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BUDGET 

Mr.  Stokes.  The  committee  will  come  to  order.  We  are  pleased  at 
this  time  to  welcome  Secretary  Cisneros  back  before  our  subcom- 
mittee. This  is  his  second  appearance  before  the  subcommittee  this 
year. 

We  also  welcome  the  new  Deputy  Secretary,  Mr.  Terry  Duver- 
nay.  Mr.  Duvernay. 

Mr.  Duvernay  has  appeared  here  at  least  a  couple  of  times  previ- 
ously in  different  capacities. 

Mr.  Secretary,  we  would  like  to  ask  you  to  introduce  any  other 
principal  witnesses  at  this  time.  Then  I  will  have  a  further  state- 
ment to  make. 

(1) 


Introductions 

Secretary  Cisneros.  Mr.  Chairman,  I  am  very  pleased  to  add 
your  words  of  welcome  to  the  Deputy  Secretary  who  has  an  out- 
standing record  in  the  housing  field  at  the  local  level,  at  the  State 
level  with  the  Federal  Government,  and  I  feel  very  fortunate  that 
he  is  the  Deputy  Secretary  of  the  Department  and  that  he  is  here 
today. 

Seated  to  my  right  is  Mr.  Herb  Persil,  who  is  the  Chief  Budget 
Officer  for  the  Department.  We  have  a  number  of  other  persons 
present,  as  well,  if  I  may  quickly  introduce  them  to  you. 

Mr.  Stokes.  Please  do. 

Secretary  Cisneros.  I  am  not  certain  that  any  or  all  of  them  will 
be  speaking  this  gifternoon,  but  I  would  like  to  begin  with  the  desig- 
nee for  Congressional  and  Intergovernmental  Relations,  Bill  GU- 
martin,  seated  at  the  end  of  the  row  there;  Mr.  Jim  Schoenberger, 
whom  I  am  sure  you  know,  who  is  the  Associate  General  Deputy 
Assistant  Secretary  for  Housing,  the  FHA  job;  Mike  Janis,  Acting 
Assistant  Secretary  for  Public  Housing;  Larry  Thompson,  Acting 
Assistant  Secretary  for  Policy  Development  and  Research;  and 
John  Connors,  the  Deputy  Inspector  General  of  the  Department. 
These  are  some  of  the  principal  persons  who  might  be  called  upon 
to  say  a  word. 

I  would  like  to  introduce  you  to,  though  she  has  not  been  con- 
firmed, Marilyn  Davis,  the  Assistant  Secretary  designee  for  Admin- 
istration. She  brings  an  excellent  record  from  the  New  York  City 
Public  Housing  Authority,  where  she  was  the  Chief  Financial  Offi- 
cer, and  that  prepares  her  well,  I  think,  to  lead  the  administrative 
side  of  our  department. 

There  is  also  Mr.  Retsinas,  Nick  Retsinas,  who  will  be  the  new 
FHA  designee.  He  comes  up  for  his  confirmation  hearing  on  Thurs- 
day of  this  week. 

Jean  Nolan  is  here,  also,  our  Assistant  Secretary  for  Public  Af- 
fairs, Public  Relations. 

Mr.  Stokes.  We  are  pleased  to  welcome  all  of  you.  Pleased  to 
have  all  of  you  at  our  hearings  this  afternoon. 

The  1994  HUD  budget  request  of  $25.4  billion  reflects  a  number 
of  increases:  $600  million  for  HOME;  $183  million  for  severely  dis- 
tressed public  housing;  $193  million  for  certificates  and  vouchers. 
$184  million  for  homeless  programs;  $224  million  for  CDBG;  and 
$6,419,000  for  fair  housing  activities,  a  43  percent  increase. 

These  increases  are  offset  by  a  number  of  proposed  decreases.  Of 
those,  only  the  $485  million  reduction  in  elderly  and  disabled  pro- 
grams poses  any  real  concern. 

Mr.  Secretary,  at  this  time  we  are  pleaised  to  have  you  make 
your  opening  statement  and  you  can  proceed  in  any  way  that  you 
would  like. 

Secretary's  Statement 

Secretary  Cisneros.  Mr.  Chairman,  first  of  all,  let  me  express  ap- 
preciation for  your  postponing  the  beginning  of  the  hearing  until 
this  hour.  As  I  indicated  to  you  earlier  today,  I  had  a  meeting  at 
the  White  House,  that  was  called  over  the  weekend,  with  the  Presi- 
dent on  urban  programs.  It  was  a  decision-making  session,  and  I 


didn't  feel,  given  how  many  programs  we  had  in  discussion,  that  I 
could  not  be  there.  So  I  immensely  appreciate  your  latitude  in 
making  it  possible  for  us  to  start  at  this  hour.  I  hope  we  haven't 
inconvenienced  you  in  any  way,  but  we  will  do  whatever  it  takes 
over  the  next  several  days  to  accommodate  you  and  make  sure  that 
we  cover  all  of  your  questions  and  those  of  the  committee  Members 
and  the  staff. 

Mr.  Stokes.  Thank  you,  Mr.  Secretary. 

Secretary  Cisneros.  In  recognition  of  what  you  have  already 
done,  I  will  not  read  the  statement,  the  large  statement  that  has 
been  submitted  to  you,  nor  will  I  even  read  all  of  the  introductory 
portions  of  the  short  statement,  the  reading  version.  I  would  like  to 
make  just  a  couple  of  comments,  and  then  read  several  pages  of  the 
substantive  budgetary  portion  of  this  that  is  most  important. 

Mr.  Stokes.  Without  objection,  what  we  will  do  is  place  your 
entire  statement  in  the  record. 

Secretary  Cisneros.  Thank  you,  sir. 

REINVENTING  HUD 

Two  things  that  I  would  like  to  put  on  the  table.  The  first  is  that 
we  are  spending  a  lot  of  time  at  the  Department  in  working 
through  the  management  improvements  needed,  the  backlog  of 
management  problems  that  we  confronted,  that  were  identified  by 
the  Inspector  General  and  General  Accounting  Office,  problems 
which  need  attention.  Mr.  Duvernay  has  agreed  to  chair  a  task 
force  that  will  walk  us  through  the  data  problems,  the  financial 
control  problems,  the  financial  systems  issues,  and  literally  meet 
on  a  weekly  basis  to  make  sure  that  those  relevant  task  forces  stay 
on  schedule  on  these  pressing  problems. 

Secondly,  we  have  been  involved  in  a  process  called  Reinventing 
HUD  which  involves — and  I  think  you  would  be  proud  of  this — 
people  at  all  levels  of  the  Department.  Secretaries  and  analysts 
and  researchers  and  people  throughout  the  department  are  in- 
volved in  thinking  through  the  mission  and  the  responsibilities  of 
HUD;  and  we  have  worked  hard  to  include  people  in  the  Field,  in 
the  regional  offices.  We  have  groups  of  people  going  out  to  the 
Field  to  include  and  take  input  from  people  out  in  those  Field  and 
Regional  offices. 

Finally,  we  have  been  going  through  a  process  which  we  call  Set- 
ting a  Clear  Mission  with  Value  Content,  and  it  is  some  of  that 
which  we  were  discussing  with  the  President  earlier  today. 

For  HUD,  we  have  identified  three  overarching  themes  that  will 
guide  our  work  and,  hopefully,  infuse  all  of  our  programs.  One  of 
them  has  to  do  with  respecting  communities  and  flipping  the  orga- 
nizational chart  upside  down  in  effect,  so  that  the  most  important 
parts  of  the  organization  are  those  that  serve  our  constituents,  and 
trying  to  interpret  our  programs  and  our  operating  systems  and 
our  bureaucracy  in  such  a  way  that  they  relate  to  those  with  whom 
we  interface. 

Secondly,  we  want  to  make  sense  of  our  programs  by  infusing  a 
dimension  of  economic  opportunity  and  lift,  so  that  when  we  find 
rules  which  make  it  impossible  for  people  to  work,  for  example,  we 


are  trying  to  infuse  our  programs  with  giving  people  a  sense  of  eco- 
nomic lift. 

Finally,  the  third  point  is  to  confront  the  behaviors  in  our  socie- 
ty, the  ravaging  effects  of  racism  on  the  one  hand  that  have  con- 
centrated our  poorest  populations  in  our  central  cities,  made  it  im- 
possible for  people  to  move  to  suburban  settings  because  of  the  dis- 
crimination that  exists  in  the  housing  and  the  mortgage  market; 
on  the  other,  other  behaviors  that  are  destructive  and  self-destruc- 
tive of  people — crime  and  drugs  and  so  forth — and  try  to  convert 
our  programs  into  more  than  just  housing  programs — although 
clearly  that  is  the  most  important,  largest  part  of  what  HUD 
does — but  to  view  those  housing  programs  as  a  platform  from 
which  we  deal  with  the  other  problems  that  confront  Americans 
and  their  lives. 

So  those  are  themes  that  we  are  tr5dng  to  infuse.  Hopefully,  as 
you  watch  what  we  do  over  the  weeks  and  months  ahead,  you  will 
see  common-sense  strategies  of  bringing  that  spirit  of  community 
and  that  sense  of  economic  lift  and  that  sense  of  confronting  these 
destructive  behaviors  in  our  work. 

That  philosophy  has  formed  the  essential  core  of  what  we  are 
trying  to  do  here,  and  you  will  find  one  of  the  major  subjects  we 
take  up  today,  I  am  sure,  in  the  questioning;  and  that  is  being  at- 
tentive and  responsive,  to  the  issues  that  confront  HUD,  such  as 
the  preservation  of  housing,  the  modernization  of  public  housing 
and  other  issues  of  that  nature. 

We  really  have  tried  to  be  responsible  with  respect  to  the  main 
obligations  of  the  Department  and  not  just  add  new  programs  for 
the  sake  of  new  programs  and  leave  this  backlog  of  issues  pending. 
That  is  a  major  theme  that  will  run  through  the  budget  that  we 
will  be  talking  to  you  about. 

Let  me  now  refer  to  my  text,  but  pick  up  just  a  few  points,  in  the 
interests  of  time,  that  I  think  you  must  have  on  the  table  in  order 
to  begin  this  discussion  fruitfully. 

HUD  BUDGET  OVERVIEW 

An  overview:  For  1994,  the  total  discretionary  budget  authority 
for  HUD  is  $25.4  billion,  an  increase  of  $224  million  over  1993. 
Total  discretionary  outlays  are  expected  to  be  $27.3  billion,  an  in- 
crease of  $2.9  billion  over  1993. 

The  HUD  Budget  includes  $1.8  billion,  which  might  be  called  in- 
vestment funding  for  1994,  totaling  $18.2  billion  in  1998,  above  the 
fiscal  year  1993  baseline  amount. 

Investment  for  HUD,  as  I  noted  earlier,  means  going  beyond  the 
physical  environment  to  restore  confidence  to  our  neighborhoods 
and  our  cities.  For  HUD,  this  is  a  shift  in  priorities,  the  beginning 
of  a  change.  It  is  the  point  I  was  making  a  moment  ago.  It  is  em- 
blematic of  what  the  Department  will  do  in  fulfilling  its  commit- 
ments. 

REVITAUZATION  OF  SEVERELY  DISTRESSED  PUBUC  HOUSING 

Let  me  describe  some  of  those  shifts.  Revitalization  of  severely 
distressed  public  housing:  included  among  the  investment  propos- 
als, we  request  $483  million  in  1994  for  the  rehabilitation  and  res- 


toration  of  severely  dilapidated  public  housing  projects.  This  pro- 
gram was  first  enacted  in  the  1993  Appropriations  Act  and  repre- 
sents a  comprehensive,  targeted  investment  directed  to  the  most 
troubled  public  housing  projects. 

In  1993,  funding  will  be  available  for  up  to  15  cities  selected  from 
our  most  populous  cities  and  troubled  housing  authorities.  The  in- 
vestment seeks  to  improve  the  lives  and  physical  surroundings  of 
public  housing  residents.  The  funds  are  available  for  capital  costs 
for  major  reconstruction,  rehabilitation,  and  other  physical  im- 
provements, as  well  as  supportive  services.  Those  supportive  serv- 
ices will  include  literacy  training,  job  training,  day  care.  Youth  Act 
activity  also  services  under  the  Gateway  program  authorized  by 
Congress. 

SUPPORTIVE  HOUSING  FOR  THE  HOMELESS 

Supportive  housing  for  the  homeless:  The  1994  budget  requests 
nearly  $320  million  for  supportive  housing  for  the  homeless.  This  is 
an  increase  of  $170  million  over  the  appropriation  of  1993,  which 
was  $150  million,  so  the  program  goes  from  $150  million  to  $320 
million,  Mr.  Chairman.  For  the  2  years,  this  represents  $470  mil- 
lion, almost  $500  million  devoted  to  homeless  and  mentally  ill 
homeless  persons  on  the  streets  of  our  city. 

This  level  of  funding  will  permit  providing  temporary  shelter  to 
the  homeless  to  providing  lasting  solutions.  The  budget  includes 
$535  million  for  other  homeless  programs. 

Taking  the  funding  for  supportive  housing  into  consideration,  the 
Budget  reflects  this  Department's  commitment  to  deal  with  the 
problem,  the  causes  and  alternative  solutions  to  the  pervasive  prob- 
lem of  homelessness. 

I  had  the  privilege  of  testifjdng  before  the  Subcommittee  on 
Housing  last  week  at  a  homeless  shelter,  specifically  on  homeless 
issues,  and  I  think  to  the  satisfaction  of  the  Committee,  showed  the 
direction  we  will  take  with  respect  to  homeless  programs. 

COMMUNITY  DEVELOPMENT  BLOCK  GRANTS 

Community  Development  Block  Grants:  Mr.  Chairman,  the 
Budget  includes  expanded  funding  for  CDBG  to  foster  the  changes 
which  come  from  providing  investments  in  facilities  and  services 
and  economic  development  essential  for  building  communities.  The 
Budget  proposes  an  appropriation  on  $4.2  billion,  an  increase  over 
the  $4  billion  enacted  in  the  1993  appropriations.  It  represents  a 
major  investment  by  the  Administration  and  the  Congress  directed 
at  providing  job  opportunities  for  the  immediate  future  and 
beyond. 

HOME 

The  HOME  program,  again  as  part  of  our  investment  proposal, 
the  1994  Budget  includes  $1.6  billion  for  the  HOME  program.  That 
is  an  increase  over  the  $1.1  billion  proposed  for  1993;  and  over  a  4- 
year  time  span,  this  program  essentially  doubles  from  $1.1  billion 
to  $2.2  billion  in  the  President's  long-term  budget.  It  allows  partici- 
pating jurisdictions  to  choose  from  a  wide  range  of  housing  activi- 
ties from  new  construction  and  rehabilitation  to  rental  assistance. 
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It  is  a  flexible  tool,  designed  to  be  flexible,  to  enable  our  communi- 
ties to  deal  with  their  housing  problems. 

PRESERVATION 

Preservation  and  restoration  of  assisted  housing:  The  1994 
Budget  expands  funding  to  preserve  our  investment  in  existing  as- 
sisted housing.  A  large  inventory  of  multifamily  projects  occupied 
by  low-income  families  are  at  risk,  and  we  propose  funding  to 
retain  the  units  in  these  projects  for  these  families.  The  Budget  in- 
cludes $600  million  for  the  preservation  of  FHA-insured  projects 
where  owners  are  able  to  prepay  mortgages.  Our  aim  is  to  retain 
the  availability  of  these  units  for  low-income  families. 

We  also  propose  certain  reforms  in  the  preservation  program, 
such  as  reducing  incentive  rents  from  120  percent  to  100  percent  of 
the  prevailing  fair  market  rents  and  terminating  the  homeowner- 
ship  grants  option.  We  also  request  $65.7  million  for  the  Flexible 
Subsidy  programs.  This  would  provide  $156  million  to  support 
projects  in  physical  or  financial  difficulty. 

The  third  piece  of  this  preservation  and  restoration  strategy  is 
increased  funding  for  Section  8  assistance  to  facilitate  the  sale  of 
HUD-acquired  multifamily  properties.  We  request  $255  million  of 
Section  8  property  disposition  funds  for  nearly  2,500  units  with  15- 
year  project-based  funding. 

RENTAL  ASSISTANCE 

The  next  program  is  the  Rental  Assistance  Program,  Section  8. 
The  1994  Budget  reflects  growth  in  the  Section  8  voucher  and  cer- 
tificate programs,  including  45,000  incremental  units,  with  the  ob- 
jective of  reaching  an  increment  of  100,000  units  by  1998.  We  com- 
bined most  voucher  and  certificate  programs  into  one,  for  there 
really  is  no  need  for  them  to  be  separate  programs.  We  want  to 
leave  maximum  flexibility  for  communities  to  use  them  as  vouch- 
ers or  as  certificates,  as  they  see  fit. 

Our  goal  is  one  tenant-based  program  combining  the  best  fea- 
tures of  certificates  and  vouchers.  These  and  other  rental  assist- 
ance programs  provide  investments  in  housing  and  in  families  and 
for  the  elderly. 

PUBUC  HOUSING 

Public  housing:  The  Budget  also  includes  $2.5  billion  for  public 
housing  operating  subsidies  for  nearly  1.4  million  public  housing 
and  Indian  housing  units.  This  would  fully  fund  the  Performance 
Funding  requirements  for  1994  for  Public  Housing  and  Indian 
Housing  Authority  units.  The  Budget  includes  $3.1  billion  for 
public  housing  modernization,  the  same  as  in  1993. 

I  remain  concerned  about  the  more  than  $6  billion  in  funds  that 
have  been  unobligated  in  the  program,  and  we  have  made  changes 
in  order  to  urge  the  PHAs  along  in  expending  the  Public  Housing 
Modernization  Fund. 

I  might  say,  as  an  aside,  I  was  in  El  Paso,  Texas  yesterday  and 
toured  the  public  housing  authority  and  saw  the  number  of 
boarded-up  units  and  inquired  about  the  modernization  program. 
They  have  had  changes  in  the  structure  of  the  agency  and  so  forth, 


but  assured  me  that  they  will  put  some  urgency  on  the  contracting 
procedures  and  the  procurement  process — that  is,  allow  the  mod- 
ernization program  to  go  forward. 

EMPLOYMENT 

Finally,  Mr.  Chairman,  in  outlining  the  priorities  of  the  Depart- 
ment, I  want  to  focus  for  a  moment  on  the  resources  necessary  for 
the  management  challenges  at  HUD.  We  are  requesting  a  total  of 
13,275  full-time  equivalents  in  the  Department  for  1994.  This  is  a 
reduction  of  219  positions  from  1993  and  reflects  that  part  of  the 
President's  program  on  reducing  Federal  Government  employment 
by  100,000. 

HUD's  portion  of  the  100,000  is  only  545  persons  throughout 
1995,  so  I  am  pleased  to  say  that  we  will  be  able  to  maintain  the 
work  force  that  we  need  to  be  able  to  carry  out  our  task. 

The  truth  is  that  in  some  areas  we  may  need  more  people,  but  in 
other  areas,  we  may  find  that  we  have  people  performing  functions 
that  no  longer  need  to  be  carried  out,  and  our  reinventing  process- 
es will  hopefully  point  this  out.  As  it  does,  we  will  be  able  to  make 
the  changes  in  programs  and  procedures  and  transfers  and  moves 
and  so  forth  that  will  hopefully  make  this  sort  out. 

Very  importantly,  in  1994,  we  want  to  continue  the  Department's 
work  in  improving  the  financial  management  system.  Funds  have 
been  included  to  continue  the  CFS/TRACS  project  so  important  to 
the  financial  management  of  assisted  housing  programs. 

Mr.  Chairman,  I  have  tried  to  abbreviate  this,  and  leave  you 
with  a  clear  sense  of  the  priorities  in  the  Department  and  how 
they  relate  to  the  essential  challenges  which  I  outlined  at  the  be- 
ginning as  three:  one,  focusing  on  the  backlog  of  management  prob- 
lems; two,  reinventing  the  Department  so  that  its  regulations  make 
more  sense,  so  that  its  capacity  to  carry  out  its  functions  is  en- 
hanced; and  thirdly,  to  infuse  in  our  programs  some  values  which 
relate  to  doing  a  better  job  and  solving  the  problems  in  our  coun- 
try. And  I  hope  that  in  the  selections  that  we  have  made  with  the 
President  and  the  Office  of  Management  and  Budget  about  budget 
priorities,  these  values  show  themselves  as  the  direction  that  we 
want  to  take  in  the  Department. 

We  are  prepared  to  answer  your  questions. 

[The  information  follows:] 
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Introduction 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased 
to  appear  before  you  to  discuss  the  1994  Budget  for  the 
Department  of  Housing  and  Urban  Development. 

■•  Before  discussing  the  budget  details  of  particular  programs 
and' initiatives,  it  is  worth  mentioning  the  underlying  pressures 
and  predicates  which  have  forged  this  year's  request,  and  which 
are  at  the  heart  of  President  Clinton's  economic  call  to  arms. 

For  many  years,  we  have  gazed  upon  the  changing  face  of 
poverty  in  America  in  the  hope  of  finding  answers  to  what  are 
cunong  the  most  vexing  problems  our  country  has  faced  in  its 
history. 

In  the  last  30  years,  we  have  seen  the  forces  of  economic 
and  social  change  in  this  country  bring  about  a  migration  from 
our  cities  on  an  unprecedented  scale.   We  have  seen  the  economies 
of  cities,  once  flush  with  manufacturing  and  blue  collar  jobs, 
seemingly  transformed  over  night.   We  have  looked  on  as  the 
growing  opportunities  on  our  suburban  frontiers  have  made  us  a 
nation  of  socially  and  economically  segregated  people.   And,  we 
have  watched,  in  near  disbelief,  as  large  segments  of  our 
population  have  become  ill  prepared,  ill  trained,  and  ill 
educated  to  meet  the  needs  of  tomorrow's  work  place. 

I  have  seen  first  hand  the  rage,  the  despair,  and  the  fear 
that  is  poverty.   A  year  ago,  like  many  Americans,  I  saw  the 
pictures  of  entire  blocks  ablaze  and  stayed  up  half  the  night 
watching  the  burning,  looting,  and  violence.   The  next  day  I  flew 
to  Los  Angeles  to  help  my  friend  Mayor  Bradley.   I  spent  that  day 
and  the  next,  and  the  next,  working  with  the  Latino  community 
urging  calm. 

What  I  saw  and  smelled  and  felt  make  it  possible  for  me  to 
speak  to  you  on  why  our  cities  are  smoldering.   We  live  in  a 
nation  where  everyday  27  children  die  from  poverty-related 
causes.   Ten  are  killed  by  guns.  Thirty  are  wounded.   Six  commit 
suicide.   Everyday  1,600  youths  are  incarcerated  in  adult  jails; 
2,700  teenagers  get  pregnant;  and  1,500  drop  out  of  school. 


Mr.  Chairman,  the  face  of  poverty  in  America  is  much 
different  than  the  one  we  saw  in  the  1960s.   Today,  there  is  an 
entire  generation  of  people  left  isolated,  economically 
depressed,  and  physically  cut  off  from  the  social,  economic,  and 
cultural  opportunities  that  most  of  us  take  for  granted.   Today, 
more  than  2  million  of  America's  families  are  poor  despite  having 
an  adult  member  of  the  household  work  more  than  30  hours  a  week. 
Today,  one  in  five  children  under  the  age  of  15  lives  in  poverty, 
and  50  percent  of  all  black  children  under  the  age  of  six  live  in 
poverty.   Today,  crime,  drugs,  random  violence,  homelessness, 
AIDS,  and  inadequate  services,  diminish  the  quality  of  life  to  a 
level  which  can  no  longer  be  tolerated. 

Daniel  Webster,  one  of  this  country's  great  statesmen,  said 
to  his  colleagues,  as  they  considered  the  future  of  this  nation, 
"Let  us  develop  the  resources  of  the  land.   Call  forth  its 
powers.   Build  up  its  institutions.   Promote  all  its  great 
interests.   And  see  whether  or  not  we  also  in  our  day  and 
generation  may  not  accomplish  something  worthy  to  be  remembered." 

Today,  I  come  to  you  with  President  Clinton's  plan  for 
rebuilding  America  which  will  change  the  face  of  America  as  we 
build  the  foundations  for  a  better  tomorrow. 

Over  the  next  4  years,  we  propose  to  fundeimentally  change 
the  vision,  mission,  and  image  of  the  Department  of  Housing  and 
Urban  Development. 

If  we  are  to  succeed  in  our  campaign  to  create  a  new 
economic  foundation  for  America,  HUD  must  become  a 
Voice  of  Cities. 

If  we  are  to  eliminate  bureaucratic  hindrances  and 
encourage  innovation,  HUD  must  become  a  catalyst  for 
change. 

And,  if  we  are  to  confront  racism  whenever  and 
wherever  it  exists,  HUD  must  be  a  leader  in  the 
struggle  to  transform  a  wasteland  of  neglect  into  a 
community  of  opportunity. 

Reinventing  HUD 

Mr.  Chairman,  for  HUD  to  provide  the  leadership  needed  to 
bring  about  change,  it  too,  must  change.   To  that  end,  I  have 
already  begun  an  effort  that  I  call  "reinventing  HUD."   I  began  a 
series  of  town  hall  meetings  with  our  employees  in  Headquarters 
and  will  soon  carry  this  to  HUD's  Field  Offices.   I  want  HUD  to 
be  the  "Voice  of  the  Urban  Areas."   I  want  the  Department  to 
return  to  the  functions  for  which  it  was  created.   HUD  should  be 
a  facilitator,  an  expediter,  and  a  catalyst  in  thousands  of 
cities  and  counties.   There  is  no  way  that  HUD  can  or  should 
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dictate  precise  choices  to  cities.  A  reinvented  HUD  would  be  the 
Federal  Government's  voice  for  the  cononunities ,  encouraging  local 
dialogue  eunong  institutions. 

I  want  to  reiterate  my  commitment  to  the  improved  management 
of  HUD.   I  eun  very  proud  of  the  fine  individuals  who  have  been 
neuned  by  the  President  to  fill  the  key  leadership  positions  of 
the  Department.   I  eun  gratified,  also,  to  see  the  fine  talent  and 
spirit  among  the  career  employees. 

We  are  compelled  to  begin  a  fundfunental  re-exeunination  of 
our  mission,  role,  and  manner  of  doing  business,  because  the 
resources  will  not  be  available  for  staff  to  conduct  our  affairs 
in  the  old  manner.   We  will  consider  our  organization  and 
processes  at  all  levels.   I  intend  to  keep  this  Committee 
informed  of  the  recommendations  that  result  from  our  effort. 

HUD'S  Mission 

In  helping  to  define  what  we  want  to  achieve  in  reinventing 
HUD,  I  perceive  HUD's  mission,  and  the  Department's  1994  Budget 
proposals,  as  built  on  three  policy  principles. 

First,  at  the  core  of  HUD's  mission  is  a  Commitment   to  Build 
Communities   of  Opportunity.      Over  the  next  4  years,  HUD  will  give 
more  responsibility,  authority,  and  support  for  community-based 
efforts  to  reclaim  severely  distressed  neighborhoods  and  create 
safe,  secure,  and  livable  communities  that  provide  affordable 
housing,  essential  commercial  and  retail  services,  and 
accessibility  to  jobs  throughout  the  metropolitan  areas. 

In  building  Communities  of  Opportunity,  HUD  intends  to 
attack  extreme  spatial  segregation  in  our  coiranunities.   Programs 
that  contribute  to  concentrations  of  poverty  will  be  replaced  by 
initiatives  that  increase  the  mobility  and  choices  of  low-income 
persons.   In  this,  HUD  will  be  a  catalyst  in  developing  more 
effective  metropolitan  strategies  and  coordinating 
transportation,  housing,  and  land-use  policies. 

Second,  HUD's  programs  and  functions  will  be  designed  to 
fulfill  HUD's  Commitment   to  Economic  Lift   and  Providing   a  Ladder 
of  Opportunity.      The  future  of  our  cities  and  our  citizens 
require  new  economic  strategies  and  investments  to  create  jobs 
and  improve  the  global  competitiveness  of  state  and  local 
economies.   In  this,  the  agendas  of  cities  and  the  suburbs  are  on 
common  ground. 

Investments  in  human  capital,  infrastructure,  new 
technologies,  and  supportive  services  are  necessary  to  create 
economic  opportunities.   These  efforts  not  only  require  Federal 
financial  investments  and  tax  incentives,  but,  more  importantly, 
will  require  leadership,  cooperation,  and  coordination,  to  bring 
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the  resources  and  services  to  bear  on  the  problem. 

HUD'S  progrcuns  will  be  designed  to  move  people  up  the 
economic  ladder.   Our  objective  is  to  use  the  assistance  we 
provide  to  open  up  better  and  more  rewarding  new  economic 
opportunities  rather  than  maintaining  economic  dependency. 

HUD  will  assist  these  efforts  by  working  in  partnership  with 
other  Federal  agencies,  state  and  local  officials,  and  members  of 
our  nonprofit  and  business  communities  to  remove  barriers  to 
employment  and  eliminate  disincentives  from  Federal  programs  that 
prevent  low-income  persons  from  savings  for  education, 
homeownership  and  their  economic  future. 

HUD  will  also  work  to  make  better  use  of  the  capital  and 
credit  we  provide,  and  will  participate  in  the  Administrations 
formulation  of  a  proposal  to  assist  in  increasing  the  financial 
capacity  of  our  cities  by  establishing  Community  Development 
Banks  and  Enterprize  Zones,  by  increasing  the  capabilities  of 
Community  Development  Corporations,  and  by  implementing  programs, 
like  HUD'S  Youthbuild  progreim,  to  employ,  to  train,  and  to 
educate  economically  disadvantaged  young  adults. 

An  example  of  the  kind  of  partnerships  I  mean  is  represented 
by  discussions  we  are  having  with  the  AFL-CIO.   This  is  an 
exciting  new  venture  which  would  harness  the  energy  and  financial 
resources  of  the  private  sector.   What  we  are  discussing  is  the 
possibility  of  drawing  upon  AFL-CIO  pension  funds  for  investment, 
of  up  to  $500  million,  in  homes.   We  are  discussing  with  FNMA  and 
Freddie  Mac  their  purchase  of  mortgages  under  this  venture.   HUD 
would  provide  up  to  3,000  vouchers,  at  a  cost  of  about 
$90  million.   We  are  contemplating  the  possibility  of  using  HOME 
funds  as  well.   The  OMB  has  agreed  to  our  pursuing  this  proposal, 
and  we  may  propose  some  legislative  modifications  if  needed  to 
accommodate  it. 

We  also  have  entered  discussions  with  a  major  philanthropic 
and  business  foundation  on  the  possibility  of  their  investment  in 
community  development  corporations  within  some  of  our  major 
cities.   We  may  need  to  commit  some  of  HUD's  resources,  as  well, 
and  are  working  on  a  proposal  to  do  so  within  our  total  Budget. 
It  may  be  necessary  to  provide  additional  appropriation  language 
to  the  Committee. 

As  this  illustrates,  HUD  is  prepared  to  work  with  all 
responsible  parties  to  ensure  that  we  provide  early  help  for  our 
children,  and  HUD  will  work  across  jurisdictions  to  provide 
greater  choice  in  housing  and  more  economic  opportunities. 
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Next,  HUD'S  Commitment    to  Confront   Racism  and  Self- 
Destructive  Behaviors  and  Strengthen   the  American  Social   Contract 
of  Rights  and  Responsibilities   is  critical  to  the  vitality  of 
cities  and  neighborhoods. 

The  ravaging  effects  of  racism  in  our  society  are  so 
pernicious  that  they  must  be  addressed  by  the  Federal  Government 
in  an  active  way.   In  this,  HUD  will  take  direct  and  immediate 
action  to  reverse  the  mortgage  and  rental  discrimination 
documented  by  the  Federal  Reserve  Bank  and  HUD. 

Furthermore,  the  levels  of  crime,  the  levels  of  drift,  and 
the  levels  of  social  dissolution  that  destroy  our  sense  of 
community  must  and  will  be  taken  head  on.   Our  fight  against 
crime  must  extend  beyond  our  public  housing  developments  into  the 
communities .   We  must  involve  the  entire  community  if  we  are  to 
eliminate  crime,  dispel  fear,  and  free  our  lives  and  our  cities 
and  get  on  with  the  job  of  building  a  new  tomorrow. 

At  the  scime  time,  as  we  provide  benefits  and  assistance  and 
offer  a  hand  up,  HUD  will  look  for  a  reciprocal  effort  on  the 
part  of  the  individual.   The  beneficiaries  of  assistance  must 
accept  both  sides  of  the  contract — that  is,  rights  and 
responsibilities.   The  right  to  decent  and  safe  housing  carries 
with  it  the  responsibility  to  maintain  and  improve  it.   Attending 
school,  taking  advantage  of  job  training,  conducting  job 
searches,  and  similar  responsible  behavior  is  part  of  the  social 
contract  implied  by  the  provision  of  assistance. 

Mr.  Chairman,  these  are  the  kinds  of  policies  --  the 
vision  —  we  want  to  be  reflected  in  our  Budget. 

The  challenges  we  face  are  large.   Addressing  them  will 
movement  throughout  Government  and  private  industry.   In  this. 
Government  must  be  an  agent  of  change. 

Mr.  Chairman,  in  support  of  the  themes  I  envision  for  HUD, 
the  directions  we  want  to  take,  and  the  commitments  I  have 
described,  I  would  like  to  discuss  the  program  initiatives 
contained  in  this  Budget. 

In  overview,  for  1994,  the  total  discretionary  budget 
authority  for  HUD  is  $25.4  billion,  an  increase  of  $224  million 
over  1993.   Total  discretionary  outlays  are  expected  to  be 
$27.3  million,  an  increase  of  $2.9  billion  over  1993.   The 
figures  do  not  take  into  account  the  Stimulus  programs  that  had 
been  recommended  by  the  President. 

The  HUD  Budget  includes  $1.8  billion  in  investment  funding 
for  1994,  totaling  $18.2  billion,  by  1998,  above  the  fiscal  year 
1993  baseline  cunount.   HUD's  part  of  the  President's  investment 
plan  focuses  on  rebuilding  America  by  investing  in  the 
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infrastructure  of  our  cities,  improving  the  quality  of  housing 
provided  to  disadvantaged  Americans,  and  improving  the 
productivity  of  people.   Investment  for  HUD,  as  I  noted  earlier, 
means  going  beyond  the  physical  environment  to  restore  confidence 
to  our  neighborhoods  and  cities.   For  HUD,  this  is  a  shift  in 
priorities,  the  beginning  of  change,  emblematic  of  what  the 
Department  will  do  in  fulfilling  the  commitments  I  just  outlined. 

Community  Development  Block  Grants 

Mr.  Chairman,  the  Budget  includes  expanded  funding  for  the 
CDBG  progreun  to  foster  the  positive  change  which  comes  from 
providing  investments  in  services,  facilities,  and  economic 
development,  which  are  essential  for  building  Communities  of 
Opportunity. 

The  Budget  proposes  an  appropriation  of  $4.2  billion,  an 
increase  over  the  $4.0  billion  enacted  in  the  1993  Appropriations 
Act.   This  represents  a  major  investment  by  the  Administration 
and  the  Congress  directed  to  providing  job  opportunities  for  the 
immediate  future  and  beyond.   The  refurbishing  of  housing  for 
lower-income  people,  converting  old  industrial  structures  into 
neighborhood  and  job-training  centers,  and  building  community 
multi-service  centers,  are  part  of  the  investment  to  make  our 
cities  liveable.   This  would  also  include  recreational 
facilities,  so  that  once  again  we  can  see  in  the  center  of  our 
cities  such  things  as  Little  League  and  youth  clubs,  and  young 
people  at  play  in  a  secure  environment. 

The  Budget  includes  $5  million  for  the  Neighborhood 
Development  program  and  $15  million  for  the  Early  Childhood 
Development  program.   These  are  all  part  of  our  investment  in 
young  people  who  live  in  our  communities,  and  represent  our 
future. 

Youthbuild 

The  investment  budget  includes  an  expanded  Youthbuild 
progreun,  one  of  the  programs  representing  a  commitment  to 
economic  lift.   This  program  was  first  authorized  by  the  Housing 
and  Community  Development  Act  of  1992,  to  be  funded  by  using 
cimounts  transferred  from  the  HOPE  programs.   The  program  will 
help  young  people,  such  as  those  coming  from  the  housing 
projects,  to  learn  skills  needed  for  rehabilitating  and 
constructing  housing  for  low-income  and  homeless  people.   This 
will  help  them  gain  confidence  in  themselves  and  become 
productive  citizens,  assisting  themselves  and  others. 

We  are  proposing  to  use  the  full  cimount  of  $40  million 
authorized  in  1993.   For  1994,  I  am  requesting  $48  million  as  a 
separately  appropriated  amount.   The  Budget  estimate  would  fund 
nearly  200  planning  and  implementation  grants  to  employ,  to 
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train,  and  to  educate  economically  disadvantaged  young  adults. 
From  900  to  1,400  young  people  would  be  assisted  by  the  1993 
progrcun,  growing  to  1,100  to  1,700  from  the  1994  appropriation. 
By  any  definition,  this  represents  an  investment  in  the  future  of 
these  young  people  and  the  future  of  the  country. 

Community  Partnerships  Against  Crime 

One  of  the  programs  in  support  of  the  commitment  to  confront 
racism  and  self-destructive  behaviors  is  a  new  program.  Community 
Partnerships  Against  Crime  for  which  we  are  requesting 
$265  million.   This  program  will  build  on  the  current  Drug 
Elimination  Grants  progrcim,  which  was  to  limited  to  Public 
Housing  and  Indian  Housing  Authorities.   The  new  program  will 
extend  beyond  the  housing  projects  into  the  communities 
themselves,  providing  for  neighborhood-based  progrcuns  to  help 
citizens  protect  themselves  against  criminals. 

I  anticipate  the  formulation  of  local  programs  covering  a 
wide  variety  of  activities,  oriented  to  the  needs  of  the 
particular  communities  and  neighborhoods.   They  may  range  from 
community  policing,  youth  initiatives,  and  physical  security 
hardware  to  community  services  supporting  crime  prevention.   To 
me,  this  is  an  important  investment  in  the  future  security  of  our 
communities — helping  our  residents  to  begin  to  live  their  lives 
free  from  fear. 

Revitalization  of  Severely  Distressed  Public  Housing 

The  Budget  also  includes  a  request  for  $483  million  in  1994 
for  the  rehabilitation  and  restoration  of  severely  dilapidated 
public  housing  projects.   This  progreun  was  first  enacted  in  the 
1993  Appropriations  Act  and  represents  a  comprehensive,  targeted 
investment,  directed  to  the  most  troubled  public  housing 
projects.   In  1993,  funding  will  be  available  for  up  to  15  cities 
selected  from  our  most  populous  cities  and  troubled  housing 
authorities.   With  this  investment,  we  are  seeking  to  improve  the 
lives  and  physical  surroundings  of  people  who  live  in  public 
housing. 

The  funds  are  available  for  capital  costs  for  major 
reconstruction,  rehabilitation  and  other  physical  improvements, 
as  well  as  supportive  services.   Supportive  services  will  include 
literacy  training,  job  training,  day  care,  youth  activities  and 
the  services  authorized  under  the  Gateway  Program  by  the 
Congress.   The  1994  program  is  based  on  the  authorization 
contained  in  the  1992  Housing  and  Community  Development  Act. 
However,  we  also  will  propose  certain  legislative  changes.   One 
of  these  is  the  continuation  of  the  community  services  provision 
contained  in  the  1993  Appropriations  Act. 
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Supportive  Housing  for  the  Homeless 

The  1994  Budget  requests  nearly  $320  million  for  Supportive 
Housing  for  the  Homeless.   This  is  an  increase  of  $170  million 
over  the  regular  appropriation  for  1993. 

Mr.  Chairman,  for  the  2  years,  this  represents  $893  million 
devoted  to  homeless  persons  and  mentally  ill  homeless  people  on 
the  streets  of  our  cities.   This  level  of  funding  will  permit  us 
to  go  beyond  the  notion  of  providing  temporary  shelter  for  the 
homeless  to  providing  lasting  solutions.   This  progreun  will  help 
cities  deal  with  the  causes  of  homelessness  and  offer  services 
that  will  help  restore  homeless  persons  to  productive  lives.   For 
1994,  we  are  proposing  that  up  to  $20  million  of  the  funds  be 
made  available  for  homelessness  in  rural  areas,  as  authorized  in 
the  McKinney  Act.   We  are  also  proposing  up  to  $50  million  to  be 
made  available  for  a  Safe  Havens  demonstration,  authorized  by 
that  same  Act. 

HOME 

The  1994  Budget  includes  $1.6  billion  for  the  HOME  program, 
an  increase  over  the  $1.1  billion  enacted  in  1993.   This  program 
allows  participating  jurisdictions  to  choose  from  a  wide  range  of 
housing  activities  —  from  new  construction  and  rehabilitation  to 
rental  assistance.   This  program  is  a  highly  flexible  tool  to 
enable  our  communities  to  deal  with  their  own  housing  problems. 
I  have  already  said  to  this  Committee,  during  my  previous 
testimony  on  the  President's  Stimulus  proposals,  that  I  have  been 
very  concerned  over  the  need  to  simplify  this  program.   I  have 
already  moved  to  see  what  changes  can  be  made  in  the  program's 
regulations  to  achieve  simplification.   We  have  issued  three 
model  programs,  as  authorized  by  the  legislation,  that  are 
available  to  participating  jurisdictions  as  guides.   I  may  come 
to  the  Congress  to  propose  changes  to  legislation  to  improve  the 
ability  of  HOME  recipients  to  make  the  quickest  and  best  use  of 
the  funds. 

Clearly,  much  remains  to  be  done  to  improve  the  national 
rate  of  use  of  these  funds.   I  am  pleased  to  report  that  the 
percentage  of  funds  committed  to  projects  has  increased  to  nearly 
10  percent,  compared  to  4  percent  when  I  was  sworn  in.   There  are 
also  several  jurisdictions  which  are  excelling  in  implementing 
their  progr2uns.   Twenty-six  participating  jurisdictions  have 
committed  more  than  half  of  their  1992  funds,  with  the  top 
performer  having  committed  95  percent  of  its  funds.   It  is  my 
firm  objective  to  achieve  the  investment  opportunities  this 
progrcun  can  provide,  and  to  make  this  progreim  a  genuinely 
effective  housing  tool  for  our  communities. 
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Rental  Assistance  Programs 


The  1994  Budget  reflects  growth  in  the  ongoing  Section  8 
voucher  and  certificate  programs.   The  Budget  includes  over 
45,000  incremental  units  for  these  rental  assistance  progrcuns 
with  the  objective  of  reaching  100,000  units  by  1998. 

We  have  combined  most  voucher  and  certificate  programs  into 
one  number,  for  it  is  our  objective  to  try  to  merge  these 
progreims  to  the  extent  possible.   There  really  is  no  need  for 
separate  programs.   Our  goal  is  one  tenant-based  program 
combining  the  best  features  of  both  section  8  certificates  and 
vouchers.   Other  voucher  and  certificate  programs  includes 
2,200  units  for  Foster  Child  Care,  about  1,400  units  for  Moving 
to  Opportunity,  and  about  600  units  for  Housing  Opportunities  for 
Persons  with  AIDs. 

In  addition  to  the  rental  assistance  units  in  1994,  the 
Budget  includes  an  additional  4,800  units  for  Public  Housing  and 
2,725  units  for  Indian  Public  Housing.   The  Budget  also  proposes 
an  additional  4,900  units  under  the  Section  202  Housing  for  the 
Elderly  program  and  1,500  units  under  the  Section  811  Housing  for 
the  Disabled  Program. 

While  only  the  growth  in  the  rental  assistance  units  for 
future  years  has  been  included  in  the  President's  Investment 
program,  all  of  the  other  programs  I  have  mentioned  provide 
important  investments  in  housing,  in  families,  and  in  the  young 
and  the  elderly.   I  recognize  that  the  59,000  incremental  units 
in  the  Budget  are  only  slightly  more  than  the  58,000  enacted  by 
the  Congress  for  1993.   However,  this  reflects  the  need  to 
consider  other  needs,  such  as  preservation  and  dealing  with 
foreclosed  properties,  which  we  cannot  neglect.   All  of  these  are 
costly  and  indicate  the  hard  choices  we  had  to  make  in  this 
Budget. 

Preservation  and  Restoration  of  Assisted  Housing 

The  1994  Budget  includes  expanded  funding  for  ongoing 
programs  that  are  intended  to  preserve  our  investment  in  existing 
assisted  housing.   There  is  a  large  inventory  of  multifamily 
projects  occupied  by  low-income  families  that  are  at  risk.   The 
Budget,  therefore,  proposes  funding  to  assure  that  the  units  in 
these  projects  will  continue  to  be  available  to  such  families. 
The  Budget  includes  nearly  $600  million  for  the  preservation  of 
FHA-insured  projects  where  owners  are  able  to  prepay  mortgages. 
Our  aim  is  to  retain  the  availability  of  these  units  for  low- 
income  housing  wherever  we  can  reasonably  do  so.   At  the  Scune 
time,  we  have  accompanied  this  request  with  proposals  to  make 
certain  reforms  in  the  Preservation  program.   These  include,  for 
example,  reducing  the  incentive  rents  from  120  percent  to 
100  percent  of  the  prevailing  Fair  Market  Rents  and  the 
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termination  of  the  homeownership  grants  option.   Our  discussions 
on  the  details  of  these  are  continuing  with  the  0MB. 

Included,  also,  is  a  request  for  $65.7  million  for  the 
Flexible  Subsidies  program.   This  amount,  together  with  transfers 
into  the  account  of  excess  rental  receipts  and  other  collections, 
will  provide  a  $156  million  progreun  to  support  projects  in 
physical  or  financial  difficulty. 

The  third  component  of  the  Preservation  and  Restoration 
strategy  is  increased  funding  for  Section  8  assistance  to 
facilitate  the  sale  of  HUD-acquired  multifamily  properties.   A 
total  of  $255.5  million  of  Section  8  property  disposition  funds 
is  requested.   That  would  support  nearly  2,500  units  with  15-year 
project-based  funding. 

FHA  Mortgage  and  Loan  Insurance  Programs 

Included  in  the  Budget  is  a  request  for  1994  limitations  on 
FHA  mortgage  insurance  commitments — $64.5  billion  for  the 
programs  under  the  MMI/CMHI  account  and  $13.4  billion  for  the 
GI/SRI  account.   In  addition,  the  Department  is  requesting  a 
credit  subsidy  appropriation  of  $147.4  million  in  support  of 
insurance  activities  under  the  GI/SRI  account. 

FEA  insurance  activity  is  proceeding  at  a  rapid  pace  under 
both  the  MMI/CMHI  and  GI/SRI  progreuns  in  1993.   Through  the  end 
of  March,  64  percent  of  the  MMI/CMHI  limitation  was  used  and 
63  percent  of  the  credit  subsidy  available  under  the  GI/SRI 
account  was  utilized.   Recent  activity  has  been  heavy,  largely, 
we  believe,  due  to  refinancing  of  home  mortgages.   We  are 
watching  this  very  carefully. 

Government  National  Mortgage  Association 

The  Department  requests  $85  billion  for  mortgage-backed 
commitment  authority  for  1994.   The  Budget  also  reflects  the  fact 
that  the  Department  plans  to  initiate  a  new  progreim  under  which 
GNMA  would  guarantee  multiclass  mortgage-backed  securities  known 
as  Real  Estate  Mortgage  Investment  Conduits,  or  REMICs.   This  new 
program  will  have  three  principal  benefits.   First,  investors 
will  be  able  to  purchase  securities  that  match  their  cash  flow 
needs.   Second,  borrowers  under  the  FHA  and  VA  single  family  home 
programs  may  be  charged  lower  interest  rates  or  points  on  their 
loans  because  additional  funds  will  be  invested  in  securities 
backed  by  these  mortgages.   And  third,  fees  charged  for 
commitments  and  guarantees  will  help  reduce  the  deficit. 

GNMA  currently  guarantees  a  single  class  security  known  as  a 
mortgage-backed  security,  which  is  backed  by  a  pool  of  at  least 
$1  million  in  mortgage  loans.   Under  the  REMIC  program,  GNMA- 
approved  issuers  would  form  pools  of  GNMA  mortgage-backed 
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securities,  which,  in  turn,  would  be  used  to  back  REMIC 
securities.   The  payment  of  principal  and  interest  on  the 
mortgage-backed  security  then  would  be  "passed  through"  to  the 
REMIC  security  holders.   Because  REMIC  securities  can  be  more 
closely  tailored  to  the  needs  of  different  investors,  we  believe 
the  marketplace  will  value  these  multiclass  securities  more 
highly  than  a  comparable  set  of  single  class  mortgage-backed 
securities. 

No  authorizing  legislation  is  needed  to  initiate  a  REMICs 
program.   However,  we  are  proposing  legislation  to  give  GNMA  the 
authority  to  charge  flexible  fees  to  issuers  of  REMICs. 

Public  and  Indian  Housing 

I  have  already  noted  that  the  Department  is  requesting 
budget  authority  for  an  additional  4,800  units  for  Public  Housing 
and  2,725  units  for  Indian  Housing.   The  Budget  also  includes 
$2.5  billion  for  public  housing  operating  subsidies  for  nearly 
1.4  million  public  housing  and  Indian  housing  units.   This  would 
fully  fund  the  Performance  Funding  System  requirements  in  1994 
for  PHA  and  Indian  Housing  Authority-owned  units. 

The  Budget  includes  $3.1  billion  for  Public  Housing 
Modernization,  the  same  as  in  1993.   As  I  have  said  on  previous 
occasions,  I  have  been  very  concerned  about  the  over  $6  billion 
in  funds  that  have  been  unobligated  in  this  program.   We  are 
taking  into  consideration  the  amount  of  work  that  must  be  done  to 
meet  modernization  needs,  and  we  have  begun  to  make  changes, 
eliminate  delays,  and  enable  PHA's  to  use  their  funds 
expeditiously . 

Section  8  Contract  Renewals 

This  Budget  includes  a  request  of  $5.6  billion  for  1994 
along  with  an  advance  appropriation  of  $800  million  in  1995.   The 
Congress  has  already  enacted  $720  million  in  advance  for  1994, 
making  a  total  of  $6.3  billion  available  for  1994. 

Mr.  Chairman,  this  Committee  has  been  painfully  aware  of  the 
problems  the  Department  has  had  in  presenting  budget  estimates 
for  Section  8  renewals.   This  is  the  result  of  years  of 
incomplete  or  erroneous  recording  and  reporting  of  funding 
requirements.   I  am  fully  committed  to  ending  the  problems  the 
Department  has  had  in  submitting  unreliable  estimates  of  renewal 
requirements . 

The  estimates  for  1994,  we  believe,  are  on  a  better 
foundation  than  in  previous  years.   The  estimates  for  Section  8 
certificates  are  based  on  a  statistical  sample  of  data  submitted 
by  our  Field  Offices.   The  sample  was  based  on  data  provided 
through  the  Control  Files  Subsystem,  a  system  which  is  being 
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developed  to  improve  the  financial  management  o£  the  Section  8 
progreun.   The  information  in  the  data  base  has  been  audited  for 
accuracy  and  completeness,  and  a  genuine  effort  has  been  made  to 
make  this  the  best  estimate  possible. 

Nevertheless,  the  past  experience  of  the  Department 
indicates  that  the  estimate,  again,  could  be  off  the  mark.   For 
that  reason,  the  Budget  proposes  authority  to  transfer  funds  from 
the  Annual  Contributions  account.   This  is  a  prudent 
recommendation,  Mr.  Chairman,  to  help  avoid  the  need  to  come  to 
this  Committee  again  later  in  the  year  to  request  a  supplemental 
appropriation.   I  fully  intend  to  inform  the  Committee  if  the 
need  for  a  transfer  is  apparent  before  we  take  any  such  action. 

Community  Planning  and  Development 

I  have  already  addressed  the  Budget  proposals  for  the  HOME, 
CDBG  and  Supportive  Housing  prograuns.   I  want  to  mention,  also, 
that  our  commitment  to  other  Homeless  programs  remains 
undiminished.   The  Budget  includes  a  total  of  $535.6  million  for 
other  Homeless  programs.   That  includes  $27  3.7  million  for 
Shelter  Plus  Care,  $51.4  million  for  Emergency  Shelter  Grants, 
$107.8  million  for  the  Moderate  Rehabilitation  Single  Room 
Occupancy  progreim,  and  $102.7  million  for  Housing  Opportunities 
for  Persons  With  AIDs.   In  all,  this  represents  $14  million  over 
the  amounts  appropriated  in  1993. 

Taking  the  funding  for  Supportive  Housing  into 
consideration,  as  well,  the  Budget  reflects  this  Department's 
major  coiranitment  to  deal  with  the  problems,  the  causes  and 
alternative  solutions  to  the  pervasive  problem  of  Homelessness. 

Research  and  Technology 

My  goals  for  the  Department's  Research  and  Technology 
program  are  to  increase  the  effectiveness  of  HUD's  programs  and 
provide  information  on  which  to  base  future  policy  decisions.   We 
are  proposing  $35  million  for  this  function  in  1994,  which  is  a 
$10  million  increase  from  the  level  provided  in  1993.   The 
research  agenda  reflects  activities  in  all  of  HUD's  program 
areas.   It  focuses  on  evaluating  the  Department's  ability  to  meet 
its  policy  goals,  conducting  the  housing  market  surveys  that  are 
critical  to  formulating  effective  housing  and  community 
development  policies,  and  responding  to  Congressional  mandates 
and  concerns. 

A  strong  Research  and  Technology  program  is  absolutely  vital 
to  my  effort  to  reinvent  HUD  and  make  it  an  advocate  for  the 
cities  and  distressed  rural  areas  of  America.   It  is  central  to 
our  ability  to  improve  progreim  performance;  to  enhance  management 
effectiveness;  and  to  ensure  the  responsive,  flexible  and 
efficient  use  of  our  Federal  resources. 
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Fair  Housing  and  Equal  Opportunity 

In  1994,  the  Department  will  significantly  enhance  its 
efforts  in  the  enforcement  of  the  fair  housing  laws,  reflecting 
HUD'S  commitment  to  confront  racism  and  other  forms  of 
discrimination.   The  Budget  proposes  a  total  of  $21.4  million,  an 
increase  of  $6.4  million  over  1993.   We  will  target  a  portion  of 
the  Fair  Housing  Initiatives  Program  funds  to  support  new  fair 
housing  organizations  and  expand  the  capacity  of  existing  fair 
housing  agencies  in  unserved  and  underserved  areas.   We  will  also 
develop  improved  methods  and  policies  to  ensure  coordination  with 
State  and  local  fair  housing  enforcement  agencies  in  order  to 
expedite  the  processing  of  Title  VIII  cases.   The  Department 
plans  also  to  take  steps  to  deal  with  systemic  discrimination 
especially  in  the  areas  of  mortgage  lending  and  insurance 
redlining.   To  accomplish  this  objective,  we  will  seek  to  fund 
special  projects  under  the  Fair  Housing  Initiatives  Progreun  that 
have  initiatives  directed  toward  addressing  systemic 
discriminatory  practices. 

Lead-Based  Paint  Abatement  and  Poisoning  Prevention 

The  Budget  includes  a  request  for  $100  million,  the  Scime  as 
1993,  to  continue  the  Department's  program  to  reduce  lead-based 
paint  hazards.   The  direct  goal  of  this  program  is  to  encourage 
and  facilitate  the  removal  or  reduction  of  lead-based  paint  and 
other  lead  hazards  from  the  nation's  housing.   Of  particular 
importance  in  this  program  is  our  goal  to  help  reduce  the 
incidence  of  lead-based  paint  poisoning  among  the  nation's 
children.   Many  of  our  children  from  poorer  families  are  at  risk 
for  their  futures  because  of  possible  impairment  resulting  from 
lead-based  paint  poisoning. 

In  this  program,  the  Federal  Government  is  able  to  exercise 
a  leadership  role  over  States,  localities  and  the  private  sector. 
It  can  provide  incentives  and  leverage  to  involve  all  sectors  in 
the  alleviation  of  this  problem. 

The  progreun  is  administered  by  the  Office  of  Lead-Based 
Paint  Abatement  and  Poisoning  Prevention  which  reports  directly 
to  me.   That  Office  was  created  by  the  Congress  to  reflect  the 
concern  of  the  Appropriations  Committees  over  the  lead-based 
paint  poisoning  problem.   Resources  for  staff  and  for  some  of  the 
activities  that  that  Office  must  carry  out  are  scarce,  for 
reasons  you  well  understand.   However,  we  are  committed  to  make 
the  most  inventive  use  of  our  funds  to  eventually  eliminate  the 
problem  of  lead  poisoning  in  children. 


13 


21 


Resources  for  HUD  Management 


Mr.  Chairman,  I  am   requesting  sufficient  funding  for  a  total 
of  13,275  FTEs  in  the  Department  for  1994.   This  is  a  reduction 
of  219  FTEs  from  1993  and  reflects  the  second  increment  of  the 
President's  goal  of  reducing  Governmentwide  Federal  employment  by 
100,000.   Our  request  includes  541  FTEs  for  the  Office  of 
Inspector  General,  30  FTEs  for  the  new  Office  of  Federal  Housing 
Enterprise  Oversight  and  the  remaining  12,704  FTEs  for  Salaries 
and  Expenses  and  the  Working  Capital  Fund. 

Over  the  short  term,  this  level  of  staffing  may  be  a 
problem.   In  some  places  we  do  need  more  people.   But,  I  believe 
that  in  other  areas,  people  may  be  performing  functions  that  no 
longer  need  to  be  carried  out.   I  expect  that  the  process  of 
reinventing  HUD  will  lead  to  changes  in  programs,  policies, 
regulations  and  what  people  will  do.   In  the  present  environment, 
that  is  the  direction  we  will  have  to  go  in,  for  we  cannot 
anticipate  the  luxury  of  budget  increases. 

The  Budget  also  includes  our  earnest  request  that  the 
limitations  on  funding  for  staffing  and  travel  for  the  Office  of 
the  Secretary,  Office  of  the  General  Counsel  and  Office  of 
Research  and  Technology  not  be  re-enacted  in  1994.   I 
respectfully  ask,  too,  that  the  Congress  not  re-enact  the 
limitation  on  non-career  SES  positions  which  was  in  our  1993 
Appropriations  Act.   These  restrictions  severely  limit  the 
ability  of  these  offices  to  function,  as  well  as  my  flexibility 
as  Secretary. 

In  1994,  we  will  continue  the  Department's  work  to  improve 
our  financial  management  systems.  Funds  have  been  included  to 
continue,  for  excunple,  the  CFS/TRACS  projects,  so  essential  for 
the  financial  management  of  our  assisted  housing  programs.  The 
amounts  are  reflected  in  the  Working  Capital  Fund  and  are 
essential  to  the  installation  of  financial  systems  that  produce 
reliable  data  and  can  withstand  successful  audits. 

CONCLUSION 

In  conclusion,  Mr.  Chairman,  I  want  to  say  that  this  Budget 
reflects  serious  consideration  of  hard  choices.   We  certainly 
could  ask  for  higher  amounts  in  many  cases,  considering  the  needs 
which  exist.   Nevertheless,  it  represents  a  good  balance  among 
housing  and  urban  development  progrfuns  and  our  desire  to 
materially  improve  the  lives  of  our  citizens. 

I  will  be  glad  to  answer  any  questions  you  may  have. 
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Mr.  Stokes.  Thank  you  very  much,  Mr.  Secretary.  I  appreciate 
the  presentation  you  made.  I  read  your  full  statement  last  night,  in 
fact;  and  I  have  to  say  that  you  set  some  very  challenging  goals  for 
yourself  and  for  the  Department,  and  we  are  going  to  have  a 
number  of  questions. 

We  will  start  with  general  questions.  As  the  other  Members 
come  in,  I  will  be  recognizing  them  also  for  general  questions 
before  we  get  into  the  budget  area  itself. 

FAMIUES  IN  NEED  OF  HOUSING  ASSISTANCE 

Let's  talk  a  little  bit  about  the  number  of  families  in  need  of 
housing  assistance.  The  latest  figure  we  have  is  that  there  were  an 
estimated  5.1  million  unassisted,  very  low-income  renter  house- 
holds as  of  1989,  which  was  the  latest  figure  that  we  have.  Those 
households  pay  more  than  50  percent  of  their  income  for  rent.  Is 
that  correct? 

Secretary  Cisneros.  Yes  sir. 

Mr.  Stokes.  How  many  of  these  households  lived  in  substandard 
housing,  Mr.  Secretary? 

Secretary  Cisneros.  Mr.  Chairman,  I  don't  have  the  number  off- 
hand. I  am  not  sure  whether  anyone  in  our  group  would  have  the 
number  as  to  how  many  live  in  substandard  housing. 

Mr.  Stokes.  I  guess  what  we  are  trying  to  get  at,  you  have  two 
categories,  those  who  live  in  substandard  housing  and  those  who 
live  in  standard  types  of  housing.  Yet  we  have  many  of  those  who 
are  living  in  standard  housing  paying  more  than  50  percent  of 
their  income  for  rent. 

And  I  guess  what  we  are  trying  to  establish  is,  what  ideas  you 
may  have  on  how  we  deal  with  this  problem  within  the  current 
budgetary  constraints — how  you  deal  with  those  households  in  sub- 
standard housing  and  those  in  adequate  housing?  And  we  are  won- 
dering if  HUD's  research  data  indicate  that  the  problem  of  very 
poor  renters  is  increasing  or  decreasing. 

Secretary  Cisneros.  I  don't  have  the  numbers  in  front  of  me,  but 
I  can  tell  you  from  memory,  what  I  have  seen  of  the  trend  line  on 
statistics  is  that  both  categories  are  increasing.  As  you  say,  persons 
who  are  paying  high  percentages  of  their  personal  budgets  for  rent 
in  any  kind  of  housing  are  increasing,  and  then  the  number  of  per- 
sons living  in  substandard  housing  has  also  been  steadily  increas- 
ing. 

Now,  in  terms  of  a  response,  the  Department  is  proposing  in 
1994,  59,000  incremental  units  through  a  variety  of  our  programs — 
41,000  units  for  rental  assistance,  4,800  of  new  units  of  public  hous- 
ing, 2,725  for  Indian,  6,400  units  for  elderly  and  disabled,  about 
1,300  of  what  is  called  Moving  to  Opportunity,  2,000  plus  units  for 
foster  child  care,  and  about  500  units  of  housing  opportunities  for 
persons  with  AIDS,  for  a  total  of  about,  as  I  said,  59,000 — almost 
60,000  new  units  of  housing.  That  deals  with  the  need  to  create  ad- 
ditional housing  units. 

Now,  beyond  that,  beyond  what  we  will  ourselves  through  our 
programs  provide,  is  the  incremental  unit  that,  hopefully,  can 
occur  through  the  things  that  the  Department  does  that  may  not 
cost  our  own  Budget.  For  example,  as  you  know,  the  1992  Housing 
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Act  required  HUD  to  create  an  oversight  function  for  Fannie  Mae 
and  Freddie  Mac,  and  went  beyond  that  to  give  the  Department  re- 
sponsibility for  setting  affordable  housing  goals.  We  think  we  can 
produce  many  units  of  affordable  housing  through  intense  and 
careful  oversight  of  those  secondary  market  mechanisms. 

COOPERATION  WITH  AFL-CIO 

Another  example,  we  have  begun  a  relationship  with  the  AFL- 
CIO  which  we  think  can  result  in  some  11,000  units  of  affordable 
housing,  as  a  conservative  estimate,  that  can  be  done  using  union 
pension  systems  which  have  not  been  allocated  to  housing  on  this 
scale.  The  unions  run  $600  billion  worth  of  pension  systems  and,  to 
date,  3  percent  of  those  funds  have  been  allocated  to  housing. 

Their  proposal  is  to  increase  that  number  to  about  10  percent  of 
their  total  pension  systems,  with  appropriate  HUD  assistance,  to 
make  it  possible  for  the  numbers  to  work  for  them  so  they  don't 
put  their  retirees'  funds  in  jeopardy.  At  a  minimum,  that  is  10,000 
housing  units.  That  is  another  approach. 

COOPERATION  WITH  FOUNDATIONS 

Still  another  involves  foundations.  We  have  an  initiative  under 
way  with  NCDI,  the  National  Community  Development  Institute, 
to  see  if  we  can't  use  foundation  funds  to  assist  organizations  like 
LISC,  local  initiatives  and  enterprises  to  work  with  HUD  to  pro- 
vide additional  housing. 

So  we  think,  through  a  range  of  both  direct  subsidy  programs 
and  programs  in  which  we  use  our  resources  and  convening  powers 
and  so  forth,  we  can  bring  others  to  the  marketplace,  we  can  see 
an  appreciable  push  in  affordable  housing  unit  development. 

Now,  on  the  issue  of  people  living  in  substandard  conditions,  ob- 
viously our  Public  Housing  Modernization  Programs  should  be 
helpful  and  other  approaches  to  improving  the  conditions  of  exist- 
ing housing  units  in  the  country. 

JOINT  hud/ AFL-CIO  VENTURE 

Mr.  Stokes.  You  have  mentioned  the  HUD/AFL-CIO  joint  ven- 
ture. 

Secretary  Cisneros.  It  is  still  in  development. 

Mr.  Stokes.  What  will  HUD's  involvement  be? 

Secretary  Cisneros.  Our  involvement  will  be  to  provide  some — let 
me  describe  it  to  you  specifically. 

The  AFL-CIO  fund  be  will  be  used  to  build  housing  and  guaran- 
tee government  loans.  Fannie  Mae  and  Freddie  Mac  may  also  par- 
ticipate by  buying  mortgages.  HUD  would  provide  administrative 
support  and  3,000  HUD  project-based  certificates  would  be  needed 
at  a  cost  of  about  $90  million  from  within  the  budget  request. 

We  don't  expect  to  have  to  go  beyond  the  Budget  for  the  first- 
year  effort.  If  we  did,  we  would  come  back  to  the  Committee, 
should  we  require  further  funding  or  necessary  action;  but  the 
principal  part  of  HUD  support  would  be  these  project-based  certifi- 
cates, about  $90  million  worth,  now  programmed  within  our 
Budget  to  be  able  to  back  up  what  they  believe  they  will  do. 
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It  is  my  understanding  that,  over  the  life  of  this  project,  the 
AFL-CIO  is  proposing  to  use  up  to  $500  million  in  union  pension 
funds  to  build  urban  housing  in  20  cities  under  this  program. 

As  I  say,  in  my  conversations  with  Lane  Kirkland  and  some  of 
the  leaders  of  the  AFL-CIO  unions,  and  their  housing  investment 
trust  and  other  people,  they  indicated  that  at  present  about  3  per- 
cent of  $600  billion  is  invested  in  housing.  If  they  could  achieve 
their  goal  of  10  percent,  that  is  $60  billion  that  eventually  could  be 
steered  toward  the  housing  market  from  that  one  source  of  pen- 
sions alone. 

As  you  know,  the  pension  market  in  the  country  is  immense.  The 
amount  of  funds  in  pension  systems  is  the  largest  sum  of  invest- 
ment capital  in  the  world.  It  is  now  estimated  at  something  like  $4 
trillion — $4,000  billion  of  total  pension  funds. 

The  AFL-CIO  is  committing  to  work  with  us  on  the  portion  that 
they  control. 

Mr.  Stokes.  Let  me  ask  you,  would  very  low  income  households, 
those  with  incomes  less  than  50  percent  of  area  median  participate 
in  this  program? 

Secretary  Cisneros.  Yes,  sir.  I  don't  know  what  percentage,  total, 
how  long  production  will  be  targeted  that  way;  but  we  will  work 
with  the  AFL-CIO  to  assure  that  a  substantial  and  significant 
number  of  households  are  included. 

Mr.  Stokes.  You  mentioned  vouchers  and  HOME  in  your  state- 
ment. Do  you  envision  that  being  a  part  of  this  type  of  program? 

Secretary  Cisneros.  Of  this  program? 

Mr.  Stokes.  Right. 

Secretary  Cisneros.  I  don't  know  whether  specifically  they  will 
be  necessary,  but  we  have  indicated  that  we  will  cooperate  in  what- 
ever way  is  necessary  to  make  the  program  succeed.  It  may  be  that 
we  would  help  create  neighborhood  environments  and  support  serv- 
ices and  so  forth,  using  other  programs,  but  at  this  point  this  pro- 
posal does  not  call  for  HOME  and  for  vouchers  specifically,  other 
than  what  I  mentioned — the  3,000  project-based  certificates. 

Mr.  Stokes.  How  much  single-  and  multifamily  housing  do  you 
see  this  program  affecting,  one  or  both? 

Secretary  Cisneros.  Both.  My  understanding  is  that  the  first- 
year  target  for  this  program  is  some  11,500  units,  of  which  about 
3,000  would  be  single  family,  so  that  leaves  then  the  balance  of 
8,500  as  multifamily,  but  it  gives  you  some  sense  of  the  ratio. 

secondary  market  for  multifamily  housing 

Mr.  Stokes.  What  does  the  Department  think  about  the  National 
Task  Force  on  Financing  Affordable  Housing's  recommendation  of 
a  secondary  market  for  multifamily  housing? 

Secretary  Cisneros.  I  will  simply  state  my  own  view,  and  that  is 
a  very  important  one. 

We  have  had  some  general  discussions  on  the  subject  in  the  De- 
partment. There  is  no  initiative  under  way  right  now  to  create  or 
sort  of  get  under  way  with  the  design  of  such  an  instrument,  but  I 
have  been  in  several  discussions  in  the  last  weeks  in  which  individ- 
uals have  spoken  of  the  need  for  such  a  mechanism  and  spoken  in 
generally  supportive  terms. 


25 

My  view  would  be,  without  making  a  commitment  as  to  a  timeta- 
ble, that  we  will  be  involved  in  discussions  of  design  and  so  forth 
sooner  rather  than  later. 

CHANGING  hud's  IMAGE 

Mr.  Stokes.  Mr.  Secretary,  in  your  statement  and  also  your  pres- 
entation here  this  afternoon,  you  talk  about  fundamentally  chang- 
ing HUD,  its  vision,  its  mission,  its  image. 

Tell  us  a  little  more  about  how  you  plan  to  fundamentally 
change  HUD. 

Secretary  Cisneros.  Let  me  try  to  give  you  examples  from  each 
of  the  three  broad  goals  that  I  described  earlier. 

CHANGED  RELATIONSHIP  WITH  COMMUNITIES 

The  first,  I  said,  was  to  relate  to  communities  in  a  decidedly  dif- 
ferent way.  What  I  have  found  across  the  country  is  that  public  of- 
ficials tell  me,  when  HUD  has  been  good,  it  h£is  been  essentially 
irrelevant;  and  when  it  is  bad,  it  is — to  use  the  words  of  the  former 
mayor  of  St.  Louis — aggressively  negative,  a  significant  hindrance, 
an  obstacle  to  the  community's  work.  I  have  heard  that  so  often, 
that  it  has  really  sunk  in. 

What  seems  to  have  developed  as  kind  of  an  operating  mode  is 
that  we  have  been  so  handbook-driven  that  a  good  day's  work  is  to 
tell  people  why  they  can't  do  things  instead  of  helping  them 
through  the  maze — some  of  which  is  inevitable  and  essential  in  a 
large  organization  entrusted  with  public  funds — instead  of  helping 
them  through  it  to  achieve  their  objectives.  We  want  to  create  an 
ethic  in  which  that  becomes  the  way  we  do  our  business. 

Now,  in  concrete  terms,  that  means  we  have  a  different  relation- 
ship between  the  Headquarters  Staff  in  Washington  and  our  Re- 
gional Staffs  and  our  Field  organizations.  So  much  of  what  I  have 
heard  over  the  months  about  the  71  Field  Offices  is  consistently 
complaints  about  the  nature  of  their  role  in  communities. 

So  just  from  this  one  example  of  how  we  change  working  rela- 
tionships, how  we  change  our  regulatory  environment,  how  we 
change  our  organizational  habits  and  so  forth,  I  hope  you  get  a 
sense  of  how  we  will  underscore  the  community  thing. 

ECONOMIC  LIFT — "30  PERCENT  RULE" 

The  second  point,  providing  economic  lift  in  people's  lives,  is  best 
demonstrated  by  an  example  of  the  "30  percent  rule"  that  requires 
that  people  have  to  pay  30  percent  of  their  income  for  public  hous- 
ing rent.  What  I  have  found  consistently  and  every  time  I  go  to 
housing  projects — the  latest  being  yesterday,  but  then  also  Friday 
when  I  was  at  Cooney  Homes  in  Houston — I  have  gotten  in  the 
habit  now  of  asking  people,  because  I  really  want  to  know  whether 
we  are  going  to  the  right  direction  or  not.  I  ask  them  whether  the 
30  percent  rule  is  a  problem  for  them,  and  they  consistently  indi- 
cate it  is  a  major  disincentive  to  doing  work,  because  if  you  do,  the 
rent  rises  so  dramatically  that  after  a  point  it  doesn't  make  sense 
anymore.  We  intend  to  change  that.  We  have  in  that  budget  a  pro- 
posal, as  it  is  written  now,  which  would  undertake  a  pilot  project  to 
that  effect. 
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I  discussed  with  the  Chief  of  Staff  in  the  Department  last 
evening,  by  telephone,  from  the  road,  that  I  had  hoped  to  be  able  to 
say  to  you  that  I  want  to  make  some  changes  in  this  Budget  which 
we  will  undertake  with  OMB,  literally  as  we  speak  today,  to  pro- 
pose that  we  change  the  30  percent  rule  across  the  board.  It  won't 
cost  an  immense  sum  of  money  to  be  able  to  do  it,  but  it  should 
make  a  decided  difference  in  people's  lives  when  they  know,  if  they 
work,  they  get  to  save  their  money,  and  it  doesn't  go  automatically 
to  an  increase  in  rent. 

That  is  an  example  of  how  I  want  to  change  HUD  in  the  second 
area,  economic  lift. 

COMBATTING  DESTRUCTIVE  BEHAVIOR 

Finally,  with  respect  to  this  issue  of  destructive  behaviors  which 
includes,  as  I  said  earlier,  the  ravaging  effects  of  racism  and  other 
destructive  behaviors  as  they  affect  people's  lives,  we  are  going  to 
beef  up  in  a  significant  way,  our  fair  housing  function.  We  will  go 
beyond  testing  and  the  other  very  important  things  that  fair  hous- 
ing has  done  to  find  discrimination  where  it  exists.  I  was  told  in  a 
briefing  recently  that  60  percent  of  all  transactions  involving  Afri- 
can-Americans and  housing  or  lending  in  America — 60  percent,  by 
estimate,  of  all  transactions — are  characterized  by  discrimination 
against  persons.  That  is  what  our  fair  housing  operation  can  work 
on,  but  we  are  only  going  to  be  effective  if  we  go  beyond  the 
present  mode. 

First  of  all,  there  was  no  vigorous  enforcement  of  fair  housing  in 
the  last  decade  and  that  needs  to  change.  But  beyond  that,  we  need 
to  assign  new  responsibilities  in  CRA  relationships,  in  insurance 
red-lining  issues,  in  issues  related  to  negotiating  agreements  such 
as  those  between  the  City  of  Cleveland  and  Cuyahoga  County,  to 
see  if  we  can't  get  scattered-site  subsidized  housing  on  an  appropri- 
ate scale  located  throughout  a  county  or  metropolitan  area.  What  I 
am  convinced  is  a  fundamental,  root  problem  for  our  country  is  the 
concentration  of  our  poorest  populations  so  that  there  is  really, 
after  some  point,  no  way  to  break  out  of  the  concentrations. 

I  have  given  you  three  examples  from  the  three  areas  that  we 
have  set  as  priorities  to  give  you  some  substantive  sense  of  how  we 
want  to  change  the  Department  and  its  way  of  thinking  and  its 
way  of  acting. 

IMPACT  OF  CHANGES  ON  1994  BUDGET 

Mr.  Stokes.  Now,  taking  at  face  value  those  three  examples  you 
have  given  us  and  taking  into  consideration  the  dramatic  nature  of 
this  kind  of  fundamental  change,  obviously  there  is  going  to  be  an 
impact  upon  your  1994  budget. 

How  do  you  see  the  impact  on  the  budget  in  order  to  carry  forth 
these  programs? 

Secretary  Cisneros.  Well,  first  of  all,  there  are  several  ways  in 
which  it  impacts  the  Budget.  I  have  described,  for  example,  the  fair 
housing  function.  We  can  do  a  lot  with  a  relatively  small  amount 
of  money.  If  you  will  look  at  that  portion  of  the  Budget  for  fair 
housing,  it  goes  up  to  something  like  $21  million,  which  is  not  a 
large  sum  of  money  in  the  scheme  of  things.  But  we  can  do  a  lot, 
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particularly  in  national  testing  and  national  examples  and  nation- 
al leadership  on  some  of  these  points. 

We  will  also  make  some  moves  within  the  Department  to  en- 
hance the  staffing  for  that  function.  So  some  of  these  things  can  be 
carried  out  and  don't  require  massive  sums  of  money. 

I  think  the  mission-related  theme  that  is  shown  and  manifested 
in  the  Budget  and  demonstrated  in  the  Budget  most  clearly  is  the 
commitment  to  deal  with  existing  problems.  If  I  can  suggest  a  dif- 
ference between  the  priorities  we  are  bringing  to  this  Budget  and 
those  which  you  may  have  seen  in  recent  years,  it  is  that  instead  of 
suggesting  sort  of  major,  new  ideological  reaches  into  the  future, 
we  are  accepting  responsibility  for  the  backlog  of  problems  which 
are  very  real. 

Public  housing  modernization  must  be  better  managed  and  must 
have  more  money,  preservation  of  the  stock.  Another  problem  is 
that,  at  the  end  of  15-year  contracts,  a  lot  of  Section  8  renewals 
will  confront  us.  There  is  also  the  FHA  problems  of  assets. 

All  of  those  issues  require  resources.  The  whole  sum  of  money 
that  is  required  to  deal  with  distressed  public  housing  runs  into  the 
billions,  but  we  can  make  a  start  here  and,  over  time,  we  can  at- 
tempt to  try  to  get  on  the  treadmill  that  at  least  allows  us  to  close 
on  the  problem. 

So  when  you  ask,  how  does  it  impact  the  Budget,  it  has  been  a 
process  of  reprioritizing  and  focusing  on  some  of  these  needs. 

Mr.  Stokes.  Thank  you,  Mr.  Secretary. 

Mr.  Gallo,  I  yield  to  you. 

Mr.  Gallo.  Thank  you,  Mr.  Chairman. 

PRIMARY  METROPOLITAN  STATISTICAL  AREAS 

Mr.  Secretary,  New  Jersey  and  the  New  Jersey  delegation  has 
been  doing  a  lot  of  work  looking  at  OMB's,  in  its  primary  metropol- 
itan statistical  areas,  PMSA,  for  New  York  and  concerned  that  the 
PMSA  would  adversely  affect  current  fair  market  rents  and  that 
new  PMSA  was  simply  too  large  to  consider  a  single  housing 
market. 

I  would  certainly  agree  with  that.  We  have  since  indicated  to 
0MB  that  we  support  their  recommendations  based  on  your  eval- 
uation and  assurances  that  it  would  not  have  an  adverse  effect  if 
we  did  it  on  the  housing  end  of  it.  So  I  want  to  thank  you  for  clari- 
f5dng  that,  making  it  a  lot  easier  for  us;  and  we  were  able  to  move 
forward. 

Secretary  Cisneros.  Let  me,  if  I  may,  give  you  our  staffs  position 
for  the  record. 

The  Department  has  decided  that  it  will  not  use  the  new  0MB 
definition  of  the  Newark  PMSA  as  its  proposed  fiscal  year  1994  fair 
market  area.  The  basis  for  the  decision  is  that  the  area  encom- 
passed is  far  too  large  to  be  considered  a  single-market  housing 
area  and,  therefore,  a  single  FMR  area  under  the  criteria  that 
HUD  uses  to  define  FMR  areas. 

0MB  is  currently  reviewing  the  situation  and  may  change  the 
distinction  in  the  coming  months;  in  the  meantime,  HUD  has  de- 
cided to  publish  fiscal  year  1994  FMRs  on  the  Newark  areas,  based 
on  the  previous  Newark  definition,  and  will  evaluate  any  changes 
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that  may  subsequently  result  from  0MB  as  well  as  all  public  com- 
ment that  may  address  the  issue.  That  is  the  Department's  deci- 
sion, and  we  will  try  to  make  that  case  in  our  discussions  with 
0MB. 
Mr.  Gaixo.  Thank  you,  Mr.  Secretary. 

NEED  FOR  VOUCHERS  AND  CERTIFICATES 

On  housing  vouchers  and  certificates,  my  district,  like  so  many 
others,  continues  to  have  major  problems  in  meeting  housing 
needs;  but  I  think  our  problems  are  different  than  urban  areas. 
While  we  don't  have  the  long  waiting  lists  of  the  urban  areas,  we 
still  have  waiting  lists,  and  it  is  extremely  difficult  to  create  even 
just  one  unit  of  low-income  housing. 

For  instance,  Morris  County  in  the  State  of  New  Jersey,  the  Sec- 
tion 8  a  waiting  list  has  been  for  closed  for  two  years.  Our  costs  are 
high.  Our  rents  are  high,  and  often  HUD  programs  just  don't  rec- 
ognize these  needs.  Even  in  those  affluent  areas,  we  have  pockets 
of  poverty  and  low-income  workers  that  require  subsidies;  and 
somewhere  along  the  line,  they  fall  through  the  cracks  because 
they  come  from  a  well-to-do  county.  They  are  lost  because  the  per 
capita  income  is  so  high  they  fall  through  the  cracks. 

I  noticed  in  your  opening  remarks,  you  talked  about  having  only 
a  one-way  street,  and  that  means  those  individuals  have  to  move 
back  to  the  cities  to  be  able  to  qualify  for  some  of  these  programs. 
You  made  it  very  clear  that  it  is  not  your  interpretation  nor  is  that 
something  you  desire.  And  it  is  certainly  something  that  we  don't 
desire.  We  have  used  the  vouchers,  based  on  the  fact  that  it  gives 
us  more  flexibility  for  the  individuals  in  need. 

We  also  have  a  compounding  factor,  which  is  the  need  to  renew 
expiring  contracts.  Two  of  my  towns  were  the  first  two  that  sig- 
naled the  problems,  the  towns  of  Dover,  New  Jersey  and  also  Boon- 
ton,  New  Jersey.  We  were  able  to  work  those  out,  but  they  were 
very,  very  difficult;  and  when  I  see  a  decrease  in  the  voucher 
system  in  your  budget  area,  I  get  concerned,  because  it  is  going  to 
be  more  difficult. 

Secretary  Cisneros.  The  number  of  vouchers  will  be  over  40,000 
in  this  Budget  with  a  consistently  rising  incremental  number  every 
year  to  100,000  in  the  last  year  of  the  President's  Budget.  So  we 
are  moving  in  the  direction  of  adding  every  year  possible,  and  of 
course — but  of  course,  the  issue  is  cost. 

I  would  love  to  have  tens  of  thousands  more  every  year,  but  the 
issue  is  costs;  and  when  you  rack  these  up  against  the  other  prob- 
lems that  the  Department  has,  which  include  the  backlog  of  issues 
that  I  described  earlier,  the  Section  8  renewals  that  are  going  to  be 
coming  up  and  the  preservation  of  units  and  the  modernization  of 
public  housing  needs,  particularly  severely  distressed  public  hous- 
ing, the  numbers  run  up  real  fast. 

So  we  think  we  have  done  a  good  job  in  getting  over  40,000  and 
then  setting  the  goal  of  100,000  by  the  fourth  year  of  this  effort. 

Mr.  Gallo.  Just  on  the  area  that  I  referred  to  before,  are  you 
saying  that  in  areas  such  as  Morris  County,  that  additional  vouch- 
ers would  now  be  available? 
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Secretary  Cisneros.  I  don't  know  why  they  would  have  been 
closed  out,  but  I  will  be  happy  to  take  a  look  at  Morris  County  spe- 
cifically, and  as  we  get  40,000  new  vouchers  or  certificates  across 
the  country,  I  would  hope  that  that  allows  for  increases  in  qualify- 
ing communities. 

Mr.  Gallo.  Thank  you,  Mr.  Secretary. 

Secretary  Cisneros.  I  will  be  happy  to  look  at  Morris  County  spe- 
cifically, and  see  what  we  can  tell  you  about  what  the  fixture  looks 
like  with  these  40,000  additional  coming  aboard. 

Mr.  Gaixo.  I  have  got  to  believe  as  you  have  enunciated  the 
problem  with  trying  to  deal  with  low-income  housing  and  keeping 
those  in  the  suburban  areas,  there  is  a  need  for  a  mix.  I  could  tell 
you  before  you  look  at  Morris  County,  you  are  going  to  find  it  is 
very  high  in  per  capita  income,  and  when  you  look  at  the  towns  I 
have  mentioned,  you  will  find  that  that  is  a  different  story. 

So  you  might  want  to  evaluate  this  area  to  help  you  in  other 
areas  which  are  similar. 

HOUSING  FOR  THE  ELDERLY 

In  senior  citizen  housing,  I  look  here  at  the  incremental  units;  it 
is  almost  cut  in  half.  Now,  that  is  one  area  that  we  have  had  great 
success,  within  the  11th  District  in  the  State  of  New  Jersey.  Right 
now  we  have,  I  would  say,  on  average,  a  five-year  wait  for  senior 
citizens  housing;  and  I  see  here  you  have  cut  that  in  half.  Can  you 
maybe  give  me  an  explanation  on  that? 

Secretary  Cisneros.  Let  me  just  say  we  have  6,400  units  for  el- 
derly and  disabled  housing  for  construction  and  rehabilitation  in 
rental  markets  where  there  is  an  insufficient  supply  of  affordable 
existing  housing.  We  are  supportive  of  the  continuation  of  elderly 
housing,  obviously. 

Perhaps  by  increasing  the  HOME  program  as  dramatically  as  it 
is  being  increased,  there  are  opportunities  there  for  additional  el- 
derly housing  of  a  different  kind. 

Mr.  Gallo.  This  is  202.  As  I  see  it,  it  is  almost  cut  in  half  and  so 
are  the  incremental  units.  This  is  a  program  which  was  originally 
in  the  first  budget,  February  17th,  to  be  rolled  into  the  HOME  pro- 
gram; and  we  fought  to  keep  this  and  disabled  housing  separate 
from  the  HOME  program.  Are  you  saying  that  the  HOME  program 
is  going  to  take  care  of  senior  citizens  housing? 

Secretary  Cisneros.  The  HOME  program  is  flexible  enough  that 
we  can  do  a  lot  of  different  kinds  of  housing.  No,  I  am  not  sa3ring 
that.  I  am  sajdng  just  the  opposite:  that  we  fought  to  keep  it  sepa- 
rate from  HOME,  and  the  first  Budget  on  February  17th  had  it 
within  the  HOME  program,  and  we  kept  it  separate. 

Mr.  Gallo.  But  you  cut  it  in  half  by  keeping  it  separate. 

Secretary  Cisneros.  By  keeping  it  separate,  we  took  some  cuts. 

Mr.  Gallo.  Fifty  percent? 

Secretary  Cisneros.  Yes  sir.  But  it  also  is  possible  to  do  senior 
housing  through  HOME,  even  as  it  is. 

Mr.  Gallo.  I  don't  mean  to  be  argumentative;  but  it  is  so  diffi- 
cult, even  when  you  have  a  separate  category,  to  get  the  necessary 
applications  through,  and  I  am  talking  about  dealing  with  not  one 
year,  but  five  years  and  sometimes  longer. 
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I  just  went  through  one  senior  housing  project  in  Chester  which 
has  taken  almost  11  years.  To  have  it  mixed  in  with  another  pro- 
gram is  going  to  make  it  that  much  more  difficult  to  set  priorities, 
because  then  they  are  competing  with  even  more  interests.  That  is 
why  I  am  very  concerned.  It  has  been  a  very  successful  program, 
and  the  need  is  still  there  as  shown  by  the  numbers  that  are  still 
waiting.  The  only  way  they  get  into  senior  citizen  housing  frankly 
is  when  someone  passes  away. 

Secretary  Cisneros.  Let  me  continue  the  discussion  with  0MB  on 
this.  What  I  can  tell  you  right  this  second  is  that,  as  you  know,  the 
first  Budget — there  was  a  lot  of  discussion  about  this — basically 
eliminated  the  202  program  and  rolled  it  in  with  HOME.  As  a 
result  of  commitments  that  I  made  to  Members  of  the  Congress, 
the  Authorizing  and  Appropriations  Committees,  we  went  back  to 
0MB  and  asked  for  the  separation.  As  a  matter  of  fact,  this  was  an 
area  where  the  President  himself  took  an  interest  in  the  program 
and  felt  that  the  202  program  needed  to  be  separate. 

We  did  take  cuts  because  of  the  nature  of  the  choices  we  face, 
given  the  backlog  of  the  other  programs  we  have. 

What  I  can  say  are  two  things:  First,  it  is  possible  to  do  elderly 
housing  with  the  consistently  expanding  HOME  program;  in  addi- 
tion to  202,  that  is  possible  and  it  really  doesn't  end  up  being  a 
competition,  because  you  just  apply  for  a  particular  kind  of  pro- 
gram. 

But  in  addition  to  that,  I  will  continue  the  discussion  with  0MB 
about  the  number  of  incremental  units  for,  specifically,  elderly 
under  202. 

Mr.  Gallo.  Because  that  is  also  reduced  a  like  number. 

Mr.  Chairman,  I  have  two  more  questions  and  I  don't  think  they 
are  too  lengthy.  Do  you  mind  if  I  proceed  along? 

Mr.  Stokes.  Why  don't  you  go  ahead  with  them,  sure. 

Mr.  Gallo.  Okay. 

SECTION  8  ADMINISTRATIVE  FEES 

We  are  getting  a  lot  of  mail  about  the  proposed  reduction  in  ad- 
ministration fees. 

Secretary  Cisneros.  Yes  sir. 

Mr.  Gallo.  Over  the  past  several  years,  housing  authorities  have 
been  subject  to  a  series  of  statutory  changes  which  have  contribut- 
ed significantly  to  staff  time  and  costs  associated  with  administer- 
ing the  programs;  and  as  we  know,  in  numerous  areas,  we  have 
had  some  serious  charges  against  some  of  the  administrators  in 
this. 

And  as  you  cut  back  on  those  fees,  I  think  you  risk  a  couple  of 
things:  One,  a  lack  of  staff;  and  two,  the  quality  of  individual  that 
may  be  directly  involved  in  the  administration  of  these  programs. 

Do  you  want  to  comment  on  that? 

Secretary  Cisneros.  Yes  sir.  We  have  had  numerous  studies  over 
the  years,  a  GAO  study  and  more  recently  a  private  contractor  who 
indicated  that  the  fee  that  the  public  housing  authorities  were 
charging  for  administration  of  the  Section  8  program  simply  was 
higher  than  could  be  justified;  that  if  you  really  did  an  economic 
analysis,  an  accounting  analysis,  of  just  exactly  what  the  costs 
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were,  that  they  cost  more  like  the  6  percent  that  we  are  proposing 
to  phase  down  to  by  1998  rather  than  the  7.24. 

I  have  spoken  to  NAHRO,  National  Association  of  Housing  and 
Redevelopment  Officials,  and  others  who  are  very  intent  on  this 
point  and  felt  like  this  was  really  unfair  to  the  housing  authorities; 
but  when  I  cite  the  specific  studies  that  show  what  the  administra- 
tive costs  are  to  administer  Section  8,  they  concede  that  that  is 
probably  an  accurate  representation  of  what  it  cost.  They  would 
just  rather  have  the  fees  up  around  the  7.24  percent;  but  we  can't 
in  a  cost-cutting  environment,  in  a  deficit-reduction  environment, 
justify  giving  them  those  fees  for  this  purpose  when  they  end  up 
being  more  than  the  study  shows  it  cost  for  that  function. 

Mr.  Gallo.  Mr.  Secretary,  I  would  like  to  have  that  information 
if  you  could  get  it  to  me. 

Secretary  Cisneros.  We  can  do  better  than  that.  I  would  like  to 
be  able  to  give  you  the  citation  from  the  GAO  analysis  and  from 
the  HUD  reports,  so  that  you  can  send  it  to  folks  if  you  need  to. 

[The  information  follows:] 

Citations  Indicating  Section  8  Administrative  Fees  Exceed  Actual  Costs 

Incurred  by  Many  PHAs 

Page  21  of  the  April  1988  GAO  Report  entitled  "Housing  Programs — Funding  Ap- 
proach for  HUD's  Section  8  Certificate  Program  Needs  Changing"  (GAO/RCED-88- 
136),  states  that  most  sampled  PHAs  profited  under  HUD's  administrative  fee  rate. 
Figure  3.1  on  page  22  shows  that  60  of  70  PHAs  sampled  had  a  net  surplus  of  ad- 
ministrative fees  over  three  years. 

Pages  3  and  72  of  the  Abt  Associates,  Inc.  report  prepared  for  HUD  in  June  1988, 
entitled  "Administrative  Costs  of  the  Housing  Voucher  and  Certificate  Programs" 
(HUD-1151-PDR),  state  that  [average]  HUD  reimbursements  to  [large  urban]  PHAs 
for  continuing  costs  are  materially  higher  than  the  actual  costs  incurred  by  PHAs 
in  both  programs. 

HUD  NEWARK  OFFICE 

Mr.  Gallo.  One  last  parochial  matter,  the  question  of  HUD  staff- 
ing in  the  Newark  office,  Newark  district  office.  We  have  a  great 
group  of  dedicated  people  there,  and  they  have  been  without  an  ad- 
ministrator for  two-and-a-half  years.  You  can  imagine  what  that 
has  done  to  morale  and  everything  else.  These  are  very  dedicated 
people  in  that  office,  and  I  think,  they  deserve  to  have  someone 
there. 

Secretary  Cisneros.  Yes  sir.  Let  me  make  a  couple  of  points  on 
that  real  quickly. 

What  you  say  is  borne  out  by  what  we  have  seen.  Our  Reinvent- 
ing HUD  team  was  in  the  Newark  office  last  week  and  came  back 
and  reported  to  me  that  morale  there  was  in  very,  very  low  shape. 
It  almost  could  not  be  lower.  They  just  felt  far  away  from  the  prior- 
ities in  the  Department.  We  have  been  there.  We  held  a  workshop 
there  on  our  reinventing  process. 

As  for  naming  an  administrator,  I  have  meetings  this  week  with 
the  personnel  staff  in  the  office  of  the  President  concerning  the  re- 
gional administrators  and  also  the  Field  offices.  The  Field  offices 
are  headed  by  civil  service  persons,  they  are  not  presidential  ap- 
pointments. We  will  be  working  on  all  the  Field  appointments. 
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Mr.  Galx,o.  I  hope  that  Newark  does  not  lose  that  office.  I  know 
initially  they  were  going  to  have  it  regionalized  with  New  York.  I 
think  that  would  be  a  very  big  mistake. 

Secretary  Cisneros.  I  know  of  no  active  consideration  of  that  at 
this  time. 

Mr.  Gallo.  You  have  some  talented  people  in  the  New  York 
office.  I  hope  some  of  those  will  be  taken  into  consideration. 

Mr.  Stokes.  Mr.  Torres. 

HOUSING  DISCRIMINATION 

Mr.  Torres.  Mr.  Secretary,  I  am  sorry  I  w£is  a  little  late  and 
missed  your  opening  statement.  I  understand,  however,  that  you 
covered  the  aspect  of  fair  housing  and  the  systemic  discriminatory 
practices  that  prevail  today  in  that  field.  Your  Budget  request 
speaks  to  that. 

My  questions  initially  will  deal  on  the  issues  of  the  efforts  to  ad- 
dress housing  discrimination,  particularly  as  they  relate  to  Hispan- 
ics. 

A  recent  HUD  study  on  housing  discrimination  found  that  His- 
panic renters  and  home  buyers  are  highly  discriminated  against. 
According  to  the  study,  Hispanics  seeking  housing  were  sul^ected 
to  discriminatory  practices  at  least  50  percent  of  the  time  in  the 
encounters  they  had  with  agents.  While,  of  course,  the  likelihood  is 
that  Hispanics  seeking  housing  will  encounter  some  form  of  dis- 
crimination, they  are  really  unlikely  to  lodge  a  complaint. 

Mr.  Secretary,  in  this  context,  serving  the  Hispanic  community 
effectively  presents  many,  many  challenges.  You  and  I  know  that. 
Many  Hispanics  may  not  have  a  complete  understanding  of  their 
rights.  Only  the  most  blatant  forms  of  housing  discrimination  are 
recognized  as  illegal  by  its  victims.  Language  difficulties  exacerbate 
these  conditions.  Few  private  fair  housing  organizations  focus  on 
the  Latino  community.  Most  Hispanic  community-based  organiza- 
tions lack  the  capacity  and  the  expertise  to  establish  fair  housing 
programs. 

So,  in  order  to  make  matters  worse,  I  might  say  that  HUD's 
Office  of  Fair  Housing  and  Equal  Opportunity  has  been  criticized 
for  its  failure  to  effectively  serve  the  nation's  growing  Hispanic 
communities. 

Mr.  Secretary,  do  you  believe  there  is  a  problem  with  fair  hous- 
ing and  equal  opportunity  enforcement  regarding  housing  discrimi- 
nation, particularly  against  Hispanics? 

Secretary  Cisneros.  Congressman,  first  of  all,  let  me  affirm  your 
information  as  to  what  the  study  shows  with  respect  to  discrimina- 
tion against  Hispanics.  Before  you  came,  I  mentioned  to  Congress- 
man Stokes  and  the  Committee  that  the  study,  the  same  study  to 
which  you  refer,  showed  that  about  60  percent  of  the  transactions 
involving  African-Americans  in  the  country,  with  respect  to  either 
housing  or  borrowing  for  housing,  involved  some  discrimination  in 
the  transaction.  These  were  very  sophisticated  mechanisms  for 
identifying  the  discrimination. 

You  are  correct,  about  50  percent  of  the  transactions  involve  His- 
panics. This  was  a  system  that  the  Urban  Institute  came  up  with, 
where  they  would  send  two  testers  with  the  same  income  and  the 
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same  occupation,  the  same  education,  same  appearance,  generally, 
to  try  to  rent  housing. 

They  videotaped  the  transaction.  In  one  case,  the  person  who  was 
white  would  be  told,  "yes,  there  is  a  apartment  for  rent.  It  is  $450, 
and  we  would  love  to  have  you."  Then  a  half-hour  later  a  person, 
same  income,  same  education,  same  occupation,  same  characteris- 
tics in  every  respect,  but  for  race  or  ethnicity,  would  come  forward 
and  they  would  be  told,  "well,  the  only  unit  we  have  is  $1,000"  or, 
"we  have  none  at  all,  we  just  rented  the  last  one."  This  is  on  video- 
tape. You  are  quite  correct — these  conditions  exist.  This  is  real  life 
in  America's  housing  markets.  We  are  totally  committed  to  the  fair 
housing  enforcements. 

It  is  my  judgment  that  we  have  been  insufficiently  vigorous  in 
recent  years  as  a  Department  in  this  matter.  We  are  increasing  the 
funding  for  the  fair  housing  function  and  we  have  been  able  to  re- 
cruit an  Assistant  Secretary  for  Fair  Housing  who  happens  to  come 
from  San  Francisco,  California,  whose  whole  life  has  been  dedicat- 
ed to  fighting  discrimination. 

She  is  a  lawyer  with  a  strong  advocacy  background  who  present- 
ly sits  as  a  member  of  the  Board  of  Supervisors  in  San  Francisco. 
She  has  a  good  policy  sense,  a  good  manner  and  temperament  for 
the  job.  A  person  who  understands  how  to  deal  with  people  and  try 
to  get  the  most  you  can  without  having  to  resort  to  punitive  mat- 
ters except  as  a  last  resort.  I  think  we  will  get  things  done. 

Specifically  to  speak  to  the  questions  you  raised  about  discrimi- 
nation against  Hispanics,  one  of  the  ways  that  we  can  address  this 
is  through  the  $6  million  of  additional  funding  that  we  are  seeking 
for  the  program  called  Fair  Housing  Initiatives  where  we  fund  or- 
ganizations to  help  us  in  the  Field.  We  fund  nonprofit  groups  to 
help  us  in  the  Field. 

It  would  be  very  appropriate  to  assist  the  nonprofits  who  are 
working  on  the  issue  of  discrimination  against  Hispanics  in  Chica- 
go right  this  minute  where  they  have  found  very  different  patterns 
of  decisions  made  by  the  housing  officials  there  with  respect  to  His- 
panics. I  expect  that  given  the  priority  we  will  be  giving  to  this 
function  that  is  what  we  will  be  doing. 

In  addition,  we  have  $2  million  this  year  for  Title  VIII  investiga- 
tions to  allow  us  to  work  with  States  and  local  fair  housing  agen- 
cies to  get  them  to  what  is  called  equivalency  where  they  can  actu- 
ally carry  out  the  mission  of  fair  housing  enforcements.  I  just  had 
a  discussion  with  the  Attorney  General  of  Texas,  Dan  Morales,  to 
get  his  attorney  general's  office  up  to  speed  so  they  can  be  substan- 
tially equivalent  to  our  own  standards.  That  is  another  way  in 
which  we  will  do  this  by  empowering  local  fair  housing  agencies 
where  there  is  a  need,  where  there  is  a  pattern  of  discrimination. 
But  we  are  committed. 

I  cannot  tell  you  how  many  discussions,  also,  we  have  had  on  the 
subject  except  to  say  that  the  most  fruitful  discussions  I  have  had 
almost  with  any  Assistant  Secretary-designee  and  the  most  fruitful 
kind  of  policy  proposals  have  come  in  this  area. 
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RESPONSE  TO  HISPANIC  COMMUNITY 

Mr.  Torres.  I  appreciate  your  understanding  of  the  problems  and 
your  willingness  to  move  ahead  on  it.  I  cited  in  my  question,  how- 
ever, the  terrible  problem  that  we  have,  perhaps  in-house,  in  HUD, 
with  its  FH&EO's  office  and  its  failure  to  significantly  address  this 
unique  circumstance. 

Specifically,  what  are  your  plans  for  improving  FH&EO's  level 
and  quality  of  service  response  to  the  Hispanic  community?  How  is 
that  going  to  be  designed  to  put  this  on  track  to  do  the  kind  of  job 
we  would  expect  it  to  do? 

Secretary  Cisneros.  We  have  been  very  attentive  to  hiring  and 
diversity  in  hiring  throughout  the  Department.  The  FH&EO  office 
is  no  exception.  While  we  have  not  hired  all  the  people  that  we  are 
going  to  for  key  slots,  I  would  suspect  that  you  will  see  that  diversi- 
ty in  that  office. 

Also,  it  will  be  represented  in  that  the  relationship  between  that 
office  and  the  General  Counsel's  office,  I  can  tell  you  right  now 
without  divulging  names,  that  you  will  be  very  pleased  with  the 
recommendation  we  are  making  to  the  White  House  with  respect 
to  the  General  Counsel's  office  and  how  it  relates  to  FH&EO.  So, 
the  combination  of  budget  priorities,  policies  and  staffing,  I  think, 
gets  right  to  the  point  that  you  raise. 

Mr.  Torres.  Within  that  staffing,  will  you  attempt  to  involve 
multilinqual  and  bilingual  people  who  understand  some  of  the 
problems  in  the  field  as  they  relate  to  this  office? 

Secretary  Cisneros.  Yes  sir. 

Mr.  Torres.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Mr.  Lewis,  I  yield  to  you. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  welcome  one  more  time. 

When  the  Administrator  of  the  EPA  was  here,  I  asked  the  gen- 
tlewoman what  they  might  do  in  terms  of  readjusting  their  pro- 
gram if  the  jobs  bill,  which  was  then  over  in  the  Senate,  somehow 
didn't  pass. 

Her  response  was:  Well,  no  one  has  ever  questioned  the  value  of 
the  funds  for  SRF  in  that  package  so  that  is  not  even  a  consider- 
ation. 

Here  we  are  in  a  different  day  and  a  different  time.  Can  you  give 
me  a  feeling  of  how  you  have  readjusted  your  recommendation 
here  as  it  relates  to  the  jobs  bill? 

budget  changes  after  non-enactment  of  jobs  bill 

Secretary  Cisneros.  I  don't  think  we  have  readjusted  it  at  all  be- 
cause we  had  this  in  process  before  the  stimulus  was  defeated.  The 
stimulus  would  have  given  us  $2.5  billion  in  CDBG  to  act  immedi- 
ately above  and  beyond  what  is  in  their  budget  and  it  would  have 
given  us  $423  million  in  homeless  funds  which  would  have  been  im- 
mensely useful.  They  were  defeated.  It  is  a  great  loss  and  painful 
to  me  to  not  have  those  resources. 

It  hurts  to  go  a  homeless  shelter  and  see  what  they  need  and  not 
be  able  to  have  those  resources.  But  I  don't  think  we  have  made 
any  changes  in  this  budget  because  of  that  defeat.  There  are  more 
than  enough  needs.  The  needs  are  being  addressed  by  what  is  here. 
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That  would  have  been  above  and  beyond  and  it  would  have  been 
well  spent.  But  it  is  not  here  to  spend. 

IMPROVEMENTS  IN  CDBG  PIPELINE 

Mr.  Lewis.  That  leads  me  to  the  real  question.  When  you  were 
here  before,  we  discussed  the  fact  that  there  were  over  $4  billion  o*" 
CDBG  in  the  pipeline.  What  has  happened  between  now  and  then 
to  improve  the  efficiency,  deliver  the  25  percent  a  month  rather 
than  waiting  four  years  to  do  so? 

Secretary  Cisneros.  Because  of  the  discussion  in  the  Senate,  I 
really  looked  into  the  problem.  Ideas  covered  several  things.  First 
of  all,  when  CDBG  money  is  earmarked  by  a  community  for  a 
given  project,  they  might  pick  a  project  that  takes  some  time  to  do. 

I  was  in  El  Paso  yesterday.  They  are  using  county  CDBG  to  do 
water  projects.  The  water  projects  take  a  long  time  to  do.  So  the 
criticism  that  was  made  in  the  Senate,  that  somehow  the  program 
was  flawed  as  a  job  creation  project  because  there  was  money  in 
the  pipeline,  was  just  not  correct. 

In  other  words,  you  could  not  substitute  the  money  that  was  al- 
ready allocated  for  the  second  and  third  year  of  a  water  project 
and  say  speed  it  up  because  there  are  inherent  gaps.  They  come  in 
a  kind  of  a  chronology.  You  have  to  spend  them  when  they  come 
up.  The  money  is  there  to  be  spent.  It  has  not  been  spent,  but  it  is 
allocated  to  something.  It  is  tied  to  something. 

So,  while  we  have  done  some  things  to  expedite  CDBG,  the  truth 
of  the  matter  is  that  inherent  in  the  program  and  the  kind  of 
projects  that  are  selected  are  some  built-in  gaps. 

Mr.  Lewis.  I  guess  that  suggests  that  even  with  the  jobs  factor,  it 
is  the  same  problem. 

Secretary  Cisneros.  No.  The  difference  is  the  communities  would 
have  selected  projects  of  which  they  had  ample  that  did  not  have 
built-in  gaps. 

Mr.  Lewis.  Out  of  that  $4  billion,  isn't  there  an3rthing  left  some- 
where that  could  be  assigned  where  final  funding  decisions  have 
not  been  made?  Is  there  not  a  dime  of  that  left? 

Secretary  Cisneros.  No,  sir.  I  will  tell  you  why.  First  of  all,  the 
communities  have  to  submit  a  plan  and  we  approve  the  plan. 
Second,  they  go  through  citizens'  participation.  So  the  citizens  are 
locked  into  it. 

Now  what  they  have  tied  their  projects,  to,  they  have  tied  their 
projects  to,  both  with  HUD  and  with  their  own  citizens.  So  it  is  not 
as  if  you  can  say  we  will  take  money  from  your  projects  and  allo- 
cate it  to  something  else  that  needed  the  stimulus.  That  money  has 
gone  through  several  processes  that  link  it  to  certain  projects.  That 
is  the  simple  truth. 

Mr.  Lewis.  I  can't  imagine  even  with  the  stimulus  projects,  there 
would  not  have  been  the  public  hearing  process  and  the  application 
process. 

Secretary  Cisneros.  I  don't  want  to  be  argumentative  but,  one, 
we  told  them  to  do  the  citizen  participation,  so  many  communities 
already  had  their  citizen  participation.  I  was  in  Milwaukee  2  weeks 
before  the  stimulus  was  defeated  and  they  were  having  their  citi- 
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zen  participation  on  the  Monday  night  after  I  was  there  on  the 
weekend. 

Second,  we  built  in  real  fast  timetables.  We  told  them  we  needed 
the  plan  in  45  days  and  if  they  didn't  have  it,  they  forfeited  their 
right  to  this  stimulus  CDBG.  If  by  September  30  you  don't  have  20 
percent  of  the  money  actually  spent,  then  the  difference  between 
what  you  spend  and  20  percent  of  your  funds  is  going  to  be  recap- 
tured. You  either  spend  it  or  you  lose  it. 

Third,  which  we  were  going  to  do  like  waiving  the  cap  on  public 
service  spending  from  15  percent,  lifting  it  to  25  percent  so  that 
they  could  spend  on  soft  jobs  in  addition  to  construction. 

So  there  was  an  inherent,  almost  qualitative  difference  in  the 
kinds  of  things  proposed  under  the  stimulus. 

Mr.  Lewis.  I  would  really  hope  that  your  people  at  the  working 
level  would  take  that  same  spirit  as  they  are  dealing  with  those  ap- 
plications in  the  public  process,  exercising  waivers  where  it  is  ap- 
propriate, otherwise  it  seems  to  me  that  if  it  were  possible  in  the 
former  package  there  would  be  a  lot  of  possibilities  in  the  pipeline. 

Secretary  Cisneros.  I  think  you  are  right.  We  want  to  think 
about  how  we  can  address  the  criticisms  that  were  made  of  CDBG. 
We  took  those  to  heart.  What  we  have  heard  on  the  Floor  of  the 
Senate  and  what  was  hammered  into  the  public  consciousness, 
some  of  it  unfair,  but  some  of  it  we  take  to  heart,  and  we  are  pre- 
pared to  make  some  modifications  so  these  criticisms  don't  become 
so  rooted  that  the  program  is  tainted. 

DEFICIT  REDUCTIONS 

Mr.  Lewis.  Mr.  Secretary,  I  have  here  a  list  of  those  individual 
elements  that  make  up  a  deficit  reduction  package,  almost  $11  bil- 
lion that  is  HUD's  contribution  to  deficit  reduction  over  a  five-year 
period.  As  I  look  over  that  list,  I  try  not  to  be  a  cynic  in  this  proc- 
ess, but  it  looks  to  me  like  in  the  process  you  have  not  eliminated  a 
single  major  HUD  program  with  management  efficiency  or  sub- 
stantial funding  backlog. 

You  are  suggesting  a  scaling  back  of  a  unpopular  initiative  by 
your  predecessor,  namely  HOPE,  and  to  eliminate  the  account  that 
is  a  source  of  congressional  initiatives.  Those  two  are  relatively 
small.  But  I  look  down  at  elimination  of  special  purpose  grants, 
budget  authority.  You  are  saving  $268  million  the  first  year.  It 
looks  like  you  multiplied  that  by  five  to  get  to  $1.38  billion.  That  is 
an  imaginative  way  of  getting  to  what  the  savings  will  be. 

But,  I  can't  help  but  wonder  if  you  are  not  a  bit  light  about  the 
potential  of  deficit  reduction  here.  Am  I  substantially  misreading 
the  contribution  that  can  be  made  by  reinventing  government  by 
HUD  or  is  this  not  the  year  to  move  too  fast? 

Secretary  Cisneros.  No.  We  are  serious  about  the  reinventing 
process.  I  think  HUD  leads  the  Government  right  now  based  on  the 
indications  that  the  Vice  President  has  given  us,  and  the  opportu- 
nities that  I  have  had  in  Cabinet  meetings  to  describe  what  HUD  is 
doing.  We  are  actually  near  the  front  of  the  pack  in  terms  of  how 
much  time  we  have  spent  on  it  and  how  we  are  analyzing  it. 

Part  of  it  is  because  HUD  has  this  backlog  of  management  prob- 
lems that  need  to  be  addressed.  I  guess  what  I  would  say  is  that  we 
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have  some  exceedingly  costly  problems  in  some  key  areas.  If  any- 
thing, even  in  the  best  reinventing  climate,  HUD  probably  needs 
more  than  what  we  are  asking  for.  But  this  is  a  realistic  era  of  def- 
icit reduction. 

As  a  result,  we  are  not  going  to  cut  deeply  into  the  things  that 
have  been  left  unattended  for  a  number  of  years  that  are  going  to 
bite  us  real,  real  bad,  all  of  us  associated  with  this:  we  for  not 
doing  enough,  you  for  not  riding  herd  over  us  hard  enough,  when 
you  look  at  the  problem  of  renewals,  when  you  look  at  existing 
housing  as  developers  and  landlords  try  to  get  out  of  the  low 
income  housing  and  we  have  to  create  incentives  find  new  subsi- 
dies to  keep  them  in. 

As  you  look  at  the  FHA  assets  problem — frankly,  we  are  doing 
everjrthing  that  we  can — given  the  realities  of  our  contribution  to 
budget  reduction  and  yet  the  problems  are  immense.  So  I  would 
say  that,  if  anything,  I  would  be  asking  for  more  funds  if  it  were 
possible  for  these  things,  but  it  is  just  not. 

I  think  we  are  fortunate  to  hold  onto  what  we  have.  We  will  do  a 
better  job  with  it  and  maybe  by  next  year  we  will  come  and  we  will 
want  to  talk  with  you  about  shifting  from  one  program  to  another. 
But  with  the  backlogs  we  have,  it  would  be  unconscionable  to  ask 
for  less  than  this  and  in  the  final  analysis  it  would  be  self-destruc- 
tive with  the  backlog  of  programs  the  Department  has. 

GROWTH  IN  THE  HUD  BUDGET 

Mr.  Lewis.  Mr.  Secretary,  I  am  empathetic  to  that  response,  but 
it  is  one  thing  to  claim  on  the  one  hand  a  contribution  to  deficit 
reduction  because  of  the  impact  a  huge  deficit  can  have  on  all  our 
lives  ranging  from  the  successful  entrepreneurs  to  the  poorest  of 
the  poor.  But  having  said  that,  your  five-year  plan  anticipates 
growth  in  the  total  HUD  budget  from  the  $26  billion  to  $38.5  bil- 
lion. That  is  not  exactly  deficit  reduction. 

If,  indeed,  a  former  President  when  confronted  with  a  suggestion 
of  a  cut  between  $10.8  billion  and  a  five-year  plan  that  moves  from 
$26  billion  to  $38.5  billion,  I  can  guess  that  in  the  campaign  that 
preceded  this  one  by  a  couple  of  jolts  we  came  across  the  term 
"voodoo  economics". 

Secretary  Cisneros.  I  am  happy  that  there  are  other  depart- 
ments to  help  share  the  load  on  deficit  reduction.  If  this  Depart- 
ment had  to  carry  it,  alone  we  would  have  gone  out  of  business.  Let 
me  give  you  an  example  of  the  kind  of  problem  we  have. 

Take  the  area  of  modernization  of  public  housing.  It  is  estimated 
that  it  would  take  $13.4  billion  to  modernize  public  housing  to 
building  codes  standards  and  $242  million  to  meet  all  the  modern- 
ization needs.  We  are  asking  for  $3.1  billion.  So  we  hardly  make  a 
dent  in  a  $22  billion  problem. 

I  guess  all  I  can  say  is,  I  am  grateful  that  we  have  what  we  have, 
and  we  have  tried  to  make  the  case  that  we  need  to  have  these 
funds.  The  President  and  OMB  have  been,  I  think,  considerate  of 
that.  We  end  up  in  the  position  that  we  are.  I  am  not  going  to 
make  the  claim  that  HUD  is  making  the  greatest  contribution  of 
any  department  toward  deficit  reduction  because  it  is  not. 
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I  think  the  Defense  Department  is  doing  more  and  other  depart- 
ments are  doing  more.  The  Department  of  Labor  has  actually  gone 
down  in  funding  significantly.  It  is  about  15  percent  or  more  off  its 
previous  numbers.  I  think  the  HUD  was  able  to  increase  about  the 
most  of  any  department.  There  is  a  reason  for  that,  and  that  is  be- 
cause everybody  is  scared  to  death  of  what  these  problems  will 
amount  to.  We  have  had  GAO  reports.  We  have  IG  reports  that  tell 
us  that  we  don't  have  computer  systems.  We  don't  know  what  our 
Section  8  renewals  will  come  to.  We  have  management  problems. 

We  have  a  job  to  do  and  I  am  grateful  for  this  thing. 

Mr.  Lewis.  It  is  frustrating  for  us  as  well  but  I  still  find  myself 
scratching  my  head.  You  could  help  me  understand  better.  I  am 
new  on  this  committee  in  this  responsibility  and  I  think  maybe  a 
slow  learner.  But  I  see  the  department's  budget  increased  by  $12 
million  over  the  next  five  years.  It  is  initiating  new  programs, 
eliminating  only  one  major  program  and  still  you  talk  about  signif- 
icant deficit  reduction  contributions. 

Secretary  Cisneros.  If  we  were  to  look  at  the  need  and  project 
the  need  into  the  future,  and  then  run  the  line  at  what  we  are 
asking  for,  I  think  you  would  say  that  there  is  a  big  gap  there.  It 
will  be  incumbent  upon  us  to  manage  better,  to  allocate  our  funds 
better,  and  we  will  be  making  a  contribution  to  all  of  the  national 
problems,  deficit  reduction,  as  well  as  the  pressing  needs  in  our 
communities  and  cities. 

AUTHORIZING  LANGUAGE  NEEDED 

Mr.  Lewis.  Mr.  Chairman,  in  a  couple  of  these  items  on  this  list, 
as  an  aside,  there  is  $6  million  that  comes  from  reducing  Section  8 
administrative  fees  for  public  housing  authorities  and  $46  million 
for  changes  in  the  preservation  program.  Both  of  those,  I  under- 
stand, require  legislative  language,  which  the  Secretary  may  have 
submitted  with  his  proposal  here.  If  I  remember  correctly.  Chair- 
man Natcher  has  us  under  strict  orders  that  we  not  be  in  the  au- 
thorizing business. 

Mr.  Stokes.  I  think  you  are  right.  It  is  an  area  that  we  are  going 
to  have  to  look  at,  in  light  of  the  actions  that  were  taken  earlier 
this  session  with  our  Democrat  Caucus,  legislative  language  was 
called  to  our  attention.  So  it  is  something  we  are  going  to  look  at 
very  closely. 

STAFFING  REDUCTIONS 

Mr.  Lewis.  Mr.  Secretary,  I  see  that  you  will  be  cutting  an  addi- 
tional 219  FTE  based  upon  President  Clinton's  directive  to  have  the 
Cabinet  reduce  staff. 

Secretary  Cisneros.  I  think  by  1995  it  goes  to  545. 

Mr.  Lewis.  The  summary  table  on  full  time  equivalent  personnel 
makes  it  look  as  if  these  cuts  are  basically  being  applied  propor- 
tionately across  the  programs.  Only  the  Office  of  Lead  Paint  and 
the  Government  National  Mortgage  Insurance  Company  are  spared 
from  the  cut;  is  that  right? 

Secretary  Cisneros.  Yes. 

Mr.  Lewis.  Did  the  President  and  0MB  direct  you  to  make  the 
219  FTEs  in  staff  cuts? 
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Secretary  Cisneros.  Yes  sir. 

Mr.  Lewis.  Do  you  have  the  freedom  to  allocate  the  cuts  yourself 
or  are  they  across  the  board  by  direction? 

Secretary  Cisneros.  We  allocated  first  across  the  board.  On  more 
careful  analysis,  we  could  try  to  allocate  them  in  a  different  priori- 
ty fashion.  But  we  allocated  them  across  the  board. 

Mr.  Lewis.  All  right.  I  have  seen  one  estimate  that  indicated 
that  HUD's  staff  has  been  reduced  by  20  percent  from  17,000  to 
13,500  over  the  last  ten  years.  Frankly,  it  is  this  Member's  view 
that  this  is  the  right  direction,  not  the  wrong  direction. 

Secretary  Cisneros.  Yes  sir.  We  have  no  expectation  that  that 
pattern  will  be  reversed. 

CDBG  BACKLOG 

Mr.  Lewis.  Mr.  Secretary,  you  have  a  backlog  of  several  billion 
dollars  in  CDBGs.  The  fiscal  year  1993  appropriation  was  $4  billion. 
The  stimulus  package  ups  that  by  another  $2.5  billion.  You  are  re- 
questing another  $4.2  billion  in  1994.  I  know  this  gets  political  in 
light  of  the  stimulus  debate.  That  debate  seemed  to  go  on  and  on. 

I  want  to  avoid  that  as  much  as  I  can,  but  there  has  been  biparti- 
san support  for  the  CDBGs.  I  do  not  want  to  encourage  you  to 
abandon  your  efforts  to  reform  the  management  and  bureaucracy 
in  Washington.  You  have  major  dollars  here.  You  have  professed 
pipeline  problems,  yet  you  are  proposing  to  cut  17  FTE  from  the 
field  offices  in  the  CDBG  program.  Are  you  sure  that  is  the  right 
strategy  given  the  requirements? 

The  thrust  of  this  questioning  is,  as  you  continue  to  respond  to 
staff  reduction  across  the  board,  it  can  hit  programs  where  there  is 
a  real  chance  of  having  dollars  flow,  more  efficiently.  I  am  not  sure 
how  you  do  that  with  CDBGs  without  staff  increases. 

Secretary  Cisneros.  First  of  all,  I  would  quarrel  with  the  charac- 
terization of  CDBG  as  a  backlog,  because  it  is  money  assigned  to 
particular  projects  waiting  for  it  to  get  done.  Our  experience  is  that 
it  is  not  a  backlog  in  that  some  projects  have  not  been  identified. 
Furthermore,  the  method  of  accounting  exacerbates  what  appear  to 
be  backlogs  because  of  differences  between  Federal  and  local  fiscal 
year. 

I  had  to  speak  to  the  President  about  this.  He  asked  me  how 
could  it  be  that  we  only  spent  4  percent  in  the  first  fiscal  year.  The 
answer  is  that  the  communities  get  their  money  about  April  or 
May  and  begin  to  spend  it  in  the  summer  generally  every  year. 
The  Federal  fiscal  year  is  over  in  October  and  they  have  spent  only 
a  small  proportion,  allocated  for  spending  only  a  small  portion  by 
the  end  of  the  fiscal  year.  The  result  is  that  it  looks  like  a  small 
proportion  is  expense  in  the  fiscal  year. 

It  is  not  really  the  backlog  that  it  appears.  We  think  the  answer 
lies  not  in  adding  staff  to  move  those  funds  along,  but  in  working 
relationships  with  local  government,  interest  groups,  et  cetera.  For 
example,  one  of  the  things  we  were  going  to  do  in  the  stimulus  was 
to  create  an  advisory  committee  of  local  officials  at  the  regional 
level  who  would  push  communities  around  that  have  been  for 
whatever  reason  laggardly  in  spending  CDBG  funds. 
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We  can  do  that  without  staff  positions.  That  is  the  intent.  The 
environment  is,  we  are  not  going  to  be  able  to  count  on  more  posi- 
tions. Every  position  we  add  to  CDBG  is  something  that  comes 
from  somewhere  else.  We  can't  afford  them  either.  We  will  make 
do  with  the  reality  of  what  we  have  in  terms  of  positions. 

Mr.  Lewis.  Mr.  Secretary,  I  was  appreciative  of  your  response  at 
the  initial  part  of  my  portion  of  the  general  questions.  I  would 
hope  that  as  we  go  forward  with  new  dollar  amounts  that  goes  to 
CDBGs  as  a  result  of  this  appropriation  process,  that  many  of  those 
acceleration  techniques  and  designs  and  applications  that  you  sug- 
gested as  part  of  the  jobs  package,  will  be  implemented  relative  to 
this  normal  process  and  maybe  we  will  discuss  that  further  next 
year. 

Secretary  Cisneros.  The  difference  between  the  normal  process 
and  the  jobs  portion  is  that  the  jobs  portion  was,  as  was  identified 
in  its  title,  a  stimulus  effort  to  try  to  get  the  economic  recovery 
going.  Now  if  we  did  that  every  year,  then  we  would  bias  the  selec- 
tion of  projects  away  from  some  longer-term  things  that  need  to  be 
done  toward  the  kind  of  thing  you  want  in  a  stimulus  environment. 

I  am  not  sure  it  would  be  wise  to  impose  those  same  kinds  of  feist 
spending  requirements  in  a  normal  year  when  what  you  really 
want  is  renovation  of  a  school  and  not  just  sidewalks.  The  side- 
walks can  be  done  this  summer,  but  the  school  renovation  needs 
planning,  engineering  and  will  take  some  time.  I  am  saying  by  defi- 
nition the  stimulus  portion  was  in  character  different  than  the 
normal  year  output. 

Mr.  Lewis.  Let  me  suggest  perhaps  a  10  percent  spend-out  is  not 
good  enough.  In  California  we  have  unemployment  rates  that  are 
pushing  10  percent  and  in  my  district,  14  percent.  I  don't  anticipate 
the  need  for  stimulus  will  disappear  in  the  next  12  months. 

Secretary  Cisneros.  The  case  you  make  is  a  good  one.  We  need 
the  jobs,  despite  the  fact  that  the  stimulus  itself  was  not  passed. 

Mr.  Lewis.  Thank  you. 

MORTGAGE  AND  RENTAL  DISCRIMINATION 

Mr.  Stokes.  We  will  continue  with  more  general  questions. 

Mr.  Secretary,  you  mentioned  racism  in  housing.  You  have  had 
extensive  discussion  with  Mr.  Torres  on  the  subject.  Can  you  tell  us 
what  specific  steps  HUD  is  taking  or  plans  to  take  to  reverse  mort- 
gage and  rental  discrimination? 

Secretary  Cisneros.  I  think,  sir,  a  number  of  things.  First  of  all,  I 
described  a  beefing  up  of  our  fair  housing  staff.  They  will  be  work- 
ing with  the  States  and  local  £igencies  on  fair  housing  equivalency, 
which  is  to  say  empowering  and  beefing  up  the  capacity  and  certi- 
fying the  skills  and  capacity  of  the  local  fair  housing  organizations 
to  carry  out  the  functions.  That  is  a  very  important  function,  to  use 
the  Attorney  General's  offices  and  the  D.A.'s  offices  in  the  special 
capacity  where  it  exists  to  do  this  function. 

Additionally,  we  will  be  funding  by  higher  amounts.  I  indicated 
some  $6.4  million  of  increases  under  the  Fair  Housing  Initiatives 
Program.  I  have  found  them  to  be  very,  very  effective  in  that  they 
help  organize  and  build  our  capacity  in  fair  housing  enforcement. 
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Frankly,  we  fund  organizations  that  turn  around  and  sue  us. 
That  is  what  happens.  We  fund  non-profit  organizations  and  then 
they  sue  local  housing  authorities  for  the  discriminatory  practices 
that  they  may  be  employing.  I  have  seen  this  on  any  number  of 
occasions. 

When  we  are  wrong,  they  catch  us.  I  think  this  is  appropriate 
and  they  help  us  improve.  Those  are  two  specific  things.  In  addi- 
tion, we  will  be  working  on  CRA-related  issues,  although  it  is  not 
specifically  not  our  mandate  to  do  so.  But  we  will  be  working  with 
the  agencies  that  are  involved  in  CRA  enforcement  because  we 
cannot  do  our  job  of  development  of  communities  without  local 
lending  and  CRA  is  too  important  a  tool  to  overlook. 

I  have  asked  Roberta  Achtenberg,  the  designee  in  this  area,  to 
also  work  on  insurance  red-lining  issues,  as  I  mentioned  earlier,  to 
initiate  a  series  of  discussions  with  suburban  communities,  metro- 
politan areas  about  how  to  share  responsibility  for  housing  metro- 
politan areas-wide  so  we  can  move  on  the  concentration  of  the 
poorest  populations. 

EMPLOYMENT  PROGRAMS  FOR  CITY  RESIDENTS 

In  addition,  the  fair  housing  organization  at  HUD  will  have  re- 
sponsibility for  working  on  assuring  that  the  central  city  residents 
and  poor  people  are  employed  on  HUD  projects.  When  we  fund 
CDBG  and  other  programs  where  employment  is  given,  for  exam- 
ple, to  residents  of  housing  authorities  and  so  forth,  we  can  get  a 
"jobs"  effect  from  it. 

All  of  these  will  be  an  enhanced  mandate  to  the  fair  housing  or- 
ganization. So  I  think  you  will  find  between  the  resources  we  bring 
to  it  and  the  way  we  staff  it,  as  I  responded  earlier  in  response  to 
Congressman  Torres,  you  will  find  a  more  vigorous  enforcement. 

Now,  let  me  make  clear  that  while  it  sometimes  is  necessary  to 
be  punitive,  and  unfortunately  racism  is  the  kind  of  irrational  emo- 
tion that  responds  to  only  to  punitive  measures,  it  is  my  hope  that 
we  can  do  as  much  as  possible  through  incentives,  making  it  worth- 
while for  a  metropolitan  area  to  set  up  a  countywide  housing  au- 
thority which  makes  it  possible  for  them  to  use  public  housing 
funds  on  a  scattered  sight,  smaller  scale  basis  throughout  a  metro- 
politan area. 

For  example,  by  creating  incentives  for  a  county  to  do  that  and 
we  are  going  to  work  on  those  kinds  of  approaches  to  breaking 
down  the  effects  of  racism  in  this  society.  She  has  devised  a  very 
good  plan  of  action.  She  is  up  for  confirmation  this  Thursday.  As 
soon  as  she  is  on  board  and  confirmed,  I  think  you  are  going  to  see 
some  real  action. 

I  would  say  this  is  the  25th  anniversary  year  of  the  Fair  Housing 
Act  of  1968.  Again,  I  have  been  waiting  for  Roberta  to  be  confirmed 
because  she  has  done  all  the  work  and  I  want  her  to  get  all  the 
credit.  As  soon  as  she  is  confirmed,  I  would  like  to  invite  you  all 
over  to  the  Department  for  a  celebration  of  the  25th  anniversary, 
which  we  will  celebrate  with  a  plan  of  action  for  fair  housing  at 
HUD  which  will  carry  on  the  best  traditions  of  the  Fair  Housing 
Act  of  1968. 
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Mr.  Stokes.  Good.  I  am  sure  members  of  the  committee  will  be 
ple£ised  to  be  invited  to  that. 
Mr.  Lewis.  When  is  that  confirmation  hearing? 
Secretary  Cisneros.  Thursday. 

RECIPROCAL  BENEFITS  FROM  BENEFICIARIES 

Mr.  Stokes.  Mr.  Secretary,  you  mentioned  that  HUD  will  look 
for  a  reciprocal  effort  on  the  part  of  the  individuals  provided  bene- 
fits and  assistance.  Tell  us  how  does  HUD  plan  to  get  this  recipro- 
cal benefit  from  the  beneficiaries  of  assistance? 

Secretary  Cisneros.  I  am  not  sure  I  know  the  reference  there. 

Mr.  Stokes.  I  will  quote  it  for  you  so  you  will  know  exactly  what 
it  is.  It  is  page  8  of  your  formal  statement. 

Secretary  Cisneros.  In  general  terms  let  me  try  to  expand  on  the 
concept  of  reciprocity.  I  have  tried  to  articulate  a  concept  of  rights 
and  responsibilities  which  we  hope  to  infuse  through  our  programs; 
that  is,  there  is  an  expectation  that  people  who  receive  assistance 
will,  for  their  part,  move  themselves  on  a  track  toward  self-suffi- 
ciency. I  will  get  to  the  concrete  specifics  in  a  moment. 

In  this  country,  we  believe  in  a  right  for  education  but  there  is 
also  a  responsibility  to  study.  There  is  a  right  to  decent  housing  es- 
tablished in  the  Housing  Act  of  1949,  President  Truman's  adminis- 
tration. It  was  landmark  legislation.  There  is  also  a  responsibility 
to  maintain  it  and  improve  it.  There  is  a  right  to  a  secure,  safe 
community  life  but  also  a  responsibility  to  be  a  citizen  and  partici- 
pate in  that. 

We  want  to  try  to  strike  a  balance  where  we  help  people  in 
public  housing,  which  is,  on  the  side  of  rights  is  the  issue  of  a  right 
to  a  decent,  safe  housing  unit.  This  is  not  a  favor  or  a  charity.  We 
believe  it  is  a  right  in  this  country  that  people  ought  to  be  able  to 
live  in  a  decent  setting. 

I  am  incensed,  as  I  go  about  the  country,  with  the  attitude  of 
public  housing  authority  officials  who  seem  to  look  down  on  public 
housing  residents  because  they  are  poor.  I  was  talking  in  El  Paso 
about  the  people  in  the  public  housing,  about  the  cultural  gap  be- 
tween the  people  in  the  three-piece  suits  and  live  in  air  condition- 
ing. So  we  have  an  obligation  to  provide  safe  and  decent  housing 
and  not  treat  people  as  sub-humans  because  they  happen  to  be 
poor. 

On  the  responsibilities  side,  when  we  set  up  programs  to  offer 
training  and  to  offer  work  and  to  make  it  possible  for  people  to  im- 
prove themselves,  we  want  to  create  the  impetuses  that  encourages 
people  to  take  advantage  of  that.  We  want  to  create  out  of  public 
housing  a  sense  that,  yes,  this  is  shelter,  but  it  is  also  a  platform 
from  which  we  build  the  dynamic  toward  self-sufficiency. 

Here  is  the  sentence  in  my  statement.  It  says,  "at  the  same  time 
as  we  provide  benefits  and  assistance,  and  offer  a  hand-up,  HUD 
will  look  for  a  reciprocal  effort  on  the  part  of  the  individual." 

I  was  in  Baltimore  a  few  weeks  ago.  I  guess  now  it  is  almost  a 
couple  of  months  ago.  I  talked  to  residents  there  about  how  they 
want  to  work.  The  30  percent  rule  that  I  referred  to  earlier  is  a 
disincentive,  a  discouragement  to  work.  If  we  can  on  our  side  do 
things  like  eliminate  the  30  percent  rule  so  that  people's  rents 


43 

don't  go  up  proportionately,  dramatically  when  they  work,  then  the 
reciprocity  is  that  people  will  actually  try  to  improve  themselves 
and  work. 

If  we  can  offer  child  care  in  public  housing  projects,  then  the  rec- 
iprocity is  that  people  will  try  to  work  because  they  know  that 
their  children  are  being  taken  care  of  in  a  safe  environment.  If  we 
can  offer  job  training  at  a  public  housing  project  or,  for  example, 
training  in  construction  crafts,  then  the  reciprocity  is  that  central 
city  youth  will  try  to  make  something  of  their  skills  and  take  ad- 
vantage of  that.  So  that  is  the  notion  of  the  reciprocity. 

We  have  nothing  here  that  heavy-handedly  denies  people  their 
rights.  That  is  not  the  point.  But  it  is  to  create  an  environment  in 
which  people  can  get  some  lift  out  of  things  we  do. 

Mr.  Stokes.  I  can  appreciate  what  you  are  saying.  We  thought  it 
important  to  have  you  explain  that  on  the  record. 

Secretary  Cisneros.  Thank  you  sir. 

INVESTMENT  PORTION  OF  THE  BUDGET 

Mr.  Stokes.  The  1994  budget  requests  $25.8  billion  for  HUD.  Of 
that  amount,  $1.8  billion  is  in  the  so-called  "investment"  portion  of 
the  request.  Our  understanding  is  that  the  administration's  govern- 
ment-wide discretionary  budget  requests  is  more  than  currently 
within  the  1994  caps  established  by  the  1990  summit  agreement;  is 
that  your  understanding  also? 

Secretary  Cisneros.  Yes  sir.  Let  me  say  on  the  issue  of  invest- 
ment and  HUD's  core  programs  that  I  wish  we  could  do  more. 
This,  in  some  sense,  goes  to  the  answers  I  gave  earlier  to  Congress- 
man Gallo  and  Congressman  Lewis.  I  wish  we  could  do  more  in  in- 
vestment proposals.  Ours  is  $1.8  billion  as  against  a  core  budget  au- 
thority of  the  $23.6  billion.  I  wish  we  could  do  more  in  investment, 
but  HUD's  core  programs  require  much  attention — $16  billion  is  in 
Section  8  contract  renewals,  modernization  of  public  housing, 
public  housing  operating  subsidies. 

That  leaves  us,  after  those  core  programs,  which  are  driven  by 
pent  up  backlog  of  needs,  it  leaves  us  just  over  $7  billion  to  do 
CDBG,  to  do  HOME,  to  do  homeless  programs,  to  do  fair  housing. 
So  this  Department,  unlike  others — if  this  was  the  Department  of 
Commerce,  I  think  they  have  a  good  deal  more  money  for  "invest- 
ment" in  the  Department  of  Commerce  this  year.  But  in  HUD,  we 
have  Section  8  renewals  that  are  a  time  bomb  that  is  ticking. 

We  have  housing  modernization  that  just  gets  worse  every  day  it 
is  left  unattended.  We  have  FHA  assets  that  don't  sit  still  but  get 
worse  so  that  mayors  come  forward  and  say  you  are  creating 
blight,  you  are  a  blighting  force  in  our  communities.  As  a  Federal 
agency,  we  are  contributing  to  slum  conditions.  I  don't  have  any 
choice  but  to  put  the  money  in  the  core  budget. 

Mr.  Stokes.  The  administration's  budget  proposes  a  general  pro- 
vision that  the  funds  in  the  investment  package  be  in  a  separate 
bill  and  the  funds  not  be  available  until  there  are  offsetting  sav- 
ings and  the  caps  are  raised.  Is  that  your  understanding  also? 

Secretary  Cisneros.  Yes  sir,  it  is  my  understanding. 

Mr.  Stokes.  That  leads  us  to  ask  you  as  to  the  relative  priority 
for  the  investment  requests.  Are  the  investment  requests  a  higher 
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priority  than  the  regular  requests  or  lower  than  the  regular  re- 
quests or  about  the  same?  We  ask  this  question  because  your  de- 
tailed justifications  do  not  treat  them  separately. 

Secretary  Cisneros.  Sir,  I  would  love  to  tell  you  that  everything 
is  of  equal  priority,  especially  if  you  are  going  to  ask  me  to  cut 
something.  I  don't  want  to  tell  you  what  ought  to  be  cut  first,  but 
to  be  acting  in  complete  good  faith  with  you  today  I  would  say, 
speaking  just  for  myself,  we  cannot  take  cuts  in  these  core  pro- 
grams without  creating  conditions  that  eventually  will  result  in 
what  only  could  be  called  potential  for  scandal,  corruption,  continu- 
ing deterioration.  Just  can't  cut  into  those  core  programs. 

Mr.  Stokes.  Your  answer  is  important  to  us  because  this  bill  will 
be  marked  up  some  time  next  month.  Also  in  this  period  of  time 
we  will  get  our  602(b)  allocation.  The  problem  that  we  are  confront- 
ed with  is  that  our  602(b)  allocation  will  not  be  adequate  to  cover 
the  President's  budget.  So  we  have  to  know  how  to  deal  with  the 
core  package  and  the  investment  package  in  terms  of  priorities. 

Secretary  Cisneros.  Again,  I  would  say  that  this  Budget  is,  in  my 
opinion,  on  the  lean  side  considering  the  magnitude  of  the  need. 
When  we  offer  a  new  program  which  falls  in  the  investment  group 
like  our  crime  program  which  is  $690  million  through  1998,  you 
can  call  it  investment;  you  can  call  it  new  or  innovation.  But,  when 
I  go  out  to  housing  authorities  and  people  are  scared  to  death  at 
what  they  face,  that  really  is  a  very  essential  program. 

On  the  other  hand  the  Section  8  renewals  program,  the  FHA 
assets  problem,  the  preservation  problem,  the  public  housing  mod- 
ernization problem,  I  would  not  be  responsible  if  I  did  not  make 
those  the  highest  priority. 

CONSOLIDATION  OF  HOUSING  PROGRAMS 

Mr.  Stokes.  Mr.  Secretary,  the  administration's  vision  report 
mentioned  the  consolidation  of  the  housing  development,  elderly 
and  disabled  housing  programs  into  the  HOME  program.  This 
budget  does  not  do  that.  As  I  understand  it,  the  proposal  to  consoli- 
date the  several  programs  into  HOME,  a  block  grant  program,  was 
to  give  greater  flexibility  to  State  and  local  governments.  Is  that 
correct? 

Secretary  Cisneros.  Yes  sir.  The  change  that  occurred  is  largely 
in  response  to  the  very  legitimate  and  sincere  comments  that  we 
heard  at  the  briefing  that  we  gave  to  this  Committee,  when  Mem- 
bers suggested  that  the  elderly  program  and  the  disabled  program 
had  been  so  successful  that  they  should  not  be  separated.  I  heard 
this  from  the  authorizing  Committee  and  others,  so  we  took  this 
case  back  to  0MB  and  they  allowed  us  to  keep  the  programs. 

Mr.  Stokes.  Is  there  any  concern  about  folding  existing  programs 
into  the  unproven  HOME  program? 

Secretary  Cisneros.  I  am  confident  that  we  will  get  the  HOME 
program  into  shape.  One  of  the  questions  asked  me  that  left  me 
stunned  when  the  President  made  his  speech  on  February  17 — they 
said  "you  are  going  to  take  a  successful  program  like  202  and  roll 
it  into  an  unproven  program?  "  It  made  so  much  sense  the  way  it 
was  asked  that  we  took  the  case  back  to  0MB,  and  they  allowed  us 
to  have  these  programs  separate.  I  am  confident  that  we  will  have 


45 

the  HOME  program  back  on  a  stable  footing,  but  the  truth  is  that 
the  programs  have  such  a  stable  tradition  and  record  that  they 
merit  standing  on  their  own. 

CONSOLIDATION  OF  CERTIFICATES  AND  VOUCHERS 

Mr.  Stokes.  What  is  your  feeling  about  consolidating  all  of  the 
housing  programs  including  certificates  and  vouchers? 

Secretary  Cisneros.  Into  something  like  HOME  or  something  of 
that  nature?  It  may  be  something  we  will  want  to  consider  at  some 
future  time,  although  there  is  no  live  proposal  of  that  kind  on  the 
table.  I  could  not  recommend  it  at  this  time. 

Mr.  Stokes.  Would  a  reduction  in  HUD's  staffing  in  future  years 
push  you  toward  that  type  of  proposal? 

Secretary  Cisneros.  It  might  be  something  we  would  have  to  do, 
pushed  to  the  wall  with  fewer  people.  I  am  not  saying  that  would 
be  the  right  thing  in  terms  of  how  these  programs  work  out  in  the 
community,  because  they  are  targeted  to  do  different  things.  I  will 
admit,  we  have  traditionally  had  too  many  separate  programs  with 
individual  characteristics,  but  I  think  we  ought  to  proceed  on  this 
thoughtfully  and  carefully  over  a  span  of  time  and  not  push  things 
together  that  probably  don't  belong  together. 

STAFF  REDUCTIONS  BY  1995 

Mr.  Stokes.  Another  proposal  in  the  Vision  Report  is  to  reduce 
employment  by  100,000  by  1995.  You  indicated  I  think  545  for  you? 

Secretary  Cisneros.  Yes. 

Mr.  Stokes.  How  will  the  department  be  able  to  administer  its 
programs  in  an  efficient  and  productive  manner  with  this  type  of 
staffing?  Numerous  IG  reports  indicated  additional  staff  for  these 
programs. 

Secretary  Cisneros.  There  are  several  pieces.  First  of  all,  I  feel 
confortable  that  our  FTE  contribution  is  only  545  people.  At  the 
same  time,  HUD  has  suffered  a  lot  of  shots  the  last  number  of 
years  from  17,000  down  to  13,500.  So  we  have  already  made  our 
contribution  over  the  years.  It  may  be  that  the  kind  of  modifica- 
tions we  would  make  would  allow  us  to  make  further  reductions. 

Right  now,  most  of  our  offices  tell  me  that  they  have  already 
stretched  to  the  limit.  I  was  in  the  Las  Vegas  Field  Office  a  couple 
of  months  ago,  and  they  were  so  short  of  staff  that  they  did  not 
have  a  receptionist  to  greet  the  public.  They  had  an  office  where 
people  walked  in,  that  was  empty,  with  a  telephone  in  there  and  a 
sign  that  said  if  you  want  to  reach  someone  at  the  HUD  office, 
which  was  on  the  other  side  of  the  wall  through  a  door,  you  com- 
municate to  them  by  telephone.  We  could  not  afford  a  receptionist 
to  greet  people  at  the  FHA  office.  That  is  how  short  we  are  on  staff 
there.  I  do  not  believe  we  will  be  in  a  position  to  make  any  more 
staffing  reductions. 

Mr.  Stokes.  I  think  we  would  certainly  agree  with  that,  because 
as  we  look  at  the  impact  this  would  have  on  your  programs  and  on 
the  Department  of  the  Veterans  Affairs  and  some  of  the  other 
agencies  under  our  jurisdiction,  we  have  some  very  real  reserva- 
tions about  this  idea. 
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Secretary  Cisneros.  At  the  same  time,  Mr.  Chairman,  I  cannot  in 
good  conscience  tell  you  that  I  could  ask  for  500  or  1,000  additional 
positions  here  today. 

Mr.  Stokes.  Under  the  current  funding. 

Secretary  Cisneros.  And  with  the  level  of  study  that  we  have 
done  at  this  time. 

CONTRACTING  OUT 

Mr.  Stokes.  Does  the  department  intend  to  contract  out  for  addi- 
tional services  to  offset  these  reductions  in  FTE? 

Secretary  Cisneros.  Yes  sir,  but  it  is  not  contracting  out  in  the 
traditional  way.  It  is,  for  example,  risk-sharing  efforts  at  FHA 
which  bring  State  housing  finance  agencies  into  play  with  us,  shar- 
ing costs  and  responsibilities.  It  is  defining  the  equivalent  capac- 
ities of  fair  housing  offices,  so  that  they  are  carrying  out  some  of 
the  fair  housing  responsibilities  in  a  manner  that  we  would  deem 
equivalent.  These  are  ways  in  which  we  can  contract  out  some  por- 
tion of  our  mission  to  other  entities  and  exact  some  economies  in 
the  process. 

administrative  cost  savings 

Mr.  Stokes.  The  vision  report  also  indicated  administrative  cost 
savings  of  at  least  14  percent  over  the  next  four  years.  Has  HUD 
been  informed  what  its  share  of  that  savings  will  be  by  year? 

Secretary  Cisneros.  Let  me  ask  Herb  Persil  that.  I  don't  have 
the  answer  to  that  myself. 

Mr.  Persil.  Yes,  Mr.  Chairman.  Those  reductions  are  reflected  in 
the  Budget.  Fourteen  percent  is  over  a  span  of  four  fiscal  years,  be- 
ginning with  a  3  percent  reduction  the  1st  year,  through  6  percent 
the  second  year,  9  percent  the  third  year,  and,  by  the  fourth,  year 
reaching  a  total  of  14  percent.  For  1994,  the  savings  will  be  about 
$6  million  and  ultimately  reach  a  total  of  $30  million. 

VIOLENCE  PREVENTION  IN  PUBLIC  HOUSING 

Mr.  Stokes.  Mr.  Secretary,  last  year  $5  million  was  provided  by 
the  Appropriations  Act  for  new  violence  prevention  in  the  low- 
income  housing  program.  As  you  know,  violence  is  all  too  common 
for  children  in  the  inner  cities  and  it  is  really  growing  and  present- 
ing a  real  problem  in  terms  of  both  public  housing  and  inner  cities. 
What  is  the  status  of  this  program? 

Secretary  Cisneros.  I  can't  speak  to  the  specific  status  of  that 
program.  I  have  a  couple  of  points  I  want  to  make  on  related  sub- 
jects. Let  me  get  Mike  Janis  to  speak  to  this  specifically. 

Mr.  Stokes.  Mr.  Janis. 

Mr.  Janis.  Mr.  Chairman,  the  staff  person  in  charge  of  the  drug 
elimination  staff  has  been  having  active  discussions  with  the  spon- 
sors of  that  program  to  get  that  program  under  way.  We  resolved  a 
concern  about  legislative  language  intent.  We  are  moving  now  to 
get  an  acceptable  program  plan  and  budget.  We  are  moving  to  im- 
plementation so  those  monies  can  be  used  this  fiscal  year. 

Secretary  Cisneros.  The  drug  elimination  program  for  its  part 
has  been  a  great  success.  Again,  I  have  seen  that  firsthand  in  the 
communities  and  they  are  reporting  dramatic  reductions  in  crime 
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at  Cooney  homes  in  Houston  where  I  was  last  Friday,  reporting  a 
48  percent  reduction  in  crime  in  a  housing  project  and  the  sur- 
rounding neighborhood  as  a  result  of  the  drug  elimination  pro- 
gram. Now  we  have  added  $690  million  through  1998  for  a  crime 
prevention  program  that  would  have  broader  effects  than  just 
drug-related  problems.  It  would  deal  with  hardware  improvements, 
fences,  security  lighting,  and  other  efforts,  youth  programs,  anti- 
gang  initiatives  and  so  forth. 

One  of  the  most  interesting  things  I  have  seen  in  recent  months 
in  Atlanta,  in  Los  Angeles,  and  several  other  places  is  that  housing 
authorities  are  surrounding,  at  the  request  of  the  residents,  entire 
projects  with  fences  and  limiting  the  ingress  and  egress  out  of  the 
projects,  sometimes  with  a  guard  at  the  opening  to  the  fence. 

Though  that  would  sound  terribly  intrusive  into  people's  lives,  in 
fact  it  is  the  same  system  that  exists  in  upper  scale  apartment 
complexes  in  some  cases.  It  almost  eliminates  drive-by  shootings. 
The  drug  activity  drops  dramatically  because  drug  purveyors  have 
little  taste  for  driving  through  a  guard-controlled  point  to  sell  their 
wares.  The  crime  levels  generally  are  reduced  dramatically.  As  dra- 
conian  as  it  may  sound  at  first  blush,  it  really  works  and  residents 
seem  to  really  like  the  system.  So  these  are  the  kinds  of  things  we 
can  do  with  this  new  crime  program. 

NATIONAL  ASSOCIATION  OF  NEIGHBORHOODS 

Mr.  Stokes.  To  go  back  just  for  a  minute  to  the  program  we 
asked  about,  the  new  violence  prevention  program.  I  wonder  if 
Mike  can  tell  us  when  the  contract  with  the  National  Association 
of  Neighborhoods  will  be  awarded? 

Mr.  Janis.  I  can  get  back  with  you  on  an  exact  date.  As  I  say, 
last  week  there  were  two  or  three  discussions  with  the  National 
Association  about  clarifying  some  points.  I  would  hope  we  could 
award  the  contract  within  the  next  30  days  but  I  can  get  you  an 
exact  date. 

Mr.  Stokes.  Thank  you. 

[The  information  follows:] 

National  Association  of  Neighborhoods 
This  continues  to  be  under  review  by  the  Department. 

Mr.  Stokes.  Mr.  Lewis,  any  general  questions? 

Mr.  Lewis.  No,  Mr.  Chairman. 

Mr.  Stokes.  Mr.  Torres,  any  general  questions? 

Mr.  Torres.  Yes.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  I  yield  to  you. 

Mr.  Torres.  Thank  you,  sir.  I  have  a  couple  of  general  questions. 

SECONDARY  MORTGAGE  MARKETS 

Mr.  Secretary,  you  responded  earlier  that  one  of  the  ways  in 
which  HUD  plans  to  increase  its  low-income  housing  is  to  utilize 
the  secondary  mortgage  markets.  I  assume  you  are  talking  about 
working  with  Fannie  Mae  and  Freddie  Mac  to  achieve  their  low- 
income  housing  goals? 

Secretary  Cisneros.  Yes  sir. 
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Mr.  Torres.  As  a  chief  sponsor  of  the  amendment  here  in  the 
House,  I  am  really  interested  in  seeing  them  reach  these  goals. 
Could  you  tell  me  how  you  would  help  obtain  that? 

Secretary  Cisneros.  Let  me  compliment  you  because  it  has  been 
one  of  the  most  effective  and  hopeful  tools  that  has  been  brought  to 
my  attention  in  the  last  months. 

First  of  all,  we  are  following  the  letter  of  the  law.  And  that 
means  as  a  first  step  recommending  to  the  President,  a  person  at 
the  assistant  secretary  level  for  the  oversight  position.  You  may 
have  read  that  a  young  lady  named  Aida  Alvarez,  who  comes  from 
the  investment  banking  sector,  has  been  named  to  that  position. 

Additionally,  we  will  name  a  person  in  the  Office  of  the  Secre- 
tary whose  responsibility  will  be  to  set  the  affordable  housing  goals 
and  to  work  on  their  implementation.  So,  in  effect,  it  becomes  a 
kind  of  a  pincer  movement,  one  person  focusing  on  the  financial 
capacity  of  Fannie  Mae  and  Freddie  Mac,  the  other  person  focusing 
on  the  affordable  housing  goals,  and  both  of  them,  HUD  personnel, 
in  effect,  being  able  to  identify  what  they  are  capable  of  and  what 
they  ought  to  be  doing.  I  think  it  is  going  to  be  a  very  effective  way 
to  work. 

What  we  will  do  within  the  next  several  months — I  believe  it  is 
June  1  that  they  are  due — is  present  the  affordable  housing  goals 
to  the  Administration  and  to  the  Congress.  We  want  to  be  reasona- 
ble in  terms  of  what  can  be  attained,  but  we  also  think  that  these 
organizations,  which  have  had  very  profitable  years,  are  not  pres- 
ently working  in  such  a  way  that  they  make  the  funding  of  afford- 
able housing  on  a  scale  that  is  possible.  So  the  goals  will  be  written 
in  such  a  way  that  they  require  that  kind  of  response. 

I  don't  know.  Congressman,  whether  you  were  here  earlier  when 
I  described  several  other  initiatives  of  a  similar  nature. 

WORKING  WITH  NON-HUD  AGENCIES 

Mr.  Torres.  I  read  in  your  testimony  of  the  AFL-CIO  initiative. 

Secretary  Cisneros.  Which  is  intended  to  produce  about  11,000 
units  by  using  pension  systems  backed  up  by  project-based  vouch- 
ers from  HUD.  And  another  one,  with  a  group  called  NCDI,  the 
National  Community  Development  Institute,  which  will  bring  com- 
munity development  corporations  together  with  foundation  money, 
again,  to  produce  affordable  housing  units.  So,  we  are  going  to  be 
more  aggressive,  than  I  think  even  I  imagined  was  possible,  in  this 
first  year  in  working  to  create  affordable  housing  units  from  non- 
government funds. 

HOUSING  ASSISTANCE  COUNCIL 

Mr.  Torres.  Very  commendable. 

Mr.  Secretary,  the  department's  organization  structure  may  not 
allow  it  to  effectively  assist  those  who  seek  to  use  HUD  and  other 
governmental  housing  programs  for  low-income  families  and  the  el- 
derly in  the  very  rural  areas.  I  know  that  you  do  have  some  rural 
activity  but  the  thrust  of  HUD,  of  course,  has  been  in  the  urban 
sector.  For  over  20  years,  the  Housing  Assistance  Council  has  done 
such  work  with  integrity,  with  great  professionalism,  and  with  a 
strong  commitment  to  minorities  and  to  the  very,  very  poor. 
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Are  you  aware  of  this  organization? 

Secretary  Cisneros.  Yes  sir,  I  am.  Is  that  Mr.  Losa's  council? 

Mr.  Torres.  That  is  correct.  They  were  originally  started  by  OEO 
back  in  those  days.  During  the  past  several  years,  funds  for  its  op- 
eration have  been  provided  by  the  Committee  through  the  Depart- 
ment. 

Now,  the  Housing  Assistance  Council  has  been  praised  by  many 
rural,  nonprofit  public  housing  and  farm  worker  oriented  organiza- 
tions for  the  kind  of  technical  assistance  and  training  and  seed 
money  loans  that  it  provides.  It  gives  your  Department,  HUD,  a 
rural  arm,  something  that  I  don't  believe  that  HUD  could  replicate 
within  its  own  organization.  It  really  enables  your  department  to 
fulfill  its  responsibilities  to  rural  America. 

Now,  I  don't  represent  a  rural  area.  I  represent  an  urban  area, 
Los  Angeles,  but  I  would  like  to  personally  see  this  committee  con- 
tinue its  work  for  the  Housing  Assistance  Council.  I  wonder  if  I 
might  have  your  views  on  this? 

Secretary  Cisneros.  Yes  sir.  First  of  all,  my  records  show  that  on 
March  18  of  this  year,  a  contract  for  $2  million,  which  is  the 
amount  set  aside  in  the  1993  HUD  Appropriations  Act,  was  award- 
ed to  the  Housing  Assistance  Council.  We,  of  course,  stand  ready  to 
continue  to  fund  the  organization  if  funds  are  set  aside  in  the  1994 
Appropriations  Act.  It  would  be  our  hope  that  as  such  funds  are  set 
aside,  they  would  be  from  sources  other  than  our  Salaries  and  Ex- 
penses account.  That  is  the  only  caveat  I  would  make  because,  as 
we  have  been  discussing,  the  FTE  positions  are  going  to  be  tight 
and  we  have  been  cutting  into  the  overhead  that  is  required  to 
keep  the  organization,  HUD  itself,  going. 

But  beyond  these  specific  points  of  funding  and  so  forth,  a  couple 
of  other  observations:  First,  I  am  a  great  admirer  of  Mr.  Losa  as 
one  of  the  finest  deliverers  of  housing  among  all  of  the  nonprofits. 
Second,  I  have  met  with  him  in  my  office  specifically  to  review  the 
work  of  his  council.  I,  like  you,  was  very  impressed  with  it.  He 
comes  highly  recommended  by  everyone  who  works  with  him.  And 
third,  I  do  believe  there  is  a  special  need  to  focus  on  rural  housing. 
In  fact,  we  are  now  creating  a  special  office  within  the  Department 
by  detailing  people  from  other  parts  of  the  Department — I  am  not 
asking  for  new  positions — which  will  allow  us  to  focus  on  several 
forms  of  housing  that  are  not  getting  attention  within  the  Depart- 
ment at  the  appropriate  level. 

One  of  them  is  rural  housing.  Another  is  migrant  housing  and 
colonias,  the  particular  circumstances  that  exist  among  the  border. 
I  was  in  one  yesterday.  No  v.^ater.  No  paved  streets.  Horrible  condi- 
tions. Worst  I  have  seen. 

Mr.  Torres.  No  sewage. 

Secretary  Cisneros.  No  sewage.  An3rwhere  in  the  United  States 
where  if  you  want  to  drink  water,  you  have  to  send  a  child  on  a 
bicycle  three  miles  to  persuade  somebody  in  a  nearby  town  to  allow 
you  to  fill  a  gallon  jug  with  water  for  drinking  purposes. 

And  if  you  want  to  bathe  the  children — I  was  in  the  home  of  a 
lady  and  a  man  with  six  children,  they  draw  water  off  the  water 
table  from  the  well.  But,  the  children  develop  sores  and  itches  be- 
cause of,  at  best,  the  mineral  content  and,  at  worst,  maybe  the 
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toxic  state  of  the  water  that  they  are  pulling  up  from  the  water 
table  in  an  agricultural  area  with  pesticides. 

Mr.  Torres.  This  is  on  our  side  of  the  border? 

Secretary  Cisneros.  Yes.  Outside  of  El  Paso,  Texas.  So  we  are 
going  to  appoint  someone  to  work  on  rural  housing,  migrant  and 
colonias,  Native  American  housing,  and  several  other  responsibil- 
ities of  that  nature  where  we  can  sweep  across  the  programs  of  the 
department  and  try  to  do  right  by  folks  who  have  these  special 
needs. 

Mr.  Torres.  Thank  you,  Mr.  Secretary,  for  your  concise  answer. 

Mr.  Chairman,  I  yield  back  my  time. 

MANAGEMENT  OF  HUD's  MULTIFAMILY  INVENTORY 

Mr.  Stokes.  Mr.  Secretary,  the  IG  has  identified  the  manage- 
ment and  disposition  of  HUD's  multifamily  inventory  as  one  of  the 
10  most  deficient  program  areas  in  the  department.  The  size  of  this 
inventory  is  growing  at  an  alarming  rate,  now  totaling  some  48,000 
units. 

Assuming  no  change  in  policy,  an  estimated  $2  billion  in  budget 
authority  would  be  needed  to  process  all  HUD-owned  and  fore- 
closed properties  in  the  inventory. 

Is  this  a  correct  figure  that  we  are  talking  about,  $2  billion? 

Secretary  Cisneros.  Yes  sir,  that  is  the  estimate  that  we  were 
given. 

Mr.  Stokes.  Has  the  department  had  an  opportunity  to  look  at 
this  problem,  and  if  so,  what  are  some  of  the  possible  solutions? 

Secretary  Cisneros.  The  first  look  at  the  problem  is  to  make  sure 
that  we  have  a  good  feel  for  the  financial  systems,  the  controls  and 
the  adequacy  of  data  and  so  forth.  The  problem  is  in  some  measure 
a  result  of  the  inadequacy  of  the  systems,  so  that  what  has  oc- 
curred in  the  past  is  that  the  Department  just  could  not  report  to 
the  Congress  specifically  on  what  it  had  as  a  trouble  spot  because 
of  the  inadequacy  of  the  system.  This  is  well-documented  and  it  is 
specifically  what  the  IG  reports  and  the  GAO  reports  speak  to. 
This  is  the  initiative  that  I  described  earlier  as  the  one  where 
Deputy  Secretary  Duvernay  is  leading  the  way  in  organizing  the 
task  force  to  work  on  these  matters,  effective  management  control 
systems,  effective  financial  systems  and  so  forth.  We  have  allocated 
$100  million,  through  1996,  to  financial  systems  and  control  sys- 
tems as  a  result  of  all  of  this. 

The  specific  issues  in  terms  of  solutions  are  related  to  coming  up 
with  incentives  to  preserve  housing  units.  It  is  estimated  that  it  is 
a  $2  billion  backlog  problem.  We  obviously  don't  have  that  kind  of 
money  now,  but  we  need  to  try  to  create  incentives  so  that  we  can 
reduce  the  magnitude  of  the  problem.  That  is  the  immediate  set  of 
answers — that  is  we  are  proposing  at  this  point. 

property  disposition 

Mr.  Stokes.  Will  the  $93  million  appropriated  in  1993  and  the 
$256  million  requested  for  property  disposition  in  1993  really  begin 
to  address  this  problem? 
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Secretary  Cisneros.  Yes  sir,  we  think  it  will.  It  is  a  beginning. 
No  one  has  any  illusions  about  how  significant  the  problem  is.  But 
we  believe  it  is  £in  important  start. 

COINSURANCE 

Mr.  Stokes.  Mr.  Secretary,  the  IG  has  also  identified  the  servic- 
ing of  insured  multifamily  housing  loans  as  one  of  the  10  most  defi- 
cient program  areas  in  the  department.  The  cost  implications  of 
this  deficiency  also  are  substantial.  As  of  October  1992,  approxi- 
mately 30  percent,  $2.9  billion,  of  insured  loans  were  in  default.  As 
I  understand,  billions  more  in  defaulted  loans  are  expected.  Is  this 
correct? 

Secretary  Cisneros.  I  don't  know  how  many  billions  more  are  ex- 
pected but,  yes  sir,  the  coinsurance  issue  has  been  a  serious  prob- 
lem. 

Mr.  Stokes.  What  is  the  best  guess  as  to  how  many  billions  more 
defaulted  coinsurance  loans  are  expected? 

Secretary  Cisneros.  Let  me  ask  Jim  Schoenberger,  if  I  may,  from 
FHA,  to  speak. 

Mr.  Schoenberger.  Mr.  Chairman,  about  30  percent  of  the  total 
coinsurance  portfolio  has  gone  into  default  and  we  would  have  to 
furnish  you  an  answer  for  the  record  going  forward  how  much 
more  that  we  expect  to  go  into  default.  I  would  like  to  give  you 
that  with  more  precision  for  the  record. 

Mr.  Stokes.  All  right. 

[The  information  follows:] 

Coinsurance  Loans 

Our  January  1993  analysis  of  the  risk  in  the  present  coinsured  portfolio  suggests 
that  about  half  of  that  portfolio  ranges  from  low-risk  to  moderate-risk;  about  half 
shows  indications  of  some  significant  degree  of  risk. 

There  are  three  categories  of  loans  from  the  coinsurance  program:  those  which 
are  currently  coinsured,  those  which  are  formerly  coinsured  for  which  default 
claims  have  been  paid,  and  those  which  were  formerly  coninsured  that  were  ac- 
quired by  the  Government  National  Mortgage  Association  (GNMA)  as  a  result  of 
issuer  defaults  and  reinsured  by  FHA.  FHA  arranged  with  GNMA  to  provide  full 
insurance  in  the  event  of  GNMA  issuer  defaults  for  coinsured  full  insurance  in  the 
event  of  GNMA  issuer  defaults  for  coinsured  loans  which  were  pooled  into  GNMA 
mortgage-backed  securities. 

We  estimate  that  of  the  approximately  420  currently  coinsured  loans,  less  than  60 
loans  ($400,000,000  in  mortgage  amount)  will  result  in  mortgage  insurance  claims. 
Ultimate  Federal  losses  (after  foreclosure  sales)  would  be  perhaps  half  of  the  claim 
amount. 

Claims  have  been  paid  on  about  300  defaulted  formerly  coinsured  loans. 

Of  the  nearly  600  formerly  coinsured  loans  which  have  been  fully  insured,  we  esti- 
mate that  no  more  than  about  120  loans  ($600,000,000)  will  result  in  claims.  Again, 
actual  Federal  losses  would  be  about  half  of  the  claims  amount. 

Mr.  Lewis.  Mr.  Chairman. 

Mr.  Stokes.  Yes,  Mr.  Lewis. 

Mr.  Lewis.  Just  following  up  on  that  subject,  the  30  percent  de- 
fault rate  is  a  pressing  problem  and  the  budgetary  implications  are 
very  real.  Surely  you  have  discussed  this  at  some  depth  in  the  de- 
partment. Do  you  have  more  thoughts  about  that  problem. 

Mr.  Schoenberger.  Well,  we  do  have  more  thoughts  about  how 
to  handle  our  portfolio  in  a  number  of  areas.  We  have  instituted  a 
new  comprehensive  servicing  policy  that  will  involve  much  more 
aggressive  treatment  of  these  loans  that  are  having  difficulty.  We 
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are  going  to  longer  work  out  terms,  we  believe.  We  have  had  a 
large  number  of  people  in  our  loan  servicing  staff  that  have  been 
working  on  CFS/TRACS;  over  the  coming  year  a  lot  of  those  people 
will  now  no  longer  have  to  do  that  activity  and  will  go  back  to 
doing  what  they  had  done  previously. 

In  the  current  financing  market,  we  have  very  low  interest  rates. 
Some  of  the  loans  can  be  refinanced.  We  think  the  use  of  low  float- 
er refinancing  may  be  of  help  in  putting  some  of  those  loans  back 
on  track.  So  I  would  say  we  have  a  variety  of  things  that  we  are 
looking  at  and  we  think  down  the  road  we  can  do  quite  a  bit  of 
good  in  terms  of  bringing  some  of  that  portfolio  back.  We  also 
think  that  some  of  those  loans  can  be  sold  so  that  our  staff  no 
longer  has  to  service  those  loans. 

Mr.  Lewis.  What  was  the  percentage  of  default?  What  is  the  his- 
tory during  the  1980s,  for  example? 

Mr.  ScHOENBERGER.  The  30  percent  is  a  cumulative  number  that 
has  come  over  time.  The  coinsurance  program  had  its  heyday  about 
1987  and  it  would  have  taken  a  few  years  for  those  loans  to  start 
seriously  going  into  default,  so  in  the  early  years  of  coinsurance  it 
wouldn't  have  been  very  large  but  now  it  is  up  to  a  total  of  about 
30  percent. 

Mr.  Lewis.  So  you  have  been  tracking  a  progressive  increase, 
then? 

Mr.  ScHOENBERGER.  Yes. 

Mr.  Lewis.  I  suppose  unless  there  is  some  reason  to  guess  other- 
wise that  next  year  it  will  be  higher? 

Mr.  ScHOENBERGER.  Yes. 

Mr.  Lewis.  That  is  encouraging. 

PRESERVATION 

Mr.  Stokes.  The  department  is  requesting  $600  million  for  the 
preservation  program  in  1994.  What  appropriation  level  do  you  es- 
timate this  program  will  require  in  fiscal  year  1995? 

Secretary  Cisneros.  It  is  a  function  of  how  many  owners  would 
elect  to  leave  low-income  housing  and,  therefore,  how  many  low- 
income  tenants  would  be  displaced.  We  don't  know  how  many 
owners  would  elect  to  leave  the  program  but  we  are  expecting  that 
the  $600  million  will  provide  an  incentive  to  preserve  something 
like  33,000  units  of  low-income  housing  in  1994.  This  is  a  problem 
that  peaks  at  particular  points  in  time.  I  have  not  seen  the  number 
for  1995,  but  my  guess  is  it  would  probably  be  a  similar  number, 
the  $600  million. 

Mr.  Stokes.  Let  us  ask  you  this,  what  do  you  estimate  would  be 
the  lifetime  cost  of  the  preservation  program?  We  recognize  that 
the  estimates  may  not  be  firm,  but  what  we  are  looking  for  is  a 
range  of  the  costs. 

Secretary  Cisneros.  Jim,  do  we  have  a  lifetime  cost  number? 

Mr.  ScHOENBERGER.  I  don't  have  that.  We  will  have  to  give  you 
that  for  the  record.  It  is  several  billion  dollars  and  we  are  continu- 
ing to  look  at  some  options  that  would  bring  those  numbers  down 
somewhat. 

Mr.  Stokes.  If  you  want  to  expand  upon  that  for  the  record,  that 
would  be  fine. 
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[The  information  follows:] 

Lifetime  Cost  of  the  Preservation  Program 

There  are  an  estimated  3,644  properties  (401,000  units)  that  are,  or  will  at  some 
point  become,  eligible  to  submit  Notices  of  Intent  under  the  Preservation  laws 
which  provide  compensation  to  owners  for  the  loss  of  the  right  to  terminate  afford- 
ability  restrictions  by  prepaying  mortgages.  Whether  owners  are  entitled  to  compen- 
sation above  the  level  of  return  they  are  currently  receiving  from  project  income 
depends  on  the  preservation  equity  of  each  project,  as  defined  in  the  Preservation 
program.  Because  it  is  difficult  to  predict  which  projects  will  have  sufficient  equity 
to  qualify  for  an  increase  in  owner  compensation,  it  is  impossible  to  know  with  pre- 
cision how  many  will  apply,  and  how  many  units  will  receive  incentives  during  the 
lifetime  of  the  program.  The  form  and  cost  of  such  incentives  are  similarly  unpre- 
dictable. 

The  Department's  current  estimate  for  1994-1998  is  $3.6  billion  of  budget  author- 
ity to  fund  81,110  units  (701  projects),  including  5-year  renewals  of  contracts  that 
expire  in  this  period.  By  the  end  of  fiscal  year  1993,  it  is  estimated  that  $985  million 
dollars  will  have  been  reserved  since  the  beginning  of  the  program  for  47,217  units 
(391  projects). 

Under  current  assumptions,  it  is  estimated  that  over  95  percent  of  the  units 
which  will  receive  incentives  (including  cases  of  transfer  of  ownership)  over  the  life- 
time of  the  program  will  be  funded  with  initial  contracts  by  1998.  However,  if  there 
is  a  substantial  increase  in  market  rents  and  multifamily  housing  prices,  the  equity 
of  projects  would  increase  and  more  would  qualify  for  incentives.  This  would  in- 
crease the  estimate  of  the  number  which  would  submit  Notices  of  Intent,  and  the 
cost  of  incentives  for  all  projects  which  file  and  are  appraised  after  such  an  increase 
in  market  rents.  Housing  inflation  above  that  assumed  in  current  projections  would 
increase  the  liability  for  the  long-run  costs  of  the  program. 

FUTURE  YEAR  REQUIREMENTS 

Mr.  Stokes.  Mr.  Secretary,  you  are  requesting  $3.1  billion  for  the 
modernization  program  in  1994  and  $483  million  for  severely  dis- 
tressed public  housing.  The  department  estimates  the  cost  of  sec- 
tion 8  contract  renewals  to  increase  from  $7.3  billion  in  1995  to 
$14.4  billion  in  1996. 

These  programs  will  all  require  substantial  amounts  of  funds  in 
the  outyears.  Most  of  this  is  not  for  increasing  the  number  of  as- 
sisted housing  units  that  are  being  provided,  rather  it  is  to  main- 
tain the  existing  assisted  housing  stock. 

Given  existing  budget  constraints,  are  we  going  to  have  the  funds 
in  the  outyears  for  existing  programs,  let  alone  any  incremental  as- 
sisted housing  units  or  any  urban  strategy  proposals? 

Secretary  Cisneros.  Very  good  question,  and  it  goes  right  to  the 
heart  of  the  points  we  were  discussing  earlier  today  as  we  discussed 
the  difference  between  investment  and  core  programs  and  new  pro- 
grams, our  desire  to  be  part  of  the  deficit  reduction,  and  the  implic- 
it push  on  our  Budget  caused  by  these  internal  realities.  You  are 
correct  about  all  of  these:  the  section  8  contract  renewals,  the  pres- 
ervation of  existing  housing,  the  modernization  of  HUD  housing, 
and  the  FHA  assets  as  being  costs  that  continue  to  rise. 

We  think  that  some  of  these  problems  peak  out  at  given  years 
because  they  have  to  do  with  the  15-year  term,  for  example,  from 
when  the  section  8  contracts  were  initiated.  So,  there  are  years 
when  these  problems  tend  to  be  peak.  Therefore,  it  is  not  as  if  they 
will  grow  indefinitely  into  the  future,  and  there  are  things  that  we 
can  do,  such  as  renew  them  in  a  different  manner,  different  length 
of  time  and  so  forth. 
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And  I  am  very  happy  with  the  suggestions  being  made  by  our  As- 
sistant Secretary  designee  for  housing,  Nick  Retsinas,  along  with 
Jim  Schoenberger,  who  you  have  been  hearing  from,  about  the  con- 
crete ideas  that  save  us  money  on  preservation  of  existing  housing 
and  can  save  us  money  in  the  disposition  of  FHA  assets. 

So  although  the  numbers  are  daunting,  it  isn't  automatically  the 
case  that  they  will  grow  on  some  straight  line  projectory  into  the 
future.  But  it  does  feed  the  environment,  which  Congressman 
Lewis  referred  to  earlier,  which  is  that  we  will  need  funding  on 
some  graduated  upward  basis  in  the  years  to  come. 

Now,  we  are  clearly  not  going  to  give  up  on  the  idea  of  innovat- 
ing, of  coming  up  with  new  approaches  to  new  units.  I  have  de- 
scribed here  strategies  for  incremental  units  that  involve  public 
housing,  that  involve  Moving  to  Opportunities,  that  involve  vouch- 
ers. We  will,  when  possible,  as  soon  as  we  can  see  our  way  clear  to 
it,  move  resources  so  that  it  is  possible  to  build  more  additional 
units,  more  new  units,  and  not  just  be  involved  in  the  preservation 
and  the  maintenance  of  the  existing  base. 

Mr.  Lewis.  Mr.  Chairman,  I  don't  know. 

Mr.  Stokes.  Mr.  Lewis. 

Mr.  Lewis.  I  don't  know  what  the  process  is  that  we  go  through 
here  in  D.C.  regarding  housing  markets.  Those  of  us  who  live  here, 
Mr.  Chairman,  have  had  experience  with  housing  costs,  but  I  have 
had  some  personal  experience  with  housing  units  and  over  the  last 
decade  I  have  not  seen  the  kinds  of  increments  in  costs  in  housing 
units  that,  if  rents  were  going  to  grow  they  would  have  certainly 
grown  there  dramatically.  But  those  adjustments  don't  even  begin 
to  project  anything  like  the  kind  of  adjustments  that  are  assumed 
by  these  numbers.  These  are  doubling  the  potential  costs  of  section 
8  over  a  five-year  period  as  a  result  of  those  contracts  expiring,  and 
I  am  just  wondering  what  we  do  to  search  the  marketplace  to  make 
sure  that  competition  is  having  an  appropriate  effect  there  for  it  is 
so  distressing  to  see  those  costs  rise  like  that  and  you  serve  no 
more  people. 

BUDGET  AUTHORITY  FOR  SECTION  8  RENEWALS 

Secretary  Cisneros.  Part  of  the  problem  is  the  discrepancy  be- 
tween authority  and  outlays  and  how  they  are  counted  in  a  par- 
ticular year.  When  the  renewals  come  up,  you  have  to  account  for, 
because  of  the  way  the  Budget  is  scored,  the  full  authority  in  that 
given  year.  So  the  numbers  do  get  very  high,  as  I  said  earlier,  but 
the  outlays  then  would  not  reflect  that.  So  that  is  one  part  of  the 
problem  that  you  are  referring  to. 

Mr.  Lewis.  I  am  just  thinking  you  have  got  one  landlord  with  X 
number  of  units,  do  we  ever  find  ourselves  looking  the  person  in 
the  eye  and  saying  we  are  not  renewing  your  contract  because  your 
cost  expectancy  is  too  high  or  do  we  go  and  say  because  of  five-year 
projections  we  think  this  is  what  we  ought  to  pay,  how  about  we 
renew  it  for  the  same  amount  as  last  year? 

Secretary  Cisneros.  It  is  not  as  if  we  are  negotiating  with  the 
people  on  amount.  It  is  set  by  formula  for  the  fair  market. 

Mr.  Lewis.  That  is  my  problem.  I  am  not  sure  we  ought  to  be 
doing  that  when  we  are  serving  people.  We  shouldn't  use  X  reality 
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board's  projections  of  what  the  cost  averages  ought  to  be.  I  am  not 
trying  to — ^I  am  very  concerned  at  these  cost  adjustments  and  you 
are  serving  no  more  people  and  I  am  not  sure  they  reflect  the 
world,  at  least  as  I  see  it  both  in  Southern  California  and  here  in 
Washington,  D.C. 

Secretary  Cisneros.  The  intent,  of  course,  is  to  try  to  establish  a 
correlation  between  market  area  rents  and  what  is  fair,  not  to 
allow  an  individual  to  get  anything  more  than  what  rentals  are  in 
the  area.  That  has  been  a  traditional  concept  in  the  way  of  recog- 
nizing fairness  to  everyone  involved,  the  owner,  the  investor,  as 
well  as  the  people  who  are  renting. 

Mr.  Lewis.  I  guess  if  I  were  running  the  program  I  might  very 
well  take  a  hard  look  at  how  I  could  be  the  tough  negotiator  in  the 
marketplace  not  just  the  medium  potential.  They  have  got  a  guar- 
antee for  five  years.  They  have  got  a  very  creditworthy  payor,  the 
Federal  Government. 

Secretary  Cisneros.  That  is  true. 

Mr.  Lewis.  I  would  urge  you  to  have  people  go  back  and  reexam- 
ine that. 

Secretary  Cisneros.  We  will  do  that.  It  is  a  good  point.  We  will 
take  that  to  heart. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Just  to  go  back  for  a  minute  to  the  discussion  on  the 
existing  budget  constraints  and  having  the  question  of  whether  we 
will  have  the  funds  in  outyears  for  existing  programs,  I  guess  the 
real  reason  we  want  some  discussion  of  these  numbers  in  the 
record  is  that  in  future  summit-type  agreements,  these  additional 
costs  must  be  considered. 

The  largest  increase  required  in  the  next  few  years  will  be  for 
section  8  contract  renewals  and  amendments. 

Secretary  Cisneros.  Yes  sir. 

Mr.  Stokes.  While  the  requirements  for  additional  budget  au- 
thority will  be  very  great,  the  additional  outlay  impact  will  be 
quite  small. 

Secretary  Cisneros.  Right. 

Mr.  Stokes.  But  if  whatever  budget  ceilings  we  were  operating 
under  at  that  time  do  not  take  these  issues  into  account,  it  is  diffi- 
cult to  see  how  any  incremental  units  will  ever  be  provided.  I  am 
sure  you  understand  this  concern  the  subcommittee  has. 

Secretary  Cisneros.  Yes  sir.  I  have  a  note  here  that  suggests  that 
there  is  a  GAO  report  that  speaks  to  this  problem,  and  which  you 
are  now  referring  to,  of  the  difference  between,  budget  authority 
and  outlays.  While  the  GAO  report  does  not  explicitly  draw  a  con- 
clusion, it  does  seem  to  suggest  that  the  current  method  to  scoring 
budget  authority  for  contract  renewals  may  be  inappropriate  and 
certainly  that  it  bears  no  relationship  to  actual  contract  expendi- 
tures. So  it  causes  us  a  problem  and  it  causes  you  a  problem.  And 
it  seems  to  me  that  is  something  we  might  want  to  take  up  because 
it  does  create  an  artificial  view  of  reality  in  the  way  it  is  presently 
scored. 

Mr.  Stokes.  Right. 
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COMMUNITY  DEVELOPMENT  BANKS 


Mr.  Secretary,  the  administration  is  requesting  $60  million  for 
community  development  banks  in  fiscal  year  1994.  This  proposal 
requires  authorizing  legislation.  Community  development  banks 
will  provide  loans  for  business  and  housing  purposes  in  distressed 
communities.  This,  of  course,  can  be  of  great  benefit  to  inner  city 
minority  groups  particularly.  Will  HUD  have  any  involvement 
with  this  proposal,  and  if  so,  would  you  explain  it  for  us? 

Secretary  Cisneros.  Yes  sir.  HUD  has  had  consistent  involve- 
ment in  the  proposal.  In  fact,  there  has  been  a  working  group,  at 
the  White  House,  an  economic  development  working  group  which 
has  taken  up  both  community  development  banks  and  enterprise 
zones. 

I  earlier  expressed  my  appreciation  for  your  willingness  to  delay 
the  start  of  the  hearing  today,  because  I  had  to  attend  a  meeting  at 
the  White  House  to  secure  some  final  Presidential  decisions.  That 
meeting  involved  this  very  subject  as  well  as  enterprise  zones, 
which,  being  the  urgency  of  it,  is  driven  by  the  fact  that  the  Com- 
mittees must  take  up  these  subjects  in  the  legislative  framework  of 
the  President.  As  a  result,  the  President  will  be  bringing  those  pro- 
posals forward  I  think  very,  very  soon. 

And  HUD  has  been  at  the  table,  been  involved  in  every  session 
from  the  very,  very  first  one,  and  will  play  an  active  part.  My 
guess  is  that  HUD  will  play  a  more  active  administrative  role  in 
enterprise  zones  than  in  community  development  banks,  but  we 
will  also  be  involved  in  the  community  development  banks  directly. 

Mr.  Stokes.  We  note  that  the  request  for  community  develop- 
ment banks  is  under  the  Treasury  Department. 

Secretary  Cisneros.  Correct. 

Mr.  Stokes.  Do  you  plan  to  provide  additional  financial  assist- 
ance to  community  development  banks? 

Secretary  Cisneros.  I  do  not  believe  there  is  any  item  on  this  in 
our  budget  that  speaks  to  funding  we  would  bring  to  community 
development  banks. 

Mr.  Stokes.  Let  me  first  find  out  if  there  are  any  additional  gen- 
eral questions  before  we  move  to  the  area  of  housing  budget.  Mr. 
Torres. 

HUD  administration 

Mr.  Torres.  Mr.  Chairman,  let  me  raise  what  I  think  is  a  gener- 
al question. 

Mr.  Stokes.  Sure. 

Mr.  Torres.  I  recall  early  in  the  year  reading  or  listening  to 
statements  about  the  disarray  at  HUD.  Before  your  arrival,  Mr. 
Secretary,  there  was  a  lot  of  turmoil  in  recordkeeping  and  just  ad- 
ministrative areas.  Am  I  correct?  Was  that  something  you  found? 

Secretary  Cisneros.  Yes  sir. 

Mr.  Torres.  Anybody  coming  to  a  new  department  obviously  is 
going  to  find  some. 

Secretary  Cisneros.  The  principal  problem — let  me  just  say  that 
disarray  in  the  sense  of  people  or  the  organization  was  not  evident. 
I  inherited,  I  think,  an  excellent  professional  team  and  I  am  very 
proud  of  the  group,  but  the  GAO  reports  and  the  IG  reports  sug- 
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gested  these  major  systemic  gaps  had  been  of  long  standing.  They 
weren't  new,  but  they  had  not  been  solved  and  were  very  real  and 
then  particular  programmatic  problems  existed  such  as  those  relat- 
ed to  section  8,  those  related  to  FHA  assets,  problems  related  to 
weaknesses  in  the  CDBG  program.  They  required  action  as  well. 
So,  disarray  may  be  too  strong  a  word,  but  it  is  clear  that  we  have 
some  work  to  do  in  the  area  of  managerial  improvements. 

Mr.  Torres.  Indeed,  your  testimony  speaks  to  the  need  for  your 
Department.  It  is  such  a  vast  undertaking  of  HUD,  to  be  sure,  that 
there  must  be  some  areas  where  things  fall  through  the  cracks. 
And  your  statement  speaks  to  the  need  for  a  strong  research  and 
technology  element  within  HUD. 

Secretary  Cisneros.  Correct. 

Mr.  Torres.  You  indicate  it  is  central  to  our  ability  to  improve 
program  performance  to  enhance  management  effectiveness  and  to 
ensure  the  responsive,  flexible,  and  efficient  use  of  our  Federal  re- 
sources. I  know  that  the  Department  of  Defense,  the  Pentagon, 
such  a  vast  entity  as  well,  which  has  to  deal  with  a  budget  I  am 
sure  that  is  larger  than  HUD's — has  mandated  that  its  vendors  in 
the  field,  its  contractors,  its  primes,  its  subcontractors,  anybody 
doing  business  with  the  Pentagon  must  follow  a  particular  system, 
of  invoicing  and  billing.  It  is  known  usually  in  other  government 
circles  as  EDI,  electronic  data  information,  which  has  really  re- 
duced the  cost. 

I  heard  you  speak  earlier  about  the  importance  of  retaining  as 
many  people  as  you  can,  perhaps  modernizing  your  computer  sys- 
tems, so  you  could  retain  people  and  not  have  to  lay  people  off. 
Just  to  make  the  analogy,  we  are  told  now,  as  we  look  into  the 
health  care  system,  that  clearly  a  third  of  the  cost  of  health  care  in 
this  nation,  the  $800  billion  they  talk  about,  is  paperwork. 

Is  there  any  possible  approach  that  you  might  consider  to  mod- 
ernize the  administrative  aspects  of  HUD  and  to  reduce  this  paper? 

Secretary  Cisneros.  Yes  sir.  Let  me  say  I  appreciate  the  question 
because  it  is  right  on  with  respect  to  what  this  task  force  on  ad- 
ministrative reorganization  will  attempt  to  do,  putting  in  place 
new  financial  systems,  and  new  data  processing  systems.  We  had  a 
•meeting  on  the  subject  last  week,  and  as  I  said,  Mr.  Duvernay  will 
be  meeting  every  week  with  the  group  that  is  moving  this  along. 

I  have  mentioned  to  our  task  force  circumstances  that  I  have 
seen  in  the  private  sector  where  what  has  been  put  in  place  is  es- 
sentially called  the  paperless  office.  Large  insurance  companies,  for 
example,  do  essentially  the  same  kind  of  business  that  we  do, 
equally  as  important  individuals  equally  as  difficult  to  track,  but 
yet  they  are  able  to  do  it  electronically  as  opposed  to  handling 
masses  of  paper. 

We  have  made  some  forward  progress  in  that  way  at  HUD,  but  I 
think  there  is  a  good  deal  more  to  do. 

Similarly,  there  can  be  improvements  in  the  communications 
ability.  If  we  could  hard-wire,  for  example,  our  communications 
with  the  Field  and  Regional  Offices,  so  we  could  communicate  by 
closed  circuit  television  with  them,  be  able  to  communicate  direc- 
tives on  a  regular  basis  as  opposed  to  the  missed  communications 
and  distortions  that  occur  in  our  present  communications,  that 
would  be  a  very  valuable  thing.  Our  people  are  working  on  these 
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ideas,  and  I  feel  certain  that  they  will  be  part  of  the  innovation 
that  we  put  in  place. 

Mr.  Torres.  Thank  you  very  much, 

Mr.  Chairman,  I  yield  back. 

HOUSING  PROGRAMS 

Mr.  Stokes.  Thank  you.  We  are  going  to  move  into  the  housing 
budget  questions,  so  you  may  want  to  change  some  of  the  players 
here,  Mr.  Schoenberger  and  others. 

Secretary  Cisneros.  Right. 

Mr.  Stokes.  Mr.  Schoenberger,  we  will  place  in  the  record  your 
entire  statement,  make  it  a  part  of  the  record  at  this  point.  And  if 
you  care  to  make  some  additional  remarks,  we  would  certainly  en- 
tertain them. 

Mr.  Schoenberger.  Mr.  Chairman,  I  would  rather  go  straight  to 
the  questions.  Placing  the  statement  in  the  record  would  be  fine. 

Mr.  Stokes.  Fine. 

[The  information  follows:] 
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STATEMENT  OF 

JAMES  E.  SCHOENBERGER 

ASSOCIATE  GENERAL  DEPUTY  ASSISTANT  SECRETARY  FOR  HOUSING 

BEFORE  THE  SUBCOMMITTEE  ON  VA,  HUD  AND  INDEPENDENT  AGENCIES 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

April  26,  1993 

Mr.  Chairman  and  Members  of  the  Committee: 

I  cun  pleased  to  come  before  you  today  to  discuss  the  fiscal 
year  1994  budget  for  the  Office  of  Housing-Federal  Housing 
Administration  and  its  role  in  the  President's  economic  package. 
Particularly,  I  want  to  focus  on  the  long  term  investment 
potential  in  the  nation's  communities  which  the  progreuns  of  the 
Federal  Housing  Administration  represent. 

As  Secretary  Cisneros  has  said  in  his  statement  before  this 
Committee,  the  emphasis  is  on  investment  in  infrastructure  and  in 
housing  and  on  restoring  the  sense  of  community  in  our 
neighborhoods.   FHA  has  traditionally  had  a  role  in  providing 
homeownership  opportunities  and  affordable  housing  in  America's 
cities.   We  want  to  build  on  this  and  join  in  partnership  with 
cities  and  neighborhoods  to  create  the  homeownership 
opportunities  which  foster  community  spirit  and  enrichment.   We 
also  want  to  ensure  a  supply  of  liveable,  affordable  rental 
housing  with  new  production  and  the  preservation  of  existing 
assisted  and  insured  housing. 

Our  goals  for  FHA  are  not  really  captured  in  the  budget 
discussion.   Behind  the  numbers  is  a  new  focus  on  supporting  and 
developing  communities  and  neighborhoods.   Currently,  FHA 
provides  mortgage  insurance  and  financial  risk-taking  in  inner 
cities,  a  housing  market  not  served  by  conventional  mortgagees  or 
private  market  insurers.   By  encouraging  first  time  homebuyers, 
FHA  opens  opportunities  in  suburban  neighborhoods.   From  here,  we 
need  to  look  at  the  linkage  between  FHA's  investment  in 
homeownership  and  rental  housing  and  larger  community  and 
metropolitan  development  issues.   We  find  this  new  direction  in 
integrating  the  functions  of  the  FHA  into  overall  urban  goals 
exciting  and  challenging.   It  is  the  story  behind  the  numbers. 

I  would  like  to  highlight  the  programs  and  initiatives  in 
this  Budget  which  support  the  President's  economic  plan  for  long- 
term  investment  and  deficit  reducing  long  term  savings. 

FEDERAL  HOUSING  ADMINISTRATION 

For  FHA's  single  family  mortgage  insurance  program,  HUD  is 
requesting  a  credit  limitation  of  $64.6  billion  to  support 
applications  for  1,032,436  units. 

Historically  low  interest  rates  and  the  recent  increase  in 
application  activity  point  to  higher  levels  of  insurance 
commitments  this  year  exceeding  our  current  FY  1993  credit  limit. 
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We  expect  to  have  conunitments  recorded  for  approximately  75 
percent  by  the  end  of  April. 

For  the  61  and  SRI  Funds,  the  Budget  requests  an  insurance 
commitment  limitation  of  $13.4  billion  to  support  approximately 
applications  for  an  estimated  291,000   single  family  and 
multifamily  units. 

A  major  concern  in  the  General  Insurance  Fund  is  the  impact 
of  the  increasing  inventory  of  multifamily  projects  which  are  now 
either  in  default  or  HUD-owned.   The  difficulty  of  selling  the 
inventory  and  the  cost  of  maintaining  the  projects  to  protect 
both  the  tenants  and  the  Government's  interest  are  major  policy 
and  budget  concerns  facing  us. 

The  existing  multifamily  inventory  represents  an  investment 
in  the  infrastructure  of  every  community  in  the  country.   It  is 
one  of  the  foundations  upon  which  the  sense  of  neighborhood  and 
community  is  built  and  is  the  platform  for  providing  all  the 
other  services,  such  as  education,  job  training,  and  day  care, 
about  which  we  hear  President  Clinton  so  eloquently  speak. 

The  total  assigned  multifamily  inventory  is  expected  to 
increase  from  357,167  units  at  the  end  of  1993  to  an  estimated 
454,023  units  in  1998.   The  foreclosure  pipeline,  which  means 
those  units  which  are  in  default  and  should  be  foreclosed,  is 
expected  to  grow  from  54,799  units  at  the  end  of  1993  to  82,772 
units  at  the  end  of  1998.   We  intend  to  institute  changes  that 
will  help  keep  projects  out  of  foreclosure  where  possible.   Where 
it  is  not,  we  intend  to  move  them  quickly  through  the  sales 
process  and  back  to  full  productive  use  in  our  communities.   We 
cannot,  as  a  nation,  afford  to  waste  precious  housing  resources. 

The  philosophical  and  ideological  debates  about  the  methods 
of  disposition  of  these  properties  over  the  last  few  years  need 
to  be  resolved.   Let  me  make  clear  that  we  share  the  same  goal-- 
preserving  the  rental  housing  inventory  and  fostering  a  sense  of 
community,  especially  for  low-income  families.   How  we  reach  that 
goal,  particularly  how  we  fund  the  costs  associated  with  reaching 
the  goal,  is  the  issue. 

What  we  need  at  this  point  is  a  comprehensive  funded  policy 
for  multifamily  property  disposition.   This  Budget  and  the 
accompanying  legislative  package,  is  a  start  to  such  a  policy. 

FLEXIBLE  SUBSIDY 

HUD  is  requesting  an  appropriation  of  $65.7  million  for  FY 
1994  which,  when  combined  with  money  earned  or  transferred  from 
the  Rental  Housing  Assistance  fund,  can  provide  a  Flexible 
Subsidy  program  level  of  $156.2  million.   With  this  level,  we 
expect  to  be  able  to  provide  funding  for  approximately  93 
distressed  projects. 
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In  November  1992,  HUD  released  a  study  of  the  capital  needs 
of  the  assisted  multifeonily  housing  stock  which  revealed  that  a 
large  number  of  the  projects  are  distressed  and  have 
significant,  unfunded  physical  needs.   The  flexible  subsidy 
program  is  HUD's  principal  tool  for  addressing  these  needs.   It 
is  part  of  the  President's  investment  strategy,  along  with 
Section  8  property  disposition  funding  and  preservation  funds,  to 
promote  the  preservation  and  restoration  of  assisted  housing. 

PRESERVATION  PROGRAM 

I  see  the  Preservation  program  as  a  long-term  investment  in 
our  communities.  The  preservation  of  the  existing  assisted 
housing  inventory  eligible  for  prepayment  is  an  important  element 
in  our  overall  strategy  to  support  urban  America.   The  assisted 
housing  inventory  is  part  of  the  foundation  upon  which  our 
communities  can  be  strengthened.   We  are  proposing  to  increase 
the  funding  over  the  baseline  and  to  increase  the  use  of  Flexible 
Subsidy  funding  to  support  the  preservation  effort. 

At  the  same  time,  we  believe  that  there  are  savings  to  be 
made  in  the  way  in  which  incentives  are  calculated.   We  support 
the  use  of  incentives  to  encourage  owners  to  continue  low  income 
occupancy  but  we  believe  that  incentives  should  not  be 
overgenerous .   Therefore,  we  are  proposing  to  change  the  way  in 
which  we  calculate  incentives  in  a  fashion  that  will  moderate 
costs  but  still  protect  this  important  source  of  affordable 
rental  housing. 

HOPE  II 

For  FY  1994,  the  budget  requests  a  single  appropriation  of 
$109.2  million  for  HOPE  1,  2  and  3.   The  HOPE   1,  2  and  3 
programs  for  the  coming  fiscal  year  will  not  offer  any  additional 
planning  grants. 

In  1992,  under  HOPE  2  (the  homeownership  progreun  for 
multifeunily  units),  HUD  awarded  89  planning  grants  and  2 
implementation  grants.   We  estimate  reservations  of  up  to  $88.4 
million  for  HOPE  2  implementation  grants  in  FY  1994  using 
available  balances  and  a  small  portion  of  the  requested  1994 
appropriation . 

A  word  of  explanation  is  warranted  here.   We  appreciate  the 
intent  of  the  HOPE  approach  but  we  are  faced  with  serious  fiscal 
constraints.   We  have  scarce  resources  and  competing  priorities. 
HOPE  2  is  complex  and  requires  substantial  hands-on  technical 
assistance  to  be  successful.   The  number  of  implementation  grants 
already  funded  combined  with  the  number  already  having  planning 
grants  provides  a  critical  mass  of  projects  to  assess  the 
advantages  and  disadvantages  of  the  HOPE  approach. 
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SECTIOH  202/811  HOUSING  FOR  THE  ELDERL7  AND  DISABLED 

HUD  is  proposing  $840.1  million  to  support  an  additional 
6,400  units  of  housing  for  the  elderly  and  persons  with 
disabilities  in  1994.   This  amount  includes  $373.6  million  for 
new  construction  or  substantial  rehabilitation,  $450.6  million 
for  rental  assistance,  and  $15.9  million  for  service 
coordinators . 

This  is  a  smaller  request  than  amounts  appropriated  in  prior 
years.   While  we  recognize  the  highly  successful  nature  of  this 
program,  the  difficult  fiscal  situation  makes  it  necessary  to 
reduce  the  level  of  commitment  this  year.   There  is  a  pipeline  of 
unstarted  projects,  representing  roughly  2  years  of  development 
activity,  which,  as  they  come  on  line,  will  provide  a  continuing 
stream  of  affordable  housing  for  elderly  and  persons  with 
disabilities. 

OTHER  PROGRAMS 

SECTION  8  CONTRACT  RENEWALS  AND  AMENDMENTS 

The  Housing  portion  of  the  Budget  request  for  Section  8 
contract  renewals  is  $589.6  million  to  renew  approximately  21,675 
project  based  units  in  FY  1994.   These  estimates  are  based  on  a 
funding  formula  at  80  percent  of  the  average  of  the  latest 
verified  gross  contract  rents.   We  assume  that  this  level  will  be 
sufficient  to  cover  full,  5  year  funding,  but  that  amendment 
funding  will  be  available  where  needed. 

LOAN  MANAGEMENT  SET- AS IDE 

For  1994,  we  are  requesting  $26.5  million  for  loan 
management  set-asides  to  support  1,066  units.   This  is  a  drop 
from  previous  years.   Because  of  the  difficult  budget 
environment,  we  have  had  to  make  the  difficult  choice  of 
allocating  scarce  resources  among  many  competing  requirements. 
The  unmet  physical  needs  of  the  entire  subsidized  rental  housing 
stock  require  immediate  attention  and  those  needs  are  better 
addressed  under  the  Flexible  Subsidy  deferred  maintenance  and 
capital  improvement  loans  program. 

CONGREGATE  HOUSING 

An  appropriation  of  $6.3  million  is  requested  for  FY  1994  to 
extend  the  56  Congregate  Services  contracts  of  the  original 
demonstration  program  for  an  additional  12  months.   No  funds  are 
requested  for  additional  grants  under  the  revised  Congregate 
Services  Program.   This  will  save  $14.7  million  from  the  baseline 
funding  level  without  eliminating  necessary  services.   Other 
funding  mechanisms  exist  that  provide  similar  services  to  the 
elderly  and  disabled. 
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SALARIES  AND  EXPENSES 


We  are  requesting  6,123  full-time  equivalents  (FTE)  to 
support  full  time  permanent  appointments  of  6,103  in  Housing,  a 
decrease  of  123  FTE.   This  includes  974  FTE  for  Headquarters 
staff  and  5,149  FTE  for  Field  staff. 

CONCLUSION 

This  concludes  my  prepared  remarks.   I  will  be  pleased  to 
answer  any  questions  the  committee  might  have. 
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Let's  turn  to  the  budget  justifications  and  begin  with  the  housing 
programs. 

HOPE  GRANTS 

The  budget  requests  $109  million  for  HOPE  grants  in  1994.  The 
Department  is  requesting  a  single  appropriation  for  the  three 
homeownership  programs,  HOPE  1,  HOPE  2  and  HOPE  3,  rather 
than  separate  set-asides,  as  in  the  past.  No  appropriation  is  re- 
quested for  the  elderly  independence  program. 

Does  the  $252  million  decrease  for  HOPE  grants  from  $361  mil- 
lion to  $109  million  represent  a  phase-out  of  this  program? 

Mr.  ScHOENBERGER.  Mr.  Chairman,  the  programs  that  you  talk 
about  are  split  within  the  Department — and  only  the  HOPE  2  pro- 
gram, of  the  three,  is  in  my  area,  and  there  are  other  people  in  the 
room  who  may  want  to  talk  about  other  portions  of  it.  But  I  think 
the  overall  philosophy  about  HOPE  is,  there  is  enough  in  the  pipe- 
line right  now,  to  try  out  the  concept — the  concept  may  involve  one 
that  requires  an  extraordinary  amount  of  hand-holding  and  work- 
ing with  the  resident  groups — and  I  think  while  this  Administra- 
tion certainly  is  in  favor  of  empowering  the  residents  of  projects  of 
this  type,  they  would  like  to  look  longer-term,  I  think,  at  what 
some  other  alternatives  might  be,  perhaps  coordinating  services 
from  a  variety  of  Federal  agencies  to  achieve  the  same  thing. 

So  I  think  right  now  we  are  saying  we  have  enough  in  the  pipe- 
line to  make  it  a  good  demonstration,  and  we  will  see  what  the  re- 
sults ultimately  are. 

Mr.  Stokes.  Can  you  tell  us  why  nothing  is  being  requested  for 
the  elderly  independence  program  in  1994? 

Mr.  ScHOENBERGER.  That  is  not  my  program,  Mr.  Chairman. 

Mr.  Janis? 

Mr.  Stokes.  Do  we  have  the  person  responsible  for  that  program? 

Mr.  Janis.  Mr.  Chairman,  you  are  correct  in  that  this  is  no  ap- 
propriation requested  for  supportive  services,  grants  or  vouchers. 
That  reflects  a  decision  about  needs  versus  demands  and  the  other 
competing  priorities  that  the  Secretary  mentioned. 

BASIS  FOR  1994  REQUEST 

Mr.  Stokes.  Let  us  ask  you  about  the  amount  of  the  request  of 
$109  million.  Can  you  tell  us  how  that  was  arrived  at  and  what 
were  your  assumptions? 

Mr.  Janis.  I  am  sorry  sir,  could  you  repeat  that? 

Mr.  Stokes.  Sure.  We  are  asking  you  about  the  amount  of  the 
request  of  $109  million  and  how  that  was  arrived  at  and  what  were 
your  assumptions,  that  is,  you  have  a  $252  million  decrease  for 
HOPE  grants,  from  $361  million  in  1993  to  $109  million,  and  we 
are  trying  to  obtain  the  rationale  behind  the  decrease. 

Mr.  Janis.  Mr.  Chairman,  as  Jim  Schoenberger  said,  those  are 
the  three  programs  taken  together.  What  we  did  in  the  Depart- 
ment is  take  a  look  at  the  actual,  pent-up  demand,  the  actual  activ- 
ity, the  available  funds.  As  far  as  the  HOPE  1  program,  specifical- 
ly, we  have  not  seen  the  demand  materialize. 

We  have  a  fair  amount  of  funds  that  are  carried  over  into  this 
year  for  additional  grants.  We  feel  that  there  is  enough  funding  in 
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the  HOPE  1  pipeline  to  meet  the  expected  demand,  and  we  do  want 
to  see  what  materializes  this  year.  We  believe  these  funds  will  take 
us  through  this  year  and  into  next  year.  That  is  how  we  came  to 
the  HOPE  1  figure.  I  believe  the  other  two  were  estimated  similar- 

ly- 

Mr.  Lewis.  Mr.  Chairman. 

Mr.  Stokes.  Mr.  Lewis. 

Mr.  Lewis.  I  am  sorry  to  interfere  with  your  questioning,  but  ad- 
dressing HOPE  3,  HOPE  3  is  proposed  to  be  cut  from  the  steady 
funding  level  of  the  last  two  years  of  about  $95  million  down  to  $40 
million,  and  yet  I  gather  there  is  no  pipeline  problem  there  at  all 
with  $94.9  million  or  99.8  percent  of  the  grants  awarded.  There  is 
no  shortage  of  applications  from  nonprofits  and  cooperative  asso- 
ciations. The  Department  had  700  applications,  but  was  able  to 
award  only  289  because  of  a  lack  of  available  funds.  That  doesn't 
square  with  what  you  just  said. 

Mr.  Janis.  This  is  starting  to  sound  very  bureaucratic,  but  we 
have  one  other  office  that  deals  specifically  with  HOPE  3. 

Mr.  Schoenberger.  That  is  the  Community  Planning  and  Devel- 
opment office  that  deals  with  HOPE  3. 

Mr.  Lewis.  Assuming  what  I  just  said  was  accurate,  it  doesn't 
seem  to  square.  You  said  the  same  assumptions  were  used  for  all 
three. 

Mr.  Janis.  I  do  not  have  the  details  on  that. 

Mr.  Persil.  Mr.  Chairman,  let  me  answer.  It  is  true  that  HOPE 
is  divided  into  three  parts. 

Mr.  Lewis.  More  than  that,  but 

Mr.  Persil.  The  first  Eissumption  in  arriving  at  the  Budget  was 
to  make  sure  that  all  the  pipeline  needs  would  be  taken  care  of. 
The  second  w£is  the  result  of  the  need  to  make  some  reduction. 

In  the  February  17  budget,  there  was  no  HOPE  funding  at  all; 
however,  the  Department  prevailed. 

Secretary  Cisneros.  I  will  second  that. 

Mr.  Persil.  However,  the  Secretary  prevailed  on  the  President 
and  the  0MB  to  at  least  allow  some  HOPE  funds  to  remain  to  deal 
with  the  projects  that  are  in  the  pipeline.  Recognizing  that  some 
reductions  had  to  be  made,  the  Department  felt  at  least  the  mini- 
mum amount  the  Department  felt  it  should  provide  was  to  take 
care  of  the  projects  in  the  pipeline,  those  that  had  received  plan- 
ning grants  in  HOPE  1  and  2  and  HOPE  3.  Regarding  HOPE  3,  we 
hoped  we  could  carry  on  a  far  more  expensive  program  if  we  had 
the  resources  to  do  so. 

Mr.  Stokes.  That  reminds  me  of  my  high  school  Latin.  All  of 
Gaul  was  divided  into  three  parts, 

Mr.  Lewis.  And  hope  you  are  not  in  the  third  part. 

Mr.  Stokes.  How  much  of  the  1993  appropriation  of  $361  million 
is  unreserved.  Does  anyone  have  that  information? 

Mr.  Schoenberger.  I  believe  at  the  start  of  this  year  it  was  $150 
million  for  HOPE  2.  Again,  we  are  divided  into  three  parts. 

Mr.  Stokes.  How  much  of  the  1992  HOPE  funding  is  unreserved? 
Do  you  have  that  on  record? 

Mr.  Persil.  Mr.  Chairman,  1992  appropriations  fund  reservations 
through  the  month  of  March  were  $195.3  million.  Thus  far,  out  of 
the  1993  appropriations,  $1  million  has  been  reserved. 
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HOPE  TECHNICAL  ASSISTANCE 


Mr.  Stokes.  Tell  us  why  you  are  requesting  that  up  to  1.5  per- 
cent of  the  amount  appropriated  in  1994  be  available  for  technical 
assistance. 

Mr.  Janis.  Mr.  ChEiirman,  HOPE  is  still  a  relatively  new  pro- 
gram. Certainly  the  HOPE  1  applicants  do  need  technical  assist- 
ance and  support  in  formulating  their  proposals  to  be  able  to  put 
forward  the  best  possible  proposal.  Similarly,  when  they  get  the  im- 
plementation grant,  they  also  need  to  have  assistance. 

Many  HOPE  1  grants  go  to  resident  management  corporations  or 
resident  corporations.  Most  of  them  have  been  made  on  behalf  of 
those  groups  by  public  housing  agencies.  But  these  are  fairly  new 
organizations,  and  we  feel  that  they  need  the  technical  support  and 
assistance  to  make  the  program  effective. 

funding  of  hope  parts 

Mr.  Lewis.  Mr.  Chairman,  I  hate  to  do  this,  but  I  hope  there  is 
somebody  who  could  help  me  understand  where  we  are  going. 
HOPE  has  six  parts,  not  three? 

Mr.  Janis.  Correct. 

Mr.  Lewis.  Public  Indian,  multifamily,  single-family,  Youthbuild, 
elderly  independence,  and  severely  distressed  and  obsolete  public 
housing. 

We  just  heard  that  single-family  homes  could  have  a  lot  more 
action  if  we  could  afford  it,  if  we  had  some  money;  and  it  is  one 
where  it  is  getting  out  there  to  people,  it  would  appear. 

Under  Youthbuild,  we  appropriated  no  money  in  1993.  There  was 
an  authorization  in  1993  for  $40  million,  but  we  have  decided  to 
put  $48  million  there  instead  of  into  a  program  that  has  worked. 

Elderly  independence,  we  are  essentially  wiping  that  out;  Youth- 
build, we  are  creating  a  separate  program  changing  the  name;  it  is 
not  going  to  be  part  of  HOPE  anymore.  But  basically  that  is  what 
we  are  doing  with  that  money. 

Severely  distressed  public  housing  without  authorization,  we  are 
taking  a  program  from  300  million  to  483  million,  and  I  guess 
changing  the  name.  Nobody  has  explained  to  me  how  you  rear- 
range those  priorities. 

Why  wasn't  some  of  that  $183  million  put  back  into  single-family 
homes,  for  example,  in  HOPE  3?  What  is  the  logic  in  terms  of  de- 
livering services  to  people  out  there  where  there  is  obviously  a 
demand  and  none  of  these  are  rich  people?  Can  you  answer  that? 

Secretary  Cisneros.  Let  me  try  to  answer.  The  logic  is  that  deal- 
ing with  distressed  public  housing  is  most  closely  in  accordance 
with  the  core  priorities  I  described  earlier  in  my  testimony,  when  I 
said  that  we  are  going  to  look  at  these  backlogs  of  existing  prob- 
lems and  try  to  address  them. 

Please  know  that  there  is  no  partisan  ideological  dimension  to 
these  HOPE  programs. 

Mr.  Lewis.  I  don't  think  so.  I  hope  not. 

Secretary  Cisneros.  1  have  expressed  my  own  sense  about  HOPE 
1,  for  example,  that  it  is  very  difficult  to  carry  out  the  promises  of 
HOPE   1,  to  actually  turn  housing  developments,  large  housing 
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projects  into  ownership  units.  It  is  a  very  difficult  thing  to  do,  and 
there  are  many  serious  issues  raised  for  the  residents. 

What  do  we  make  them  owners  of?  Units  that  have  deferred 
maintenance  problems,  that  we  expect  to  have  them  on  their  own 
by  the  fifth  year  and  no  hope  that  they  will  actually  be  able  to  get 
the  units  maintained  or  cover  all  the  overhead,  and  they  have  got 
all  their  equity  sunk  into  that?  Real  serious  questions. 

So  that  is  the  reason  why  HOPE  1  and  2  really  didn't  get  more 
funding.  We  felt  that  it  was  important  to  play  out  the  string  with 
people  who  were  already  in  the  pipeline;  but  that  with  the  very 
stringent  budget  priorities  we  have,  which  we  have  been  discussing 
here,  we  couldn't  really  put  more  money  into  a  program  that  is 
that  uncertain  when  we  have  got  this  backlog  of  time  bomb-related 
problems. 

HOPE  3,  I  like  a  lot;  and  I  would  like  to  see  it  work.  We  think 
we  can  make  it  work  on  a  smaller  scale,  and  if  it  works  on  a  small- 
er scale,  then  we  can  upgrade  it;  and  that  is  something  I  am  per- 
sonally committed  to  do. 

Youthbuild,  the  others — they  really  didn't  fit  as  a  coherent  pack- 
age as  HOPE  1  through  6;  and  I  am  sure  Secretary  Kemp  would  be 
pleased  to  know  that  programs  he  helped  design  are  getting  a  life 
of  their  own.  Youthbuild  goes  forward  and  the  elderly  independ- 
ence initiative  goes  forward  and  severely  distressed  public  housing. 
We  just  had  a  commission  that  Secretary  Kemp  had  put  into  being 
that  suggested  the  problem  was  an  almost  double-digit,  billions-of- 
doUars  problem;  and  that  is  why  we  put  the  impetus  that  we  have 
onto  severely  distressed.  So,  that  gives  you  some  of  the  logic  as  to 
why  we  made  some  of  the  choices. 

Again,  when  I  said  at  the  outset  of  this  testimony  that  the  priori- 
ty was  on  a  series  of  areas  that  just  couldn't  be  ignored  any  longer, 
that  really  meant  something.  It  meant  we  had  to  make  budget  deci- 
sions and  support  those  things;  and  other  things  that  we  might 
have  wanted  to  do  that  were  more  futuristic,  more  attractive,  just 
couldn't  be  done  in  such  a  tight  budget  environment. 

Mr.  Lewis.  Go  ahead,  Mr.  Chairman. 

Secretary  Cisneros.  I  will  be  happy  to  visit  with  you  personally 
if  would  help. 

Mr.  Lewis.  That  would  be  fine. 

Mr.  Stokes.  You  sound  like  you  still  have  some  questions. 

severely  distressed  public  housing 

Mr.  Lewis.  The  title  "severely  distressed,  obsolete  public  hous- 
ing" is  appealing  to  all  of  us  who  care,  but  there  was  no  money 
authorized  in  the  fiscal  year  1993.  It  was  $300  million  appropriated. 

There  was  no  money  authorized  in  your  request.  I  don't  know  if 
you  have  any  hope  for  authorization  in  the  months  ahead. 

Secretary  Cisneros.  It  really  isn't — it  is  a  piece  of  the  public 
housing  problem.  To  reemphasize,  we  put  money  into  a  piece  of  the 
public  housing  project  that  every  indicator  tells  us  is  distressed 
from  our  analyses  to  the  commission  that  worked  on  it;  and  we 
work  on  it  that  way  as  part  of  the  large  public  housing  problem 
that  we  have.  I  am  not  sure  it  needs  new  authorization,  when  you 
think  of  it  in  that  way. 
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Mr.  Lewis.  Still — taking  what  you  just  said  about  HOPE  3,  it 
looks  to  me,  as  well,  you  are  on  your  way  to  phasing  that  out,  re- 
gardless. 

ISSUES  IN  HOPE  1  AND  2 

Secretary  Cisneros.  I  would  like  another  crack  at  it,  reserve  the 
right  to  work  with  0MB  and  take  another  crack  at  that.  Of  HOPE 
1  through  3,  that  is  the  one  I  think  has  the  greatest  hope. 

I  was  just  in  Atlanta  a  few  weeks  ago,  meeting  with  the  residents 
on  a  project  called  Martin  Street,  where  promises  had  been  made 
to  them  that  this  was  going  to  be  a  project  that  was  going  to  be 
converted  into  their  ownership.  In  many  cases,  these  are  single 
heads  of  households,  in  some  instances  older  women. 

The  project  wasn't  that  well  built  in  the  first  place.  It  wasn't  the 
sort  of  cinder-block  public  housing  that  is  going  to  last  through  a 
hurricane.  It  was  something  built  in  the  1970s  or  so  of  frame,  and 
it  was  built  as  subsidized  housing.  Not  a  very  attractive  place  and 
not  much  sign  that  it  had  long-term  prospects.  Yet  they  had  been 
led  to  believe  that  they  were  going  to  become  owners  of  it  with  in- 
struments that  no  longer  exist,  15-year  tenant-based  Section  8, 
when  all  we  have,  at  max,  is  5  years.  In  5  years,  these  ladies  were 
going  to  be  on  their  own  with  their  fixed  incomes — frequently  el- 
derly, social  security  incomes — owners  of  a  building  that  needs  im- 
mense work. 

It  just  doesn't  make  sense  in  my  opinion,  and  it  is  not  even  doing 
right  by  the  people.  I  mean,  my  conscience  would  stop  me  from 
doing  that  to  people  before  I  let  them  become  owners  of  that  place 
and  leave  them  on  their  own. 

So  those  are  the  kinds  of  issues  you  have  to  think  about  real 
hard  before  we  act  on  HOPE  1  and  2. 

HOPE  3  is  another  matter.  I  would  like  to  get  more  money  for  it. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman,  for  your  patience. 

Mr.  Stokes.  I  think  you  are  absolutely  right,  Mr.  Secretary.  I 
agree  with  you  in  terms  of  that  analysis. 

How  many  public  housing  units  do  you  currently  estimate  will  be 
sold  under  the  HOPE  1  program? 

Mr.  Janis.  In  1992,  we  approved  the  sale  of  3,344  units  both  with 
HOPE  and  5(h)  programs. 

Let  me  supply  for  the  record  the  1993  estimate  of  what  we  expect 
under  the  HOPE  1  program. 

[The  information  follows:] 

Number  of  HOPE  1  Units  Expected  To  Be  Approved  for  Sale  With  Fiscal  Year 

1993  Funding 

The  Department  estimates  that  fiscal  year  1993  funding  will  be  sufficient  to  ap- 
prove 9,731  units  for  sale  through  Implementation  Grants  to  eligible  recipients. 

Mr.  Stokes.  That  is  what  we  wanted.  How  will  the  PHAs  be  com- 
pensated for  the  projects  by  the  transferees? 

Mr.  Janis.  Under  the  current  program,  the  PHAs  are  not  com- 
pensated in  the  sense  of  getting  a  payment  for  the  project.  They 
are  compensated  in  the  sense  that  there  is  a  replacement  require- 
ment. Under  the  current  guidelines  the  PHA  specifies  the  type  of 
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replacement  housing  that  is  most  desirable,  whether  it  be  Section  8 
assistance  or  new  construction  public  housing. 

FUNDING  FOR  PRESERVATION 

Mr.  Stokes.  Let's  turn  to  annual  contributions  for  assisted  hous- 
ing. The  budget  proposes  legislative  language  in  the  appropriations 
bill  regarding  the  preservation  program  and  the  administrative 
fees  paid  to  PHAs  to  administer  the  rental  assistance  programs.  As 
we  understand  it,  the  additional  cost  of  not  reducing  the  funding 
formula  in  the  preservation  program  from  the  current  120  percent 
of  fair  market  rent  to  100  percent  and  eliminating  the  home  own- 
ership component  of  the  preservation  program  is  $91.5  million  in 
1994;  is  that  correct? 

Mr.  Janis.  Yes. 

Mr.  Stokes.  What  do  you  believe  would  be  the  impact  of  reduc- 
ing the  funding  formula  in  the  preservation  program?  How  many 
additional  units  would  be  able  to  prepay  their  mortgages? 

Mr.  Janis.  There  would  be  from  20,000  to  50,000  units.  We  are 
continuing  to  evaluate,  given  those  kind  of  numbers,  whether  this 
is  the  best  way  to  go  and  whether  there  are  other  things  we  can  do 
in  the  preservation  area  to  keep  those  units  in  stock.  I  would  say 
this  is  still  an  open  issue. 

section  8 — ADMINISTRATIVE  FEES 

Mr.  Stokes.  This  was  touched  on  by  the  Secretary  today — to 
reduce  the  fees  paid  to  PHAs  to  administer  the  rental  assistance 
program  to  7.24  percent  for  fiscal  1994.  From  the  mail  we  have 
been  receiving,  this  does  not  appear  to  be  a  very  popular  proposal. 
Tell  us  why  you  propose  this  legislative  item  which  has  been  previ- 
ously rejected. 

Mr.  Janis.  As  the  Secretary  mentioned,  existing  studies  indicate 
that  the  current  fee  level  is  too  high.  We  have  had  discussions, 
given  the  amount  of  concern  that  has  been  expressed,  of  doing 
some  further  work.  We  would  update  those  studies  and  look  more 
at  the  cost.  We  are  also  considering  additional  proposals  which 
would  separate  the  fee  from  the  fair  market  rent  as  the  basis  for 
setting  a  fee.  Nothing  specifically  has  been  done  to  begin  that 
work,  through. 

Mr.  Stokes.  Let  us  ask  you  this:  Won't  this  proposal  really  hurt 
rural  PHAs  because  of  the  lower  fair  market  rents  in  those  areas 
and  the  long  distances  that  the  staff  must  travel  in  administering 
the  programs? 

Mr.  Janis.  Under  the  current  procedures,  a  PHA  in  a  rural  area 
can  make  a  case  to  the  Department  that  the  current  fee  is  not  ade- 
quate. We  can  consider  an  increased  fee  under  the  current  regula- 
tions for  that  type  of  situation.  But  I  am  sensitive  to,  and  familiar 
with,  that  type  of  problem. 

Mr.  Stokes.  Does  HUD  have  any  studies  to  show  that  PHAs  are 
over-reimbursed  by  the  present  administrative  fee? 

Mr.  Janis.  The  two  studies  the  Secretary  mentioned  previously. 

Secretary  Cisneros.  I  indicated  I  would  get  you  copies  of  those, 
Mr.  Chairman,  and  we  will  do  that. 
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Mr.  Stokes.  Mr.  Secretary,  the  GAO  study  of  1988,  on  which 
these  proposed  reductions  were  based,  took  place  a  year  ago  before 
the  family  self-sufficiency  program  came  into  being.  It  was  limited 
to  70  PHAs  and  the  study  covered  only  5.3  percent  of  the  all  Sec- 
tion 8  certificates  and  3.5  of  all  PHAs.  It  is  difficult  to  see  how  the 
department  can  be  recommending  a  reduction  in  the  Section  8  ad- 
ministrative fee  for  PHAs  at  the  same  time  as  suggesting  broader 
program  initiatives  and  responsibility  of  those  same  PHAs  which 
inevitably  entail  additional  administrative  costs. 

So  I  guess  we  would  ask  you  to  agree  that  a  more  comprehensive 
survey  of  local  housing  authorities  to  document  the  costs  of  admin- 
istering the  Section  8  program  and  new  program  requirements 
ought  to  be  conducted  by  the  department  before  we  proceed  to 
reduce  this  fee. 

Secretary  Cisneros.  Yes  sir,  I  hear  you  loud  and  clear.  You  men- 
tioned the  GAO  report.  There  are  some  suggestions  that  have  been 
made  that  perhaps  the  data  could  have  been  collected  at  least  on  a 
more  recent  basis.  There  is  also  an  associated  report,  a  private 
report  done  on  the  same  subject,  which  concludes  on  the  basis  of  a 
sample  of  16  housing  authorities,  large  urban  housing  authorities, 
Atlanta,  Boston,  Cleveland,  Montgomery  County,  et  cetera,  that 
HUD  reimbursements  to  larger  urban  housing  authorities  for  costs 
are  continually  higher  than  the  costs  incurred  by  their  housing  au- 
thorities in  the  program. 

The  reference  to  the  administrative  costs  of  the  voucher  pro- 
grams, that  is  the  basis  on  which  0MB,  in  trying  to  find  cost  sav- 
ings in  this  climate  of  deficit  reduction,  pushed  this  point.  I  will  be 
honest  with  you,  it  is  not  one  we  are  pursuing  on  our  own,  but  it  is 
one  in  this  climate  of  deficit  reduction  was  felt  it  should  be  acted 
upon.  That  is  the  mandate  under  which  we  are  working. 

Mr.  Stokes.  We  were  going  to  ask  you  if  it  was  your  proposal  or 
0MB? 

Secretary  Cisneros.  When  I  came  to  the  Department,  no  one  was 
pressing  me  at  HUD  to  do  this.  I  didn't  hear  any  great  outcry  on 
this  point. 

PUBLIC  HOUSING  INSPECTORS 

Mr.  Stokes.  The  budget  requested  one-half  of  one  percent  of  the 
amounts  appropriated  for  public  housing  development  be  made 
available  for  contracts  to  perform  inspection  for  development  work 
and  to  provide  technical  assistance  by  PHAs.  Why  shouldn't  this 
type  of  work  be  done  by  HUD  employees  as  opposed  to  contracting 
out? 

Mr.  Janis.  Mr.  Chairman,  it  is  a  matter  of  using  our  available 
staff  in  the  most  efficient  and  effective  ways  possible.  We  do  not 
have  sufficient  staff  to  do  the  inspection  process.  This  is  really  a 
function  that  has  worked  very  well  in  other  parts  of  the  Depart- 
ment, that  is,  the  inspection  of  projects  that  are  being  constructed. 

It  has  worked  very  well  to  have  that  contracted  out  in  that  the 
public  housing  pipeline  is  fairly  extensive.  A  number  of  housing 
Eigencies  have  problems  in  getting  their  public  housing  constructed 
and  modernized.  We  felt  that  the  provision  of  technical  assistance 
to  those  agencies  would  help  our  efforts  to  move  the  pipeline  as 
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well  as  enable  inspections  to  be  provided  in  a  more  timely  manner. 
This  would  be  a  way  to  improve  the  program. 

Mr.  Stokes.  Would  it  be  less  expensive  to  contract  out  for  these 
services? 

Mr.  Janis.  I  think  given  the  existing  budget  climate,  it  would 
probably  be  more  efficient  to  contract  out.  We  have  not  done  a  spe- 
cific cost-benefit  analysis  on  this. 

INDIAN  HOUSING 

Mr.  Stokes.  The  budget  requests  $257  million  for  2,725  units  of 
Indian  housing.  In  addition,  $16  million  is  requested  for  Indian 
housing  under  the  HOME  program.  How  does  the  department  plan 
to  coordinate  these  two  programs? 

Mr.  Janis.  They  are  coordinated  by  the  Office  of  Indian  Housing. 
The  Indian  CDBG  program  has  been  moved  into  this  office  and 
now  there  will  be  something  of  a  one-stop  shopping  program  for  In- 
dians on  the  programmatic  level.  The  Indian  housing  development 
will  provide  some  construction  funding  for  regular  development, 
and  will  continue  the  Mutual  Help  program.  The  HOME  program 
funds  will  give  Indian  tribes  the  opportunity  and  the  flexibility  of 
being  able  to  have  different  housing  production  methods  than  the 
traditional  programs. 

Mr.  Stokes.  Doesn't  having  two  Indian  housing  programs  really 
require  extra  paperwork  for  both  HUD  and  the  Indian  housing  au- 
thorities? 

Mr.  Janis.  I  don't  think  it  creates  unnecessary  paperwork  for  the 
two  because  the  two  programs  are  really  different.  The  HOME  pro- 
gram, as  I  mentioned,  provides  Indian  tribes  the  flexibility  to  ex- 
periment with  a  number  of  different  housing  options.  The  tradi- 
tional program  is  straight  mutual  help  and  straight  rental.  They 
are  somewhat  different;  their  different  orientation  is  in  their  pur- 
poses. 

RECAPTURE  OF  PRE- 199  2  RESERVATIONS 

Mr.  Stokes.  The  budget  also  proposes  legislation  that  would  re- 
capture and  rescind  15  percent  of  the  pre-1992  reservations  that 
have  not  been  obligated  by  October  1,  1994.  As  I  understand  it, 
there  are  no  savings  in  1994  from  this  proposal;  is  that  correct? 

Mr.  Janis.  There  are  no  savings  in  1994  because  of  the  timing  of 
that  proposal. 

Mr.  Stokes.  Tell  us,  why  should  these  funds  be  rescinded?  If 
some  of  these  projects  cannot  be  done,  why  not  recapture  the  funds 
and  assign  them  to  another  project? 

Mr.  Janis.  The  purpose  of  the  proposal  is  principally  to  get  at 
those  developments  that  cannot  reach  construction  and  to  move 
the  public  housing  development  pipeline.  The  date  projected  is  far 
enough  in  advance  to  give  the  housing  agencies  an  opportunity  to 
take  necessary  action. 

In  terms  of  the  recapture  and  rescind  language,  again,  I  would 
say  this  is  part  of  the  overall  budget  presentation. 

Mr.  Lewis.  Mr.  Chairman,  would  you  yield? 

Mr.  Stokes.  Certainly. 
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Mr.  Lewis.  Mr.  Chairman,  I  have  some  serious  reservations 
about  the  way  services  are  deUvered  to  Indians  and  Indian  tribes 
around  the  country  at  many  levels.  I  wonder  if  you  could  help  me 
with  that  work  or  analysis  by  giving  me  a  snapshot  of  the  numbers 
of  units  and  the  number  of  dollars  that  have  been  expended  by 
HUD  over  the  last  decade  and  the  number  of  people  served.  I  am 
not  sure  that  should  not  be  supplemented  in  another  venue  by  the 
Indian  housing  programs  if  that  is  separate. 

I  am  concerned  whether  that  money  has  been  delivered  efficient- 
ly and  provided  real  service  to  the  people.  Could  you  help  me  with 
that? 

Mr.  Janis.  Surely.  For  the  record  I  will  supply  what  has  been  ex- 
pended. I  will  tell  you  that  the  Indian  development  pipeline,  for  ex- 
ample, spends  out  more  quickly  than  the  conventional  public  hous- 
ing pipeline.  Housing  on  Indian  reservations,  especially,  is  desper- 
ately needed.  Most  of  the  housing  that  has  been  provided  on  the 
reservations  is  federally  funded  housing. 

I  believe  the  money  is  being  effectively  utilized.  As  I  said,  for  the 
record  I  will  give  you  a  report  of  units  by  year,  the  amounts  of 
funds  that  have  been  provided  and  what  the  record  is  on  spending 
for  Indian  housing  development. 

[The  information  follows:] 
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Units  and  Dollars  Provided  for  Indian  Housing  in  the  Last  Decade 

The  following  taihles  reflect  units  and  dollars  the  Department  has 
provided  through  Indicui  housing  programs  over  the  last  decade.   In  addition  to 
those  prograuns,  in  FY  1992,  $15  million  were  provided  through  the  HOME 
program.   Seventeen  projects  from  fifteen  tribes  were  funded  to  provide  451 
units  of  decent,  safe  and  affordable  housing  in  Indian  areas.   Of  those,  191 
units  will  be  newly  constructed;  the  remainder  will  be  acquired  and/or 
rehcJsilitated. 

In  summary,  the  Department  has  provided  approximately  $3  billion  to 
improve  the  quality  of  life  in  Indian  areas  over  the  past  decade.   More  than 
27,000  fcunilies  have  been  provided  newly  constructed  homes,  of  which 
approximately  two- thirds  have  been  through  the  Mutual  Help  and  Turnkey  III 
homeownership  opportunity  programs . 

PRODUCTION  FIGURES  FOR  TRADITIONAL  INDIAN  HOUSING  UNITS 
FISCAL  YEARS  1982  THROUGH  1992 


STARTS      COMPLETIONS 


FISCAL 

YEAR 

RESBRVA' 

1982 

3016 

1983 

2325 

1984 

2635 

1985 

2002 

1986 

2078 

1987 

3627 

1988 

2873 

1989 

1478 

1990 

1716 

1991 

2518 

1992 

2772 

2193 

3279 

3248 

3062 

2221 

3291 

3419 

2471 

3279 

3231 

3412 

3469 

2373 

3981 

2667 

2075 

2349 

1505 

1730 

1897 

1657 

2386 

TOTAL         27040  28548        30647 
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CIAP  AND  COMPREHENSIVE  GRANT  PROGRAM 
PONDING  FOR  INDIAN  HOUSING 
FISCAL  YEARS  1980  THROUGH  1992 


FISCAL 

CIAP 

COMP  GRANT 

YEAR 

ALLOCATIONS 

ALLOCATIONS 

1980 

7,200,200 

1981 

14,218,093 

1982 

19,771,977 

1983 

22,870,830 

1984 

10,812,919 

1985 

11,228,545 

1986 

14,136,391 

1987 

28,770,482 

1988 

54,895,154 

1989 

44,687,046 

1990 

53,277,677 

1991 

67,365,000 

1992 

32,676,063 

80,259,343 

TOTAL 

381,910,377 

80,259,343 

1992  was  the  first  year  of  CGP  funding. 


OPERATING  SUBSIDIES 
FOR  INDIAN  HOUSING  AUTHORITIES 
FISCAL  YEARS  1980  THROUGH  1992 


FISCAL 

OPERATING 

YEAR 

SUBSIDY 

SUBSIDY 

ALLOCATION 

1980 

11,463,408 

1981 

16,723,969 

1982 

22,730,642 

1983 

19,623,329 

1984 

27,131,857 

1985 

33,512,149 

1986 

38,945,647 

1987 

46,124,433 

1988 

49,813,998 

1989 

55,200,515 

1990 

58,640,929 

1991 

61,849,758 

1992 

65,932,031 

TOTAL 

507,692,665 
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AMENDMENT  FUNDING 
FOR  TRADITIONAL  INDIAN  HOUSING 
FISCAL  YEARS  1986  THROUGH  1992 


FISCAL 

AMENDMENT 

YEAR 

AUTHORITY 

1986 

$30,505,639 

1987 

14,801,000 

1988 

20,354,146 

1989 

8,727,000 

1990 

44,274,601 

1991 

46,000,000 

1992 

38,000,000 

TOTAL 

202,662,386 

INDIAN 

HOUSING  AUTHORITIES  USING  SECTION  8  CERTIFICATES  AND 
VOUCHERS  AS  OF  FISCAL  1992 

STATE 

HOUSING  AUTHORITY 

NUMBER  OF 
CERTIFICATES 

NUMBER  OF 
VOUCHERS 

Alaska 

Kodiak  Island 

50 

Arizona 

Nava j  o 

50 

Minnesota 

White  Earth 

25 

Montana 

Blackfeet 

70 

Salish  and  Kootenai 

50 

North 
Carolina 

Qualla 

70 

Nevada 

Pyramid  Lake 

50 

New  York 

Akwesasne 

25 

Oklahoma 

Cherokee  Nation 

809 

126 

Chickasaw 

685 

143 

Choctaw  Nation 

313 

86 

Seminole 

24 

50 

Seneca -Cayuga 

20 

10 

Delaware 

10 

Washington 

Cascade  Inter -Tribal 

138 

Wisconsin 

Menominee 

25 

1861 

958 

TOTAL 
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Mr.  Lewis.  Do  these  programs  fall  under  the  traditional  over- 
sight of  the  IG? 

Mr.  Janis.  Absolutely.  Over  the  years  there  have  been  some 
problems  that  the  IG  h£is  pointed  out  which  I  think  the  Depart- 
ment has  had  some  success  in  resolving. 

Mr.  Lewis.  Thank  you. 

FOSTER  CHILD  CARE 

Mr.  Stokes.  A  total  of  $77.4  million  is  requested  to  provide  for 
2,202  units  in  the  Foster  Care  Child  Program.  A  similar  amount 
was  provided  for  this  program  in  1993. 

What  is  the  demand  for  this  program?  As  I  recall,  at  one  time, 
consideration  was  given  to  making  this  an  entitlement  program. 

Mr.  Janis.  Mr.  Chairman,  I  really  don't  have  a  ready  answer  for 
what  the  demand  is  for  the  program.  Let  me  get  a  response  back 
for  the  record  on  that.  We  have  not  yet  had  a  NOFA  out  on  that 
program,  so  it  is  a  little  hard  for  me  to  judge  exactly  what  the 
demand  for  that  is. 

[The  information  follows:] 

Demand  for  Foster  Child  Care  for  1994 

In  fiscal  year  1993,  the  Department  published  a  Notice  of  Fund  Availability  for 
Public  Housing  Agencies  (PHAs)  in  eleven  States.  The  Department  received  applica- 
tions from  PHAs  to  use  up  the  $47.6  million  budgeted  which  will  provide  assistance 
for  almost  1,300  families. 

Additional  data  provided  by  the  Department  of  Health  and  Human  Services 
shown  that  the  number  of  children  in  AFDC  foster  care  is  203,000.  It  should  be 
noted  also  that  almost  half  of  the  children  in  foster  care  are  from  the  States  of  Cali- 
fornia and  New  York. 

FEMA  TRANSFER 

Mr.  Stokes.  The  Dire  Emergency  Supplemental  Appropriations 
Act  of  1992  permitted  the  transfer  of  up  to  $183  million  to  the 
annual  contributions  account  from  FEMA's  disaster  relief  account 
to  be  used  for  voucher  assistance  for  victims  of  Hurricane  Andrew, 
Hurricane  Iniki,  and  Typhoon  Omar.  In  addition,  $100  million  was 
made  available  for  public  housing  development,  modernization  or 
acquisition. 

Why  has  only  $32  million  for  vouchers  been  transferred?  I 
thought  there  was  a  tremendous  need  for  housing  assistance,  espe- 
cially in  south  Florida. 

Mr.  Janis.  To  fulfill  demand  for  the  2-year  vouchers  under  the 
Dire  Supplemental,  we  draw  the  funds  from  FEMA  on  an  emergen- 
cy basis.  Our  latest  information  is  that  the  need  for  these  2-year 
vouchers  is  not  as  great  as  originally  anticipated.  Funding  is  being 
provided  in  anticipation  of  the  expected  need  for  those  2-year 
vouchers. 

Mr.  Stokes.  Why  has  the  department  proposed  to  transfer  the 
$100  million  provided  for  public  housing  to  the  HOME  program, 
$60  million,  and  to  CDBG,  $40  million?  The  $100  million  was  to 
provide  a  variety  of  options,  in  addition  to  the  $183  million  that 
was  provided  for  vouchers  and  the  $60  million  that  was  provided 
for  the  HOME  program.  The  funds  were  to  be  used  to  cover 
damage  costs  to  public  housing  that  were  not  covered  by  insurance 
and  to  provide  for  new  additional  units. 


77 

Mr.  Janis.  The  modernization  needs  can  and  will  be  funded  out 
of  the  modernization  funding  account  for  emergencies  and  disas- 
ters. There  is  $75  million  available  for  emergencies  this  year  under 
that  account. 

We  expect  to  provide  funds  from  that  account  precisely  to  handle 
that.  So  those  emergency  needs  are  taken  care  of.  These  modern- 
ization funds  are  needed  when  losses  are  not  provided  by  insurance 
proceeds.  In  terms  of  whether  it  should  go  into  new  development  or 
HOME,  under  the  HOME  program,  the  county  has  much  more 
flexibility  in  designing  the  program  that  can  best  provide  housing 
development  resources  that  meet  the  needs  of  the  south  Florida 
community. 

That  is  a  situation  where  I  believe  there  is  a  need  for  providing 
opportunities  perhaps  faster  than  could  be  provided  under  the  tra- 
ditional public  housing  program,  by  providing  a  lot  more  alterna- 
tives to  the  local  jurisdiction  for  housing  development. 

Mr.  Stokes.  So  you  believe  this  is  preferable  even  though  the 
HOME  program  does  not  have  a  track  record? 

Mr.  Janis.  I  believe  that  the  Department  is  committed  to  make 
the  HOME  program  work. 

Mr.  Stokes.  On  page  D-18  of  the  justifications,  the  indication  is 
that  the  average  incremental  voucher  unit  cost  in  1992  was  $8,490. 
This  compares  to  last  year's  estimate  of  $6,220.  Why  has  the  average 
voucher  unit  cost  in  1992  exceeded  the  estimate  by  over  $2,000? 

I  notice  the  average  cost  estimate  goes  down  to  $6,716  in  1993. 

Mr.  Persil.  It  is  an  accounting  aberration.  We  don't  think  the 
$8,000  reported  in  1992  really  reflects  the  real  cost.  We  think  there 
might  be  a  disconnect  between  the  accounting  system  reports  and 
the  number  of  units  reported  out  there.  We  use  the  $8,000  figure 
because  it  is  an  official  accounting  figure,  but  we  don't  believe  it 
represents  the  true  costs. 

elderly  and  disabled  units 

Mr.  Stokes.  The  budget  requests  $840  million  for  6,400  elderly 
and  disabled  units  in  1994.  That  is  a  decrease  of  $485  million  and 
approximately  4,000  units  below  the  1993  level. 

Tell  us  why  we  have  such  a  big  reduction  in  the  elderly  and  dis- 
abled program  in  1994. 

Mr.  ScHOENBERGER.  I  think  I  would  echo  what  the  Secretary  al- 
ready said.  It  was  a  difficult  budget  choice.  There  is  no  other 
reason.  We  considered  the  202  program,  in  particular,  to  be  a  very 
successful  subsidized  housing  program,  perhaps  the  most  successful 
subsidized  housing  program  we  have.  A  difficult  budget  choice  I 
think  was  to  put  less  money  into  new  units  and  take  care  of  more 
of  what  we  already  had.  There  is  no  other  explanation. 

Mr.  Stokes.  The  budget  requests  $26  million  for  approximately 
1,000  loan  management  units  in  1994.  Last  year,  $202  million  was 
provided  for  approximately  8,400  units.  Why  has  the  request  for 
loan  management  units  in  1994  been  reduced  so  much? 

Mr.  Schoenberger.  There  is  a  similar  explanation  for  that.  It  is 
a  difficult  budget  year  and  we  adjusted  the  dollars  for  loan  man- 
agement set-aside.  You  will  also  note  that  the  flexible  subsidy  ac- 
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count  is  aimed  at  putting  more  money  into  the  projects  to  improve 
the  physical  condition  of  those  projects. 

You  will  see  that  we  are  up  to  about  $156  million  in  flexible  sub- 
sidy account  in  1994  and  $200  million  in  the  out-years.  That  is  a 
jump  in  the  out-years.  The  set-aside  subsidy  has  the  same  purpose. 
Again,  it  is  a  difficult  budget  choice.  We  had  a  study  in-house  from 
PD&R  showing  needs  of  the  assisted  stock  of  $1.2  billion  to  $1.3  bil- 
lion. We  felt  we  should  increase  flexible  subsidy  much  more  and 
make  a  dent  in  that  particular  problem. 

Mr.  Stokes.  Is  this  request  reflective  of  the  need  or  reflective  of 
the  budgetary  constraints? 

Mr.  ScHOENBERGER.  I  would  Say  primarily  budget  driven. 

COMBINING  SECTION  8  CERTIFICATES  AND  VOUCHERS 

Mr.  Stokes.  The  budget  proposes  to  combine  the  Section  8  certifi- 
cate and  voucher  programs.  While  the  certificate  and  voucher  pro- 
grams have  been  made  as  similar  as  possible,  there  are  still  differ- 
ences. 

Who  will  decide  if  the  rental  housing  assistance  in  1994  will  take 
the  form  of  a  certificate  or  a  voucher?  The  local  housing  authority? 

Mr.  Janis.  Mr.  Chairman,  under  the  proposed  combined  regula- 
tion that  is  out  for  comment,  we  have  been  and  will  continue  to 
meet  with  interest  groups.  Under  that  regulation,  administratively 
similar  provisions  will  be  combined,  but  the  basic  legislative  intent 
of  the  programs  will  not  change.  The  housing  agency  will  still  be  in 
the  driver's  seat  in  terms  of  the  certificate  and  vouchers.  Adminis- 
tratively, as  I  said,  this  proposed  combined  regulation  conforms  the 
administrative  procedures  of  the  programs  as  much  as  possible 
without  violating  statutory  intent. 

Mr.  Stokes.  The  Congress  provides  funds  for  certificates  and 
vouchers.  The  mix  in  the  number  of  bedrooms  is  an  administrative 
decision.  Who  determines  how  many  one,  two,  and  three-bedroom 
units  is  provided  by  a  local  housing  authority?  Is  that  a  decision  by 
HUD  or  the  local  housing  authority? 

Mr.  Janis.  That  is  done  by  a  local  housing  agency. 

RURAL  AREAS 

Mr.  Stokes.  The  subcommittee  has  heard  a  concern  that  in  rural 
areas  and  small  cities  there  needs  to  be  better  coordination  service 
between  HUD  and  the  Farmers  Home  Administration.  In  Atchin- 
son,  Kansas  we  heard  that  the  Farmers  Home  Administration 
planned  to  develop  35  elderly  units.  The  problem  was  that  the 
PHA  had  two  elderly  projects  and  no  real  waiting  list  for  elderly 
units.  It  did,  however,  have  a  waiting  list  for  non-elderly  single  and 
family  units.  The  concern  was  that  a  new  FmHA  elderly  project 
would  draw  away  from  the  elderly  public  housing  projects.  Do 
HUD  and  the  FmHA  have  a  policy  of  coordinating  projects  in  rural 
areas  and  small  cities?  If  not,  why? 

Mr.  Janis.  Yes,  Mr.  Chairman.  There  is  a  policy  where  both 
HUD  and  FmHA  will  have  an  opportunity  to  review  development 
proposals  in  one  another's  program.  Neither  of  the  agencies  has  a 
veto  power  over  the  proposal,  but  there  is  the  opportunity  to  be  in- 
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formed  and  the  opportunity  to  make  comments  regarding  the 
placement  of  those  developments.  I  very  much  share  that  concern. 

I  am  specifically  taking  a  look  at  the  project  that  you  mentioned 
in  Kansas.  The  intent  of  the  Interagency  Coordinator  procedure 
was  to  lessen  the  situation  that  you  just  mentioned. 

Mr.  Stokes.  The  1992  Appropriations  Act  provided  $25  million 
for  risk  assessment  in  public  housing.  Has  all  that  money  been  ob- 
ligated? 

Mr.  Janis.  No,  it  has  not.  Because  of  the  demands  of  the  initial 
NOFA  for  the  full  $25  million,  we  have  issued  another  NOFA  to 
put  the  additional  money  out  on  lead-based  paint  risk  assessment. 

Mr.  Stokes.  How  much  of  the  $25  million  remains  unobligated? 

Mr.  Janis.  About  $14  million. 

Mr.  Stokes.  When  does  HUD  plan  to  advertise  for  the  remaining 
funds? 

Mr.  Janis.  The  NOFA  has  been  issued  and  the  applications  are 
due  June  15  for  the  remaining  money. 

Mr.  Stokes.  The  committee  is  adjourned  until  10  a.m.  tomorrow 
morning. 
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Tuesday,  April  27,  1993. 

Mr.  Stokes.  The  committee  will  come  to  order. 

The  1992  Housing  Authorization  Act  earmarked  $3  million  of  the 
$100  million  appropriated  in  1993  for  lead-based  paint  abatement 
grants  for  technical  assistance  and  capacity  building.  I  understand, 
of  course,  that  EPA  has  primary  responsibility  in  this  area.  Is  that 
agreed? 

Mr.  ScHOENBERGER.  Yes,  that  is  correct,  Mr.  Chairman. 

Mr.  Stokes.  Does  HUD  intend  to  transfer  the  $3  million  to  EPA 
to  make  the  grants  to  States? 

Mr.  ScHOENBERGER.  I  don't  have  an  answer  for  that,  Mr.  Chair- 
man. There  is  an  Office  of  Lead-based  Paint  in  HUD,  and  I  don't 
know  if  you  have  them  on  your  agenda  for  later  in  the  hearings 
and  we  will  provide  that  information  for  the  Record. 

[The  information  follows:] 

Lead-Based  Paint  Technical  Assistance  Funding 

For  fiscal  year  1993,  HUD  is  in  the  process  of  issuing  a  NOFA  under  Section  1011 
of  Title  X  of  the  Housing  and  Community  Development  Act  of  1992  (P.L.  102-550). 
That  NOFA  jointly  covers  the  $90  million  appropriation  for  grants  to  States  and 
local  governments  for  lead  abatement  for  low-  and  moderate-income  families  [Sec- 
tion 1011(a)],  and  the  $3  million  [Section  1011(g)(2)]  for  technical  assistance  and  ca- 
pacity building  for  States  to  implement  Certification  Programs. 

The  segment  of  fiscal  year  1993  NOFA  for  the  $3  million  was  developed  in  close 
consultation  with  EPA,  and  they  will  also  have  a  strong  role  in  the  review  of  the 
applications  for  funding. 

For  fiscal  year  1994,  HUD's  Budget  request  defers  to  EPA  on  the  $3  million  au- 
thorized for  Section  1011(g)(2).  HUD  seeks  no  funding  for  this  activity,  on  the  under- 
standing that  EPA's  budget  proposes  $10  million  for  the  activity.  EPA  is  authorized 
to  make  grants  to  States  under  Section  404(g)  of  the  Toxic  Substances  Control  Act, 
as  amended  by  Title  X  of  the  HCD  Act  of  1992. 

HUD  fully  agrees  EPA  has  the  primary  responsibility  for  State  Certification  Pro- 
grams. That  is  why  HUD  cooperated  closely  on  fiscal  year  1993  funding  and  de- 
ferred on  fiscal  year  1994  funding.  However,  HUD  also  has  an  interest  in  EPA's  exe- 
cution of  the  State  Certification  Program,  because  the  release  of  the  bulk  of  HUD's 
abatement  grant  funds  is  dependent  on  timely  State  establishment  of  these  pro- 
grams. 

MIXED  INCOME  IN  PROJECTS 

Mr.  Stokes.  We  will  defer  that  until  later. 

The  National  Affordable  Housing  Act  of  1990  took  a  small  step 
towards  stabilizing  public  housing  communities  by  permitting  a 
broad  range  of  eligible  low-income  persons  to  get  first  chance  at 
moving  into  public  housing  and  Section  8  projects.  The  Federal 
preference  exception  was  increased  to  30  percent.  The  1992  Hous- 
ing Act  increased  that  exception  to  50  percent. 

Does  the  Department  believe  that  this  preference  exception  pro- 
vision is  important  in  stabilizing  public  housing? 

Mr.  Janis.  Mr.  Chairman,  it  does.  We  very  much  support  the 
notion  of  providing  opportunities  for  mixed  income  individuals  in 
low-income  public  housing  developments.  We  think  the  50  percent 
is  important. 

Secretary  Cisneros.  Mr.  Chairman,  I  might  add  on  that,  if  I  may. 

Mr.  Stokes.  Sure,  Mr.  Secretary. 

Secretary  Cisneros.  All  of  the  evidence  that  I  have  seen  on  how 
you  can  create  the  best,  most  stable  environments  in  public  hous- 
ing is  to  encourage  some  level  of  income  mix.  The  fact  is,  everyone 
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who  is  eligible  is  poor,  so  we  are  choosing  within  categories  of 
people  who  are  already  poor,  and  it  is  a  hard  set  of  choices  to  have 
to  make. 

But  the  strategy  of  picking  only  the  very  poorest  results  in  com- 
binations of  people  where  there  are  no  role  models  and  no  one  who 
may  have  brought  some  work  experience  to  the  community  mix, 
and  there  we  find  we  have  the  very  toughest  situations.  So  we  feel 
strongly  and,  in  fact,  want  to  continue  to  think  about  how  to 
achieve  some  level  of  mixes  of  experiences  and  incomes  and  so 
forth  in  order  to  create  the  most  stable  possible  environment.  This 
is  a  very  important  point,  I  think. 

Mr.  Lewis.  Mr.  Chairman,  if  you  would  agree  on  that  point. 

Mr.  Stokes.  Mr.  Lewis,  sure. 

Mr.  Lewis.  I  think  it  is  a  very  important  point  as  well,  Mr.  Secre- 
tary. I  would  very  much  appreciate  your  including  in  the  record  in- 
formation that  will  allow  me  to  get  a  handle  on  how  you  interpret 
it  and  how  you  are  reacting  to  the  directions  of  the  Housing  Act  of 
1990  as  well  1992  as  it  relates  to  eligibility  and  that  desire  to  move 
towards  a  mix  of  backgrounds  as  well  as  serving  primarily  the 
needs  of  the  poor. 

Secretary  Cisneros.  We  will  get  you  that  for  the  record. 

[The  information  follows:] 

Income  Mix  and  Federal  Preferences 

HUD  believes  that  regulations  implementing  the  1990  National  Affordable  Hous- 
ing Act  and  the  1992  Housing  and  Community  Development  Act  will  give  housing 
agencies  (HA)  the  discretion  they  need  to  operate  a  more  successful  public  housing 
program.  An  HA  will  still  be  required  to  give  a  priority  to  families  with  a  Federal 
Preference  in  at  least  half  of  its  admissions.  This  will  assure  that  many  of  the  need- 
iest families  are  assisted.  At  the  same  time,  an  HA  will  have  discretion,  after  a 
public  hearing,  to  give  a  priority  to  families  with  a  Local  Preference  based  on 
income  level.  It  is  HUD's  position  that  serving  the  neediest  families  while  obtaining 
a  social  and  economic  mix  are  worthwhile  and  obtainable  objectives  for  the  public 
housing  program. 

Secretary  Cisneros.  Let  me  just  say  also — and  I  hate  to  expand 
on  these  points  because  I  know  time  is  short  and  you  have  things 
you  want  to  move  through — everyone  I  have  talked  to  has  singled 
out  the  New  York  Public  Housing  Authority  traditionally  as  one  of 
the  strongest  ones.  It  is  accepted  in  the  business  that  it  is  one  of 
the  strongest. 

Apparently,  they  have  had  for  years  a  policy  of  income  mix,  and 
many  people  believe  that  is  part  of  the  reason  why  it  has  played 
the  special  role  that  it  has  played  in  terms  of  its  strength,  stable 
ability.  So  I  think  this  is  a  very  important  direction. 

Unfortunately,  it  poses  the  most  difficult  kind  of  dilemmas.  All 
the  people  we  are  choosing  are  by  definition,  poor,  and  so  we  end 
up  choosing,  without  enough  resources,  from  among  a  large 
number  of  poor  people  for  a  few  slots. 

Mr.  Stokes.  When  is  HUD  going  to  issue  this  preference  excep- 
tion rule? 

Mr.  Janis.  I  will  provide  that  for  the  record. 

Mr.  Stokes.  All  right. 

[The  information  follows:] 
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Plans  for  Issuing  the  Preference  Rule 

HUD  expects  to  issue  a  proposed  rule  in  July  1993  and  a  final  rule  in  December 
1993.  The  rule  will  revise  the  tenant  selection  preference  provisions  in  regulations 
governing  several  assisted  housing  programs,  including  public  housing.  It  will 
permit  housing  agencies  and  owners  to  admit  a  greater  number  of  families  that  do 
not  qualify  for  a  federal  selection  preference.  It  will  also  require  housing  agencies  to 
hold  public  hearings  prior  to  adopting  local  selection  preferences. 

STEP-UP  PROGRAM 

Mr.  Stokes.  I  have  heard  of  a  new  STEP-UP  program  with  the 
Labor  Department,  HUD  and  NAHRO.  It  is  a  pre-apprenticeship 
program  to  train  pubUc  housing  residents  in  the  construction 
trades  in  the  course  of  the  public  housing  modernization  program. 

In  fact,  I  have  seen  this  in  Cleveland,  and  I  have  seen  how  it 
works.  And  I  have  seen,  in  fact,  how  very  pleased  residents  are  to 
be  involved  in  this  type  of  process.  And  it  actually  works. 

Tell  us,  how  many  local  housing  authorities  are  currently  partici- 
pating in  this  program? 

Mr.  Janis.  Mr.  Chairman,  I  will  provide  that  for  the  record.  I 
don't  have  a  count. 

I  have  the  same  anecdotal  feedback  that  you  have  just  men- 
tioned in  Cleveland.  It  is  working  extremely  well  in  the  places  that 
I  have  heard.  There  is  a  lot  of  excitement,  and  we  have  plans  in 
partnering  with  the  Department  of  Labor  on  the  Summer  Jobs  Pro- 
gram. We  would  look  at  that  program  as  a  component  to  encourage 
more  STEP-UP  involvement,  leading  from  the  summer  youth  em- 
ployment to  considering  the  possibilities  of  further  STEP-UP. 

Mr.  Stokes.  If  you  will  provide  us,  then,  for  the  record  how  many 
HUD  housing  residents  are  enrolled  in  the  program  and  how  many 
local  housing  authorities  and  residents  that  you  anticipate  will  be 
involved  in  a  STEP-UP  program  by  the  end  of  this  fiscal  year. 

Mr.  Janis.  Yes,  sir. 

Mr.  Stokes.  All  of  that  would  be  helpful  to  us. 

[The  information  follows:] 

Step-Up 

At  present,  the  only  Step-Up  program  underway  is  in  Chicago  where  approxi- 
mately 300  residents  are  employed  as  Step-Up  apprentices.  Step-up  programs  are  in 
various  stage  of  development  in  more  than  30  other  cities.  We  expect  that  10  of 
these  programs  could  be  approved  and  reach  implementation  before  the  end  of  this 
fiscal  year.  (The  number  of  residents  that  would  be  employed  as  Step-up  apprentices 
in  these  new  programs  cannot  be  projected  at  this  time.) 

HOUSING  MANAGEMENT  ASSESSMENT  PROGRAM 

Mr.  Stokes.  After  considerable  effort,  it  appears  the  HUD  Hous- 
ing Management  Assessment  Program  is  finally  on  track.  Does  the 
Department  anticipate  providing  some  form  of  regulatory  relief  for 
housing  authorities  which  score  well  under  PHMAP? 

Mr.  Janis.  We  do,  Mr.  Chairman.  Under  the  Secretary's  leader- 
ship we  are  reinventing  HUD.  This  effort  will  contain  components 
of  public  housing  reform  and  really  reinventing  HUD  housing.  As 
part  of  our  reinventing  effort,  we  are  looking  at  very  specific  relief 
for  well-performing  housing  agencies.  We  would  remove  from  them 
the  paperwork  burdens  and  unnecessary  reporting  requirements. 
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We  are  also  looking  at  relief  for  average  performing  housing  agen- 
cies as  well. 

We  are,  in  effect,  going  to  scrub  all  of  our  handbook  require- 
ments eventually,  starting  with  the  most  onerous  and  the  most 
time-consuming.  We  will  get  to  the  point  where  we  have  housing 
agencies  reporting  to  us  only  on  essential  information  and  we 
would  not  burden  the  housing  agency  with  a  lot  of  extra  reporting 
requirements. 

LEAD-BASED  PAINT  INSURANCE 

Mr.  Stokes.  I  have  been  deeply  concerned  about  some  of  the  un- 
healthy type  conditions  that  many  minority  persons  have  been 
forced  to  live  under.  Lead-based  paint  conditions  are  not  as  bad  in 
HUD  housing  perhaps  as  in  private,  low-rent  and  assisted  housing. 
There  are,  nonetheless,  up  to  800,000  pre-1978  HUD  housing  family 
units  that  could  have  lead.  Abating  that  lead  is  a  serious  matter  of 
environmental  equity.  / 

The  1992  Appropriations  Act  authorized  PHAs  to  purchase  liabil- 
ity insurance  covering  themselves,  their  contractors,  architects  and 
engineers  against  the  risk  from  lead-based  paint  testing  and  abate- 
ment. And  that  authorization  to  the  PHAs  was  coupled  with  the 
exception  that  the  Department  would  adopt  regulations  specifying 
the  nature  and  quality  of  insurance  covering  the  potential  personal 
injury,  liability  exposure  of  the  public  housing  authorities  and 
Indian  housing  authorities  and  their  contractors,  including  archi- 
tectural and  engineering  services. 

We  are  now  concerned  by  a  proposed  rule  being  circulated  in  the 
Department  which  directs  PHAs  not  to  acquire  their  own  insur- 
ance directly  for  testing  and  abatement  of  lead  but  instead  to  re- 
quire their  contractors  to  acquire  such  insurance,  designating  the 
PHA  as  a  named  insured. 

We  are  advised  that  such  coverage  is  still  not  generally  available 
to  contractors,  architects  and  engineers  involved  in  lead-based 
paint  testing  and  abatement,  and,  therefore,  the  Department  is 
going  to  again  jeopardize  progress  in  the  modernization  of  lead- 
based  paint  abatement  efforts. 

I  know  this  has  been  a  long  thing,  but  we  had  to  try  to  set  it  into 
the  record  appropriately. 

Would  you  agree  that,  given  HUD's  background,  no  proposed 
rule  should  be  issued  until  there  has  been  a  thorough  review  of 
this  matter  by  your  office? 

Mr.  Janis.  Mr.  Chairman,  given  what  you  have  mentioned,  we 
will  go  back  and  look  at  the  issue  again.  It  is  an  issue  that  con- 
cerns us  as  well  as  the  Committee. 

We  have  had  as  the  Committee  is  aware,  a  blanket  lead-based 
paint  insurance  policy  in  effect  that  would  cover  the  testing  and 
abatement  occurrence  reasons.  We  have  had  no  claims  under  that 
policy,  and  there  is,  I  think,  almost  unanimous  consent  that  the 
Department  not  continue  the  master  policy  because  it  really 
doesn't  get  at  the  major  lead-based  paint  liability  issues.  Our  un- 
derstanding is  that  more  insurance  companies  are  willing  to  insure 
for  lead-based  paint  occurrences  of  lead  poisoning  for  testing  and 
abatement. 
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Given  what  you  have  said,  I  will  go  back  and  reconfirm  whether 
or  not  indeed  that  is  the  situation.  In  that  proposed  notice,  we  do 
not  prohibit  an  agency  from  purchasing  lead-based  paint  liability 
insurance  on  its  own  for  testing  and  abatement  nor  do  we  prohibit 
a  housing  agency  from  purchasing  general  liability  insurance  for 
the  occurrence  of  poisoning.  As  I  understand  it,  there  are  very, 
very  few  companies  that  are  willing  to  issue  that  type  of  insurance. 

Mr.  Stokes.  We  appreciate  your  reviewing  that  matter  for  us. 

MODERNIZATION  BACKLOG 

The  Commission  on  Severely  Distressed  Public  Housing  conclud- 
ed that  the  backlog  of  modernization  needs  in  public  housing  was 
approximately  $27  billion,  exclusive  of  funds  for  lead-based  paint 
abatement  and  for  handicapped  accessibility.  The  Commission  con- 
cluded that  an  annual  appropriation  of  $4.7  billion  is  required  to 
meet  annual  wear  and  tear  and  eliminate  the  backlog  in  this 
decade.  Are  budgetary  constraints  the  reason  your  1994  moderniza- 
tion request  is  not  closer  to  $4.7  billion? 

Mr.  Janis.  Yes,  Mr.  Chairman.  We  recognize  the  need  for  mod- 
ernization funding.  We  do  have  the  Urban  Revitalization  Demon- 
stration Program  this  year,  and  the  Department  has  proposed  an 
increase  of  that  appropriation  for  fiscal  year  1994  to  try  to  deal 
with  the  worst  developments  that  the  Severely  Distressed  Public 
Housing  Commission  report  addressed. 

Mr.  Stokes.  What  does  HUD  estimate  to  be  the  annual  cost  of 
just  maintaining  the  existing  public  housing  stock? 

Mr.  Janis.  The  projected  accrual  need  for  modernization  is  $1.8 
billion  each  year.  We  estimate  that  by  the  end  of  1993,  exclusive  of 
that  accrual,  our  backlog  of  modernization  needs,  which  includes 
lead-based  paint  requirements  would  be  $16.65  billion. 

Mr.  Stokes.  $16.65  billion? 

Mr.  Janis.  Yes. 

Mr.  Stokes.  Mr.  Secretary,  would  it  be  the  intention  to  increase 
your  modernization  request  in  1995? 

Secretary  Cisneros.  Yes  sir,  I  believe  so. 

Mr.  Lewis.  Mr.  Chairman,  on  that  subject  could  I  ask  a  couple  of 
questions? 

Mr.  Stokes.  Mr.  Lewis,  sure. 

Mr.  Lewis.  Mr.  Secretary,  could  you  estimate  how  many  of  the 
country's  public  housing  authorities  are  currently  designated  as 
troubled  by  HUD  because  of  a  large  number  of  boarded-up  units  or 
failure  to  commit  modernization  and  renovation  monies? 

Secretary  Cisneros.  It  is  a  formula,  Congressman,  that  is  utilized 
that  includes  all  of  those  elements.  It  is  a  formula  that  describes 
the  general  status  on  vacancy  rates,  on  failure  to  move  moderniza- 
tion funds,  management  conditions,  generally  tries  to  take  into  ac- 
count what  would  define  a  housing 

Mr.  Lewis.  My  information  uses  a  number  for  fiscal  year  1993  of 
24  PHAs  out  of  28. 

Mr.  Janis.  We  have  a  revision.  The  23  figure  was  based  on  large 
housing  agencies.  If  you  look  at  all  size  housing  agencies,  there  are 
62  that  are  troubled  and/or  mod  troubled.  Fifty  are  troubled,  and 
34  of  those  are  troubled  only,  and  16  of  these  are  both  troubled  and 
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mod  troubled.  There  are  an  additional  12  that  are  mod  troubled 
only. 

Mr.  Lewis.  Would  you  supplement  that  for  the  record  so  that  I 
have  an  idea  what  that  means  in  terms  of  actual  numbers  of  living 
units  that  are  affected? 

Mr.  Janis.  I  can  give  it  to  you.  The  50  PHAs  that  are  troubled 
include  265,061  units.  The  12  PHAs  that  are  mod  troubled  only  are 
7,212  units. 

Secretary  Cisneros.  That  doesn't  suggest  that  every  single  unit  is 
troubled  of  those.  It  means  that 

Mr.  Lewis.  Correct.  But  it  does  reflect  an  environment  that  is  of 
concern  to  us. 

Secretary  Cisneros.  Right.  I  think  the  numbers  I  have  seen  sug- 
gests that  that  represents  about  20  percent  or  so  of  the  total  hous- 
ing stock  in  troubled,  is  that  about  right? 

Mr.  Janis.  Yes. 

Secretary  Cisneros.  20  percent-ish. 

Mr.  Janis.  If  you  look  at  the  50  that  are  troubled  of  the  very 
large  public  housing  agencies  of  6,600  units  and  over,  there  are  12 
agencies  that  are  so  classified.  That  accounts  for  over  220,000  units. 
So  it  does  narrow  down  into  a  few  of  the  larger  agencies. 

D.C.  HOUSING  AUTHORITY 

Mr.  Lewis.  Continuing  on  those  lines,  is  the  Ellen  Wilson 
Project,  just  six  blocks  from  here,  the  type  of  facility  you  would 
consider  demolishing  or  replacing? 

Mr.  Janis.  The  decision  on  whether  to  demolish  or  replace  is  a 
decision  that  I  really  feel  needs  to  be  made  at  the  local  level, 
rather  than  at  the  Federal  level. 

Mr.  Lewis.  This  is  pretty  local  to  us,  you  know. 

Mr.  Janis.  I  think  we  do  have  to  have  an  environment,  however, 
that  gives  a  local  a  community  a  range  of  options  so  that  it  can 
make  decisions  that  are  appropriate  for  that  property.  If  the  deci- 
sion would  be  to  demolish  and  disp>ose  of  a  property,  I  think  it 
should  have  a  level  plajdng  field  to  do  that. 

Mr.  Lewis.  You  heard  the  thrust  of  my  question.  A  very  specific 
location  here  at  the  local  level  where  HUD's  home  officers  make 
decisions,  but  I  would  like  to  know  what  the  answer  is  some  time 
over  the  next  year,  between  now  and  the  time  you  come  back. 

Mr.  Janis.  There  is  no  argument  that  the  DC  agency  needs  to 
make  a  decision  regarding  Ellen  Wilson  and  other  distressed  prop- 
erties. 

Mr.  Lewis.  There  are  several  of  us  who  are  concerned  about 
many  human  services  in  DC  that  are  not  well-attended  to,  this 
being  one  of  them.  Does  the  District  government  still  have  unspent 
comprehensive  improvement  assistance  money  from  prior  years 
which  could  restore  a  housing  project  like  this? 

Mr.  Janis.  I  do  not  have  an  exact  figure  which  I  can  provide  for 
the  record.  My  understanding  is  that  the  DC  department  does 
have  that. 

Mr.  Lewis.  Would  you  help  me  investigate  that  as  well  as  for  the 
record. 

[The  information  follows:] 
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Unexpended  Modernization  Funds  in  the  District  of  Columbia 

Of  the  $212  million  of  modernization  funding  reserved  for  the  District  of  Colum- 
bia, $139.3  million  has  been  obligated  and  $121.2  million  has  actually  been  spent. 
This  leaves  a  balance  of  $72.7  million  of  unobligated  and/or  undisbursed  obligations. 

Secretary  Cisneros.  May  I  add  a  word,  Mr.  Chairman? 

Mr.  Stokes.  Sure. 

Secretary  Cisneros.  We  understand  the  conditions  in  the  DC 
PubHc  Housing  Authority,  as  well  as  the  high  visibility  it  has  be- 
cause it  is  in  the  Nation's  capital  and  because  it  is,  in  some  sense,  a 
kind  of  laboratory  sitting  there.  And,  if  it  is  in  trouble,  then  it  is 
very  possible  that  Congresspersons  from  around  the  country  may 
look  at  that  and  say  that  is  indicative  of  public  housing  every- 
where, and  if  we  can't  do  it  in  the  Nation's  capital — right  here  in 
our  own  backyard — how  can  you  do  it  anywhere  else? 

In  light  of  that,  we  are  going  to  make  a  real  effort  to  prioritize 
and  target  two  aspects  of  DC  local  government  that  relate  to  HUD. 

One  is  homelessness.  We  have  announced,  and  will  be  expanding 
on  that  announcement  in  upcoming  weeks,  a  HUD/District  of  Co- 
lumbia initiative  on  homelessness  to  really  put  some  effort  into 
proving  that  it  can  be  addressed  and  reduced.  The  logic  of  that  is 
that  the  District  of  Columbia  bears  a  disproportionate  burden  of 
homelessness  because  it  is  the  Nation's  capital.  That  is  to  say, 
people  come  here  because  it  is  the  Nation's  capital,  while  they 
wouldn't  have  come  to  a  place  of  700,000  residents  like  the  District 
is  if  it  was  located  in  the  Midwest.  So  we  have  a  special  obligation 
to  help. 

With  respect  to  the  Housing  Authority,  we  feel  for  us  to  make 
credible  the  kinds  of  changes  we  can  make  in  public  housing  across 
the  country  we  must  make  a  positive  example  of  the  DC  Authority, 
and  we  will  be  initiating  a  special  relationship  with  DC  on  this 
housing. 

Mr.  Lewis.  Exactly,  Mr.  Secretary. 

Another  revenue— Julian  Dixon  and  I  are  interested  in  a  project 
that  would  help  D.C.  become  a  model  relative  to  the  educational 
systems  impact  upon  children  who  happen  to  come  from  minority- 
impacted  communities  or  school  areas.  The  same  should  apply  for 
the  housing  system  in  this  community,  and  it  can  be  a  model  and  a 
symbol  as  well. 

I  am  much  less  worried  about  what  visitors  think  when  they  see 
a  housing  unit  that  is  in  disrepair  than  I  am  about  whether  we  are 
delivering  services  effectively  when — after  all,  this  is  the  Nation's 
capital. 

Secretary  Cisneros.  Sure.  We  will  undertake  a  special  HUD  rela- 
tionship with  the  DC  Housing  Authority  for  these  reasons. 

Mr.  Lewis.  Thank  you. 

URBAN  REVITALIZATION  DEMONSTRATION 

Mr.  Stokes.  Mr.  Secretary,  given  that  PHAs  that  have  less  than 
HUD's  promised  60  days  to  prepare  the  applications  in  response  to 
the  revised  NOFA  for  the  urban  revitalization  demonstration, 
would  HUD  allow  PHAs  meeting  the  May  5th  deadline  to  submit 
supplemental  materials  after  that  date  that  would  improve  the 
thoroughness  of  their  applications? 


Mr.  Janis.  Mr.  Chairman,  the  agencies  did  not  have  an  addition- 
al 60  days  after  the  original  NOFA.  We  were  looking  at  what  the 
potential  effect  would  be.  We  haven't  reached  a  final  answer.  But 
the  revised  notice  of  funding  availability  had  about  11  or  12 
changes  in  it,  all  of  which  were  to  simplify  the  original  NOFA.  It 
actually  took  a  lot  off  the  housing  agency's  plate.  We  did  that  in 
responding  to  the  housing  agencies  and  some  of  the  interest  group 
concerns. 

We  don't  feel  that  the  additional  revised  NOFA,  which  extended 
the  time  period  a  month  for  submission,  is  going  to  add  to  the 
housing  agency's  burden.  But,  again,  we  are  still  looking  at  that. 
We  have  not  written  any  kind  of  final  decision  on  that. 

If  it  looks  like  it  will  extend  substantially  the  burden  at  this 
point,  then  we  would  entertain  additional  supplemental  informa- 
tion after  that  time. 

Mr.  Stokes.  We  appreciate  your  revisiting  that  because  one  of 
the  places  that  we  know  would  benefit  would  be  the  District's  Ellen 
Wilson  dwelling  which  was  just  referenced  here  by  Mr.  Lewis.  Also 
the  Metropolitan  Housing  Authority  in  Cleveland  would  be  affected 
by  this. 

Mr.  Janis.  We  will  take  another  look. 

Mr.  Lewis.  Excuse  me,  Mr.  Chairman. 

By  the  way,  I  intend,  as  a  result  of  your  getting  me  involved  in 
this  committee,  to  review  the  housing  authorities  in  my  entire  dis- 
trict. It  is  a  huge  territory.  I  would  like  to  know  what  is  going  on.  I 
am  very  proud  of  what  has  happened  in  my  Housing  Authority  in 
my  hometown,  San  Bernardino,  which  is  not  in  my  district  any 
longer,  but  the  rest  I  don't  know  very  much  about  it.  I  intend  to 
find  out. 

Mr.  Janis.  Mr.  Lewis,  I  will  get  you  a  printout  of  all  of  the  hous- 
ing activity  in  your  district. 

Mr.  Lewis.  The  agency  and  where  it  is  located  would  be  great. 

Mr.  Janis.  Okay. 

income  disallowance  demonstration 

Mr.  Stokes.  The  budget  proposes  language  that  would  provide  for 
an  income  disallowance  program  similar  to  that  authorized  in  Sec- 
tion 3  of  the  United  States  Housing  Act  of  1937  for  residents  of 
public  housing.  Explain  this  proposal  to  the  subcommittee,  please. 

Mr.  Janis.  The  proposal  would  provide  an  18-month  disallowance 
for  earned-income  for  individuals  and  families  who  had  previously 
been  employed  for  the  2  years  prior  to  this  time.  That,  in  essence, 
is  what  the  proposal  is,  to  forego  the  increased  income  from  recent 
employment  for  18  months. 

However,  as  the  Secretary  mentioned  in  opening  remarks,  we  are 
concerned  with  the  30  percent  requirement.  We  are  very,  very  con- 
cerned about  rent  reform  in  larger  terms  and  are  looking  at  pro- 
posals that  are  different  and  go  beyond.  What  is  in  this  proposal  is 
an  18-month  disallowance. 

Mr.  Stokes.  What  do  you  estimate  would  be  the  cost  of  this  dem- 
onstration program? 

Mr.  Janis.  I  think  the  18-month  disallowance  is  $8  million. 
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EXPIRING  SECTION  8  CONTRACTS 


Mr.  Stokes.  You  are  requesting  $5.6  billion  for  the  renewal  of  ex- 
piring Section  8  contracts  in  1994.  In  addition,  you  are  requesting 
an  advance  1995  appropriation  of  $800  million.  Language  is  also 
proposed  which  will  allow  the  transfer  of  funds  from  the  annual 
contributions  account,  at  the  Secretary's  discretion,  in  the  event 
the  1994  appropriation  is  insufficient  to  cover  all  expiring  con- 
tracts. What  do  you  think  would  be  the  chances  of  needing  to  exer- 
cise this  authority? 

Mr.  Janis.  Hopefully,  the  chances  are  not  very  good. 

We  have  worked  very  diligently  over  the  last  year  and  a  half  in 
improving  our  ability  to  estimate  the  tenant-based  renewal  needs. 
We  have  begun  utilizing  the  actual  contract  information  coming 
out  of  our  CFS/TRACS  system.  Until  that  system  is  fully  oper- 
ational, we  will  not  have  100  percent  accuracy  of  our  renewals  esti- 
mates. However,  our  estimate  is  based  within  a  95  percent  proba- 
bility that  our  estimate  is  accurate,  based  upon  statistical  sam- 
pling. 

And,  as  I  say,  we  have  actually  used  two  different  methods  of  es- 
timating our  renewal  needs,  and  both  came  out  at  the  same  level. 
So  our  level  of  confidence  this  year  is  greater,  certainly,  than  it 
was  last  year  and  much  greater  than  the  year  before. 

Mr.  Stokes.  So,  then,  what  you  are  saying  to  us  is  that  the  $5.6 
billion  appropriation  and  the  $720  million  advance  appropriation 
from  last  year  for  contract  renewal  needs  in  fiscal  year  1994  basi- 
cally would  be  it,  right? 

Mr.  Janis.  That  is  our  sincere  hope.  Yes,  sir. 

Mr.  Stokes.  Tell  us  how  much  did  you  request  of  OMB  for  the 
contract  renewal  account  in  1994? 

Mr.  Janis.  It  is  the  number.  There  was  no  difference  between 
what  we  requested  of  OMB  and  what  is  in  the  budget. 

Mr.  Stokes.  Same  number. 

The  justifications  indicate  that,  in  keeping  with  the  Depart- 
ment's policy  of  providing  tenant-based  subsidies  where  possible, 
the  moderate  rehabilitation  contracts  will  be  renewed  with  vouch- 
ers. Up  to  now,  we  have  been  talking  about  renewing  all  expiring 
contracts  in-kind,  with  the  same  type  of  assistance  as  originally 
provided. 

Tell  us,  why  should  moderate  rehabilitation  contracts  be  renewed 
with  vouchers  and  not  certificates? 

Mr.  Janis.  As  you  mentioned  in  the  question,  in  keeping  with  a 
desire  to  continue  a  tenant-based  program,  as  the  moderate  reha- 
bilitation programs  contract  term  for  the  project-based  nature  of 
the  project  expires,  it  was  the  Department's  feeling  that  they 
should  be  renewed  on  a  tenant-based  basis.  That  would  give  the 
residents  of  the  development  an  opportunity  either  to  remain  in 
the  development  or  they  would  have  the  opportunity  to  shop  for 
housing  somewhere  else  in  the  community.  It  would  not  continue 
the  project-based  nature  of  assistance  to  that  development. 

Mr.  Stokes.  Mr.  Secretary,  is  this  administration  committed  to 
renewing  all  expiring  Section  8  contracts  with  five-year  contracts? 

Secretary  Cisneros.  1  think  the  question  is  still  open  as  to  what 
is  the  best  approach,  though,  certainly,  they  would  not  be  any 
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longer  than  5  years.  My  guess  is  5  years  or  some  other  approach 
that  might  work  that  would  prevent  the  kind  of  problem  that  we 
discussed  yesterday,  which  is  the  scoring  of  the  Budget. 

We  have  to  think  about  how  all  of  that  fits  together,  but,  certain- 
ly, we  don't  want  to  repeat  the  last  experience  of  longer  contracts. 

Mr.  Stokes.  The  justifications  also  indicate  that  an  unreserved 
balance  of  $291.8  million  was  carried  over  into  1993.  Why  was 
there  an  unreserved  amount  carried  forward  into  1993?  I  guess 
what  we  are  trying  to  find  out  is  whether  or  not  you  needed  all  of 
the  1992  funds. 

Mr.  Janis.  I  will  provide  an  answer  for  the  record. 

Mr.  Stokes.  All  right. 

[The  information  follows:] 

Unreserved  Balances  (Contract  Renewals) 

The  1992  Supplemental  Appropriations  Act  (P.L.  102-368),  signed  on  September 
23,  1992,  authorized  the  transfer  of  up  to  $407  million  from  the  Annual  Contribu- 
tions for  Assisted  Housing  account  to  the  Contract  Renewal  account.  A  total  of  $230 
million  was  transferred  by  reapportionment  on  September  30,  1992.  Because  of  the 
close  of  the  fiscal  year,  the  reservations  were  not  recorded  on  the  accounting  books 
as  1992  activity.  However,  the  funds  were  assigned  to  the  Field  Offices  and  were 
reserved  and  recorded  on  the  accounting  records  early  in  fiscal  year  1993. 

Mr.  Stokes.  The  long-range  estimates  for  renewal  requirements 
are  staggering — $7.3  billion  in  1995,  $14.4  billion  in  1996,  and  over 
$15  billion  in  1997  and  1998.  Last  year,  there  was  some  discussion 
about  reformulation  to,  in  part,  spread  out  the  future  year  contract 
renewal  costs.  Does  HUD  believe  that  its  accounting  system  will  be 
adequate  to  be  able  to  permit  the  reformulation  of  expiring  Section 
8  contracts  in  fiscal  year  1996? 

Mr.  Janis.  My  opinion  is  that  our  existing  data  is  not  accurate 
enough  to  come  forward  with  a  reformulation  proposal  at  this 
point.  That  is  the  reason  the  Department  did  not  move  forward 
with  the  reformulation  proposal. 

Mr.  Lewis.  Mr.  Chairman? 

Mr.  Stokes.  Mr.  Lewis. 

Mr.  Lewis.  If  I  could  interject  at  that  point,  taking  us  back  to 
)ur  conversation  yesterday. 

It  seems  to  me  that  at  this  very  moment,  in  view  of  the  condition 
)f  the  economy  across  the  country,  people  who  have  been  holders  of 
iuch  contracts  are  facing  the  same  housing  market  that  all  the  rest 
)f  us  face  in  Washington,  D.C.  It  is  flat.  In  California,  it  is  drop- 
)ing. 

I  would  urge  you  to  consider  a  massive  rethinking  of  how  you  ap- 
)roach  those  contracts  and  go  to  people  who  are  holders  of  those 
on  tracts  and  negotiate  last  year  or  lower  contract  amounts.  I 
70uld  bet  you  could  make  a  heck  of  a  buy  over  the  next  couple  of 
ears  if  someone  is  thinking  in  marketplace  terms. 

If  we  use  just  a  standard  formulation  we  will  do  business  as 

sual,  and  if  I  am  a  property  owner  I  am  going  to  up  the  price,  no 

oubt  about  it. 

Secretary  Cisneros.  You  made  a  very  good  point  yesterday,  and, 

s  I  say,  we  will  act  on  that. 

Mr.  Lewis.  We  might  really  surprise  ourselves.  And  our  goal 

ere,  of  course,  is  to  have  money  to  serve  more  people. 
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Mr,  Janis.  We  have  also  rededicated  ourselves,  reinvigorated  our- 
selves under  the  CFS/TRACS  program  and  are  moving  vigorously 
to  get  the  data  that  is  necessary,  accurate  accounting  data  regard- 
ing our  commitments. 

Mr.  Lewis.  Thank  you.  Would  you  let  me  personally  know  what 
proceeds  with  that?  I  may  be  totally  wrong,  but  my  hunch  tells  me 
that  we  might  make  a  big  hit  here. 

Mr.  Janis.  Yes  sir. 

Mr.  Stokes.  I  am  looking  at  your  justification  figures  here.  I  see, 
as  of  1995,  your  budget  authority  will  be  $7.3  billion.  And,  as  of 
1996,  it  doubles.  You  go  to  $14.4  billion.  How  are  you  going  to 
handle  that? 

Mr.  Janis.  The  reason  for  the  jump  is  the  anomaly  of,  simply, 
when  the  contracts  expire.  As  the  Secretary  mentioned  yesterday, 
it  doesn't  reflect  a  difference  in  families  being  served  under  the 
program.  It  reflects  the  anomalies  of  when  the  5-year  or  15-year 
contracts  were  signed  and  when  they  were  expiring. 

The  Secretary  also  mentioned  there  is  a  draft  GAO  study  that  is 
examining  this  issue  and  presenting  recommendations  and  some  al- 
ternatives, one  of  which  I  believe,  by  the  way,  is  leveling.  I  would 
just  reiterate  what  the  Secretary  said,  we  are  working  together  to 
look  at  how  we  might  more  accurately  reflect  the  real  live  condi- 
tion of  this,  that  is  the  same  number  of  families  are  affected.  The 
contract  terms  are  somewhat  a  fabrication  of  the  government  pa- 
perwork process.  I  do  think  we  have  to  come  to  terms  with  that 
and  look  at  something  that  is  responsive  and  creative  and  deals 
with  that  situation. 

Mr.  Stokes.  What  is  that? 

Mr.  Janis.  What  is  the  answer?  I  wish  I  had  an  answer.  I  do  not 
have  an  answer  at  this  point. 

Mr.  Schoenberger.  I  think — if  I  could  add  here  from  the  housing 
side  of  the  fence. 

Mr.  Stokes.  Sure. 

Mr.  Schoenberger.  We  have  some  very  large  numbers  coming 
on  the  housing  side,  starting  in  1995,  jumping  by  a  factor  of  six  or 
seven  times  where  we  are  in  1994.  And  I  think,  once  the  database 
is  fixed  in  terms  of  the  CFS  effort,  if  we  could  find  a  way  to  smooth 
those  numbers — and  it  is  strictly  a  mathematical  thing  to  do — I 
think  we  would  be  supportive  of  doing  that. 

Mr.  Lewis.  Mr.  Chairman? 

Mr.  Stokes.  Mr.  Lewis. 

Mr.  Lewis.  It  is  really  important  that  we  have  a  sense  of  the 
House  as  it  reflects  the  mood  of  the  public.  I  can  see  those  amend- 
ments in  the  past  that  were  rejected  easily  that  said  this  budget 
will  only  expand  by  a  percentage  of  inflation,  just  coming  down  in 
spades  in  these  programs  that  are  very,  very  important.  Unless  we 
really  project  that  and  try  to  deal  with  that  reality,  we  could  find 
ourselves  in  deep  trouble  with  some  of  these  programs  just  because 
the  country  feels  that  it  is  in  trouble,  and  they  are  looking  for  us  to 
get  the  rate  of  the  growth  of  government  at  least  down  to  the  rate 
of  inflation,  and  those  kinds  of  amendments  are  going  to  be  a  reali- 
ty. 

Mr.  Janis.  I  am  reminded  by  one  of  my  staff — not  a  comforting 
thought — that  the  GAO  report  made  no  recommendations. 
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FLEXIBLE  SUBSIDIES 


Mr.  Stokes.  You  are  requesting  $65.7  million  for  the  flexible  sub- 
sidy fund  for  1994.  The  recent  Capital  Needs  Assessment  found 
that  approximately  5,000  insured  projects — 586,000  units — are  clas- 
sified as  distressed  or  stressed  properties,  with  $1.3  billion  in  back- 
logged  fiscal  needs.  This  amount  includes  $1.2  billion  in  unfunded 
backlogs.  How  does  the  Department  intend  to  address  this  unfund- 
ed backlog  of  $1.2  billion? 

Mr.  Schoenberger.  This  is  what  I  mentioned  yesterday,  that  we 
have  increased  the  Flexible  account  in  the  1994  budget  to  a  total  of 
$156  million.  In  the  out-years  following  1994,  we  have  that  account 
shown  at  $200  million.  So  if  you  go,  say,  a  total  of  5  years,  you  are 
looking  at  close  to  $1  billion  in  that  account.  And,  while  it  is  not 
the  entire  amount  of  the  $1.2  billion  that  you  mentioned  a  minute 
ago,  it  should  make  a  substantial  dent  in  that  account. 

Mr.  Stokes.  Mr.  Lewis,  I  yield  to  you. 

Mr.  Lewis.  Thank  you.  You  have  been  very  generous. 

Mr.  Stokes.  Mr.  Torres? 

Mr.  Torres.  Mr.  Chairman,  I  will  pass  at  this  time.  I  think  you 
have  answered  some  of  the  questions  I  had. 

Mr.  Stokes.  Okay. 

Mr.  Torres.  Thank  you. 

Mr.  Stokes.  Thank  you. 

Mr.  Lewis.  Mr.  Chairman,  excuse  me.  If  I  could,  I  have  a  couple 
of  questions  in  the  area  for  the  record.  I  will  just  submit  them. 

Mr.  Stokes.  Fine.  They  will  appear  in  the  record  at  this  point. 

[The  information  follows:] 
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Mr.  Lewis  #1 

Elderly  and  DiesUaled  Conflicts 

Question:   As  you  know,  the  102nd  Congress  enacted  authorizing 
legislation  (Public  Law  102-550)  to  deal  with  increasing  tensions  between  the 
older  euid  younger  tenants  in  public  housing- -specif ically  youthful  drug 
offenders  who  qualified  for  priority  in  obtaining  units  because  they  are 
classified  as  disabled.   Is  the  legislation  we  enacted  providing  for  realistic 
euid  equitable  solutions  to  these  conflicts? 

Answer:   The  regulations  governing  the  inplementation  of  Section  622  of 
Title  VI  of  the  Housing  and  Community  Development  Act  of  1992  have  not  yet 
been  implemented,  so  we  csuuiot  determine,  at  present,  how  effective  these 
provisions  will  be.   Section  622  contains  a  number  of  sensitive  eUid 
conplicated  issues  that  have  been  subject  to  sicpnificant  discussion  within  the 
Department .   Staff  have  been  working  on  the  development  of  the  proposed 
rule  24  CFR  945,  "Designated  Housing- -Housing  Designated  for  Occupancy  by 
Elderly,  Disabled  or  Frail  Elderly  Families"  since  November  1992.   It  is 
expected  that  it  will  be  published  for  public  comment  in  June  1993. 
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Mr.  Lewis  #2 
PHA  IncentiveB 

Question:   How  many  PHAs  have  offered  incentives  to  elderly  residents  to 
move  into  buildings  voluntarily  designated  for  their  use? 

Answer:   Section  622  of  the  Housing  and  Community  Development  Act  of 
1992  has  not  been  in5)lemented  yet.   The  regulation  is  being  developed  by  the 
Department.   Information  on  PHA  incentives,  therefore,  is  not  be  available. 
We  do  not  think  PHAs  will  have  to  offer  incentives  to  elderly  residents  to 
move  into  projects  designated  for  their  use. 

Question:   Do  you  feel  it  is  healthy  to  encourage  separating  the  elderly 
from  younger  diseUoled  people  in  public  housing? 

Answer:   The  Department  has  been  concerned  about  the  problems  a  number 
of  PHAs  have  encountered  in  introducing  younger  disaibled  persons  in  projects 
previously  occupied  only  by  senior  citizens.   Over  the  past  few  years,  we  have 
made  a  number  of  efforts  to  assist  them  in  dealing  with  this  management 
problem  by  sponsoring  conferences,  guidebooks,  and  providing  technical 
assistance. 

The  issue  of  senior  citizens  and  younger  dissibled  persons  living  in  the 
same  project  is  a  very  conplex  one.   It  is  likely  that  providing  for  separate 
housing  will  be  an  appropriate  solution  to  some  of  the  probleiAs  encountered  by 
PHAs  and  residents  alike.   This  determination  is  best  left  to  PHAs, 
communities,  families,  and  the  particular  tenant. 
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Mr.  Lewis  #3 

Earned  Income  Credits  for  Public  Housing  Residents 

Question:   The  1990  Housing  Act  authorized  a  10  percent  earned  income 
deduction  for  public  housing  residents.   Someone  at  HDD  has  apparently 
estimated  a  fiscal  year  1994  pricetag  for  the  credit  of  approximately 
$110.5  million.   Since  the  credit  was  authorized,  the  Department  has  never 
included  a  request  with  in  its  annual  budget  justifications.   The  mix  of 
residents  in  public  housing  is  a  concern  here.   People  who  are  working  at 
least  present  the  hope  of  a  better  life  to  those  who  aren't  so  fortunate. 
What  is  your  view  whether  we  should  fund  the  credit  and  whether  the  program 
constitutes  cui  important  self-sufficiency  incentive? 

AnBwer:   The  Department  is  currently  reviewing  all  of  the  policies  in 
the  progrcuns  under  its  jurisdiction,  in  order  to  maximize  opportunities  for 
working  families.   Efforts  to  reform  the  method  of  rent  calculation  are 
underway,  and  the  Department  is  exaunining  various  provisions  and   proposals  to 
determine  the  optimal  rent  modifications.   The  10  percent  of  earned  income 
deduction  is  being  carefully  considered,  along  with  several  other  proposals, 
including  a  larger  earned  income  deduction. 

As  stated,  it  is  estimated  that  to  implement  the  10  percent  of  earned 
income  deduction,  for  public  housing  alone,  would  cost  approximately 
$110.5  million  in  fiscal  year  1994.   However,  there  are   several  other 
provisions  in  the  National  AffordaJsle  Housing  Act  (KAHA)  of  1990  (a  medical 
deduction  for  non-elderly  families,  an  exclusion  for  child  support  paid-out 
and  a  phase- in  of  rent  increases  for  families  in  transition  from  welfare  to 
employment)  that  would  benefit  working  families.   To  implement  all  of  the 
income  provisions  in  the  NAHA,  for  public  housing  only,  would  cost 
approximately  $650  million  in  fiscal  year  1994 . 

Question:   Did  you  ask  0MB  for  money  to  fund  this  in  fiscal  year  1994? 

Answer:   The  Department  did  not  request  funding  for  the  10  percent  of 
earned  income  deduction  for  public  housing  in  fiscal  year  1994.   Though  it  is 
clear  that  the  systemic  disincentives  must  be  removed  from  the  public  housing 
progrcun,  if  it  is  to  better  serve  working  families,  it  was  decided  not  to 
request  funding  for  this  provision  until  other  rent  reforms  are  finalized. 
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Mr.  Lewis  #4 

Drug  Elimination  Grants 

Question:   You  are  proposing  now  to  merge  Drug  Elimination  Grants  into  a 
new  progreim  neuned  Community  Partnerships  Against  Crime  or  COMPAC.   Over  the 
next  5  years  HUD,  will  be  investing  $690  million  in  COMPAC.   As  I  understand 
it,  the  fiscal  year  94  request  is  $265  million. 

It  may  be  that  the  Drug  Elimination  grants  should  have  been  called  the 
Drug  Problem  Transfer  program.   When  you  start  policing  a  public  housing 
development,  the  drug  trade  just  moves  somewhere  else  in  the  community  atnd  I 
think  that's  what  COMPAC  really  gets  at. 

My  question,  though,  is  whether  this  is  a  Washington  idea  or  an  idea 
that  has  filtered  up  from  the  public  housing  mcuiagers  auid  associations? 

Answer:   The  Council  of  Large  Public  Housing  Authorities,  the  National 
Association  of  Housing  cuid  Redevelopment  Officials  and  the  Public  Housing 
Agencies  Directors  Association  jointly  published  a  research  project  entitled 
Security.  Crime  and  Drugs  in  Public  Housing:   A  Review  of  Programs  and 
Expenditures,  dated  August  1992.   The  report  was  presented  to  the  Secretary  by 
these  industry  groups  in  February  1993.   COMPAC  is  a  direct  result  of  this 
report  and  meetings  with  the  Department.   COMPAC  expeuids  the  drug  elimination 
program  in  direct  response  to  the  needs  of  public  housing  managers  emd 
associations . 

Question:   Will  they  be  expected  to  find  a  way  to  memage  drug  problems 
beyond  their  jurisdiction  under  this  program? 

Answer:   The  Housing  Authority  will  define  the  targeted  site  to  include 
specified  public  housing  developments  cuid  appropriate  areas  in  and  around  the 
developments  which  are  essential  for  the  strategy  implementation.   They  will 
be  working  in  partnership  with  local  officials  for  delivery  of  services  to  the 
targeted  site  in  compliance  with  the  Annual  Contributions  Contract  cind 
Cooperation  Agreement.   These  same  officials  are  responsible  for  delivery  of 
services  outside  the  targeted  area. 

Question:   Among  the  components  of  the  COMPAC  prograim,  auid  they  are  very 
worthwhile  components,  are  neighborhood  watch  programs  and  community  policing 
of  housing.   Aren't  these  initiatives  already  underway  without  HUD's 
involvement? 

Answer:   The  Pxiblic  and  Indian  Housing  Program  has  been  the  catalyst  for 
beginning  community  policing  in  many  cities.   These  cities  have  then  spread 
the  practice  to  other  areas.   Because  police  services  provided  under  these 
funds  are  to  be  aibove  emd  beyond  the  existing  services,  the  grant  funds 
provide  resources  etnd  flexibility  to  initiate  community  policing  in  public 
housing  communities.   These  techniques  have  been  much  more  effective  in 
addressing  crime  in  public  housing  than  traditional  patrol  techniques. 

While  neighborhood  watch  programs  have  been  successful  in  suburban 
middle  class  areas,  the  complex  crime  problems  in  public  housing  make  it  much 
more  difficult  to  establish  such  programs.   Funding  has  been  used  to  provide 
training  cind  equipment  for  resident  patrols. 
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FEDERAL  HOUSING  ADMINISTRATION 

Mr.  Stokes.  Turning  to  the  Federal  Housing  Administration. 
You  are  asking  a  mutual  mortgage  insurance  commitment  limita- 
tion of  $64.6  million  in  1994,  an  increase  of  $7.4  billion  above  1993. 
How  do  you  stand  with  your  1993  limitations  in  both  the  MMI  pro- 
gram and  the  general  and  special  risk  program? 

Mr.  ScHOENBERGER.  Mr.  Chairman,  I  am  happy  to  tell  you  that 
business  is  booming  in  FHA,  and  we  are  shortly  going  to  inform 
the  Congress  that  we  have  passed  the  75  percent  threshold  for  the 
1993  figures.  And  we  believe  that  we  will  need  more  commitment 
authority,  certainly,  in  the  MMI  account  in  1993.  And  the  GI  ac- 
count is  more  difficult,  but  I  think  we  may  need  additional  author- 
ity in  that  account,  too,  in  terms  of  commitment  authority. 

EFFECT  OF  FHA  REFORMS 

Mr.  Stokes.  The  1990  FHA  reforms  were  implemented  in  the 
summer  of  1991.  Last  year,  Mr.  Hill  said  that  not  enough  time  had 
passed  to  evidence  whether  or  not  the  reforms  worked.  What  do 
you  see  now  as  the  impact  of  the  1990  FHA  reforms? 

Mr.  Schoenberger.  Quite  positive.  The  primary  measure  of 
reform  is  the  capital  ratio  of  FHA,  and,  as  you  will  recall,  we  have 
a  target  to  get  to  a  2  percent  capital  ratio  by  the  year  2000.  We  had 
an  intermediate  target  of  1.25  percent,  which  we  missed. 

But,  just  to  give  you  some  numbers,  the  1990  fiscal  year  number 
was  a  negative  0.88  percent.  The  1991  was  a  negative  0.20  percent, 
and  the  1992  capital  ratio  number,  which  is  about  to  be  given  us  by 
the  accountants.  Price  Waterhouse,  is  going  to  be  in  positive  terri- 
tory. And  the  projections  are  that  the  2  percent  capital  ratio  will 
be  met  by  the  year  2000.  So  we  think  there  has  been  a  big,  big  im- 
provement in  FHA's  financial  posture  in  the  MMI  fund. 

Mr.  Stokes.  Is  there  any  evidence  that  the  reforms  are  hurting 
the  volume  of  the  FHA  activity? 

Mr.  Schoenberger.  There  is  some  evidence  of  that  while  we  had 
the  57  percent  closing  costs  restriction  in  terms  of  financing,  and 
that  has  now  been  removed,  and  we  think  that  is  a  contributor  to 
the  increased  volume  that  we  are  now  experiencing. 

We  are  formulating,  with  the  new  Administration,  some  pro- 
grams to  expand  FHA  and  take  into  many  new  areas  in  terms  of 
first-time  home  buyers  that  we  haven't  previously  served.  So  we 
think — even  though  business  is  booming,  we  think  it  is  going  to  in- 
crease even  more. 

increase  in  MMI  FUND  OUTLAYS 

Mr.  Stokes.  The  table  on  page  G-1  indicates  that  outlays  for  the 
mutual  mortgage  insurance  program  in  1992  totaled  $204  million. 
Last  year's  estimate  was  a  minus  $586  million.  What  accounts  for 
the  approximately  $800  million  increase  in  outlays  in  1992  in  the 
MMI  account? 

Mr.  Schoenberger.  I  am  not  finding  those  numbers  on  G-1. 

We  will  have  to  supply  that  for  the  record. 

Mr.  Stokes.  That  will  be  fine. 

[The  information  follows:] 
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MMI  Account  Outlays 

The  $800  million  increase  in  outlays  in  1992  from  the  Budget  estimates  is  primari- 
ly attributable  to  higher  claims,  higher  rebates  of  prepaid  premiums,  and  lower 
than  expected  sales  proceeds.  The  higher  rebates  of  prepaid  premiums  is  largely  the 
result  of  the  unanticipated  surge  in  refinancings.  As  homeowners  refinance  their 
loans  conventionally,  the  MMI  Fund  is  required  to  rebate  the  unearned  portion  of 
the  upfront  premium. 

FHA  FUND  CONTRACTS 

Mr.  Stokes.  The  Department  is  proposing  to  increase  the  amount 
of  supporting  contracts  funded  directly  out  of  the  FHA  fund.  The 
Appropriation  Committee's  current  limitation  on  such  funds  in 
1993  is  $125  million.  The  budget  proposes  an  increase  to  $152  mil- 
lion in  1994.  Why  should  HUD's  direct  charges  for  FHA  increase 
by  $27  million  in  1994? 

Mr.  ScHOENBERGER.  Contracting  from  the  FHA  fund  has  been  in- 
creasing rather  significantly  in  recent  years,  and  we  did  receive  a 
communication  from  Congress  to  limit  that  to  $125  million  in  fiscal 
year  1993.  We  have  found  that  we  need  to  supplement  the  existing 
staff,  particularly  in  areas  where  we  have  one-time  requirements 
that  are  highly  specialized  system  requirements,  highly  specialized 
financial  requirements  and  that  this  has  been  a  source  to  help 
FHA  manage  its  operations  better. 

I  will  say  this — the  $152  million  is  in  there  to  give  some  flexibil- 
ity. But  we  can't  continue  to  increase  contracts  of  this  magnitude, 
and  this  thing  has  to  level  out  soon  for  a  variety  of  reasons.  And 
one  is  that  for  every  contract  somebody  has  to  monitor  it  and  deal 
with  the  contractor,  and  that  is  causing  an  increasing  workload 
just  to  supervise  all  of  these  contracts.  So  I  think  it  is  going  to  pla- 
teau. 

We  put  the  $152  million  in  there  to  give  us  sufficient  flexibility 
in  1994,  should  we  need  it. 

Mr.  Stokes.  The  subcommittee  remains  concerned  that  increas- 
ing the  use  of  supporting  contracts  directly  funded  out  of  the  FHA 
fund  is  merely  a  way  of  avoiding  an  increase  in  the  salaries  and 
expenses  appropriation.  For  the  record,  please  provide  a  table  of 
the  estimated  $152  million  in  contracts  in  1994.  Show  how  we  will 
be  able  to  do  that. 

Mr.  ScHOENBERGER.  Some  of  those  contracts,  I  think,  are  not 
fully  known  at  this  point,  but  we  will  give  you  our  best  estimate  at 
this  point. 

[The  information  follows:] 
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FHA  Fund  Contracts 

The  1994  Budget  includes  an  estimated  $152  million  for  Headquarter ' s 
directed  contracts.   The  estimates  for  1994  are  preliminary  based  on  program 
staff  estimates  of  future  requirements  at  the  time  the  1994  Budget  was  being 
developed.   Actual  requirements  will  vary.   The  following  table  outlines  the 
major  contract  requirements  in  1994: 


Contract  Category 
Accounting  and  Billing 


Fiscal  Year  1994 
(Dollars  in  Thousands) 


Single  Family  Accounting  and  Management  System  (SAMS)..  $8,000 

SAMS  Reprocurement 2,  800 

Post  Audits  Reprocurement 5,000 

Single  Family  Notes  System 2,500 

Single  Family  Notes  System  Reprocurement 10,000 

Autocall  Debt  Collection 1,500 

Debt  Management  and  Collection  System  (DMCS) 2,200 

DMCS  Reprocurement 1,500 

Multifamily  Feuoily  Project  Mauiagement  system  (PMS) 5,000 

Multifamily  Accounting  &  Servicing  (MARS) 3,000 

MARS  Reprocurement 2,750 

Accounting  Support 2. 175 

Subtotal 46 ,  425 

Work  Processing  and  Servicing 

Coinsurance  Management 6,480 

Financial  Analysis  in  Field 1,600 

Homeowner  Equity  Conversion  Mortgage  (HECM)  Progrsun. . .  2,000 

Skip  Tracing  Reprocurement 2,300 

Support  Service  Center  Reprocurement 2,500 

Single  Family  Premium  Mortgagee  Reviews 1,  000 

Claims  Service  Center  Reprocurement 1,600 

Pre-Foreclosure  Sales 8,000 

Multifamily  Claims  Processing  support 3,000 

HUDNET/HINET 7,720 

Computerized  Home  Underwriting  ( CHUMS ) 12.000 

subtotal 48,200 

Funding  Control  Requirements 

single  Family  Credit  Support 4,500 

Single  Family  Evaluation  Support 7,250 

Single  Family  Foreclosures 7,500 

Pre-Foreclosure  Appraisals 600 

Single  Family  Loan  Management  Activities 1,000 

Credit  Reports 1,500 

Multifamily  Delegated  Processing 8,500 

Multifamily  Comprehensive  Servicing 10,  000 

Multifamily  Technical  Disciplines 4,922 

Miscellaneous 1,000 

Subtotal 46,772 

Miscellaneous 

Less  than  $1  million 10,695 

Total  estimated.  Fiscal  Year  1994 152,092 
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FHA  FUNCTIONS  PERFORMED  BY  LENDERS 

Mr.  Stokes.  Single-family  direct  endorsement  and  delegated  proc- 
essing for  multifamily  insurance  are  higher-risk  ways  of  doing  busi- 
ness. The  subcommittee  remains  concerned  that  the  Department 
may  be  permitting  lenders  to  perform  too  many  government  func- 
tions, thus  increasing  the  risk  to  the  FHA  fund. 

Mr.  Secretary,  is  this  administration  comfortable  with  both  the 
single-family  direct  endorsement  and  delegated  process  doing  mul- 
tifamily insurance  programs? 

Secretary  Cisneros.  We  do  know,  sir,  that  we  need  partners  and 
collaboration  in  these  efforts.  We  want  to  avoid  the  kinds  of  errors 
made  in  the  coinsurance  difficulties  of  recent  years,  but  our  think- 
ing is  that,  by  encouraging  risk-sharing,  responsibility-sharing  rela- 
tionships with  States  and  public  entities,  we  can  avoid  some  of  the 
problems  that  were  inherent  in  the  coinsurance. 

What  was  extended  to  private  organizations  was  too  great  in  that 
case.  There  were  no  checks  and  balances,  but  by  developing  part- 
nerships with  public  entities  who,  by  definition,  have  checks  upon 
them,  have  multiple  points  of  accountability,  we  believe  some  of 
these  problems  can  be  avoided.  The  general  principle  of  sharing  re- 
sponsibility, sharing  risk,  involving  extended  outreach,  is  a  positive 
one.  We  will  work  on  that. 

The  whole  notion  of  risk  sharing  is  a  very  important  part  of  our 
agenda,  but  we  want  to  avoid  the  problems  of  giving  people  the 
wrong  signals,  giving  too  much  latitude  and  ending  up  with  the 
very  costly  coinsurance  kind  of  difficulties  of  recent  years. 

Mr.  Stokes.  Let  me  ask  this:  What  do  recent  IG  reviews  of  these 
activities  indicate? 

Secretary  Cisneros.  About  coinsurance,  they  were  very  scathing. 

Mr.  Lewis.  Would  you  like  to  elaborate  for  that  on  the  record? 

Secretary  Cisneros.  These  are  not  of  recent  vintage.  They  are 
several  years  old  now.  But  I  think  the  coinsurance  effort  is  widely 
regarded  to  have  been  a  failure;  and  in  the  IG  reports,  they  use 
very  strong  language  to  identify  that. 

Mr.  Schoenberger.  I  would  point  out  a  couple  of  things  about 
the  program,  Mr.  Chairman. 

The  direct  endorsement  program  in  single  family  is  far  and  away 
the  method  we  use  for  the  single  family  programs  now.  Over  95 
percent  of  the  business  is  done  through  that  method.  The  figures  I 
gave  you  a  minute  ago  for  improving  capital  ratio  would  indicate 
that  that  program  is  on  solid  footing  going  towards  the  year  2000. 

The  delegated  processing  program  in  multifamily  is  different 
from  coinsurance  in  that  the  ultimate  underwriting  decision  is  re- 
tained in  the  field  offices,  so  the  delegated  processors  provide  some 
of  the  technical  assistance  along  the  way,  and  the  offices  make  the 
decisions  as  to  whether  or  not  to  underwrite  a  particular  project. 

I  think  in  the  history  of  HUD,  though,  delegated  processing  may 
end  up  being  an  interim  step  as  we  move  more  toward  the  risk- 
sharing  arrangements  with  the  State  agencies  and  the  GSEs.  We 
think  that  is  the  real  future. 

Mr.  Stokes.  Please  feel  free  to  expand  upon  this  for  the  record. 
This  is  an  area  the  subcommittee  is  quite  interested  in. 
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Secretary  Cisneros.  I  might  say,  Mr.  Chairman,  that  one  of  the 
proudest  developments  of  the  last  months  has  been  the  White 
House's  agreement  to  assign  some  of  the  best  people  in  their  re- 
spective fields  for  HUD  positions.  The  FHA  Assistant  Secretary 
designee  is  one  of  those  persons.  He  goes  to  confirmation  hearings 
this  Thursday. 

His  name  is  Nick  Retsinas.  He  ran  the  State  housing  finance 
effort  in  the  State  of  Rhode  Island  which,  though  it  is  a  small 
State,  had  all  the  responsibilities  that  this  wide  field  entails.  Mr. 
Retsinas  was  a  community  development  director,  he  was  a  model 
cities'  officer  before  that,  and  he  had  all  of  the  responsibilities  that 
State  finance  people  have. 

Prior  to  that — or  during  that,  the  Governor  of  the  State  looked  to 
him  to  help  work  out  the  thrift  and  credit  union  savings  and  loan 
problems  of  the  State  as  they  came  to  bear  in  Rhode  Island. 

I  say  all  of  that  to  describe  a  person  with  a  lot  of  State-level  ex- 
perience who  believes  that  these  risk-sharing  methods  are  the  best 
way  to  proceed — very  innovative,  very  smart.  I  think  you  will  see 
some  real  solid  proposals  coming  forward  from  Mr.  Retsinas  work- 
ing with  Mr.  Schoenberger  and  other  members  of  the  staff  who  are 
excellent  professionals  themselves. 

CONGREGATE  SERVICES 

Mr.  Stokes.  You  are  requesting  an  appropriation  of  $6.3  million 
for  the  congregate  services  program  in  1994.  These  funds  are  to 
amend  the  current  56  contracts  for  an  additional  12  months.  No 
funding  is  proposed  for  new  contracts  in  1994.  Why  has  the  Depart- 
ment not  proposed  funding  for  new  congregate  services  contracts  in 
1994?  Does  this  also  reflect  budgetary  constraints? 

Mr.  Schoenberger.  I  hate  to  keep  saying  it,  but,  yes,  it  does.  Pri- 
marily, we  do  believe  there  are  other  sources  of  funds  for  that  kind 
of  activity  including  the  service  coordinator  program  that  HUD 
has.  And  we  believe  HHS  also  has  activities  supporting  that  popu- 
lation. So  it  is,  primarily,  a  budgetary  move  and  is  the  reason  we 
did  it. 

Mr.  Lewis.  Mr.  Chairman,  if  I  may  interrupt 

Would  you  please  describe,  if  not  for  Mr.  Torres,  at  least  for  me, 
the  congregate  services  program?  What  is  it? 

Mr.  Schoenberger.  It  is  a  program  that  assists  elderly,  a  lot  of 
frail,  elderly  with  certain  housekeeping  services,  sometimes  meals. 
The  intent  of  the  program,  conceptually,  is  to  let  people  remain  in 
their  living  units  for  a  longer  period  of  time  so  they  will  not  have 
to  go  into  a  nursing  home. 

financial  health  of  mmi  fund 

Mr.  Lewis.  Thank  you. 

Taking  us  back  to  FHA  for  a  moment,  this  subcommittee  and  the 
authorizers  did  a  little  sparring  with  the  Secretary's  predecessor 
regarding  the  increase  in  the  FHA  credit  limit.  The  Secretary  then 
felt  increasing  the  limit  jeopardized  the  financial  health  of  the 
Mutual  Mortgage  Insurance  Fund,  MMI.  The  MMI  fund  has  been 
audited  by  Price  Waterhouse,  as  you  indicated,  and  the  GAO.  I  un- 
derstand the  fund  had  $871  million  of  capital  as  of  1991. 
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I  would  like  to  know  what  is  the  latest  estimate  of  the  capital  in 
the  MMI  fund. 

Mr.  ScHOENBERGER.  I  don't  yet  have  those  figures.  The  audit  for 
1992  is  about  to  come  out  by  Price  Waterhouse.  We  can  furnish 
those  for  you.  We  do  know  it  is  going  to  be  improved  over  1991,  and 
the  capital  ratio,  consequently,  will  also  be  up. 

[The  information  follows:] 

Status  of  Mutual  Mortgage  Insurance  (MMI)  Fund 

The  1992  Audit  of  the  FHA  Fund  was  pubHshed  April  30,  1993.  The  audited 
equity  of  the  MMI  account  as  of  September  30,  1993  was  $1,163  miUion,  a  $291.7 
miUion  increase  from  the  1991  equity  position. 

The  result  of  the  most  recent  study  indicates  that  the  MMI  account  has  an  eco- 
nomic value  of  approximately  $1,808  million  and  a  capital  ratio  of  .55  percent  as  of 
September  30,  1992. 

It  is  expected  that  under  the  base  case  assumptions,  the  2  percent  capital  ratio 
will  be  reached  by  year  2000,  as  required  by  the  Cranston-Gonzalez  National  Afford- 
able Housing  Act. 

Mr.  Lewis.  Do  the  proposed  changes  that  are  outlined  on  page 
H-5,  which  differentiate  the  up-front  premiums  for  mortgages  by 
risk,  require  legislation  in  the  authorizing  committees?  If  so,  have 
you  submitted  that  legislation? 

Mr.  ScHOENBERGER.  I  don't  have  H-5  in  my  book.  I  am  sorry. 

Mr.  Lewis.  Maybe  I  will  just  provide  this  to  you. 

Mr.  ScHOENBERGER.  All  right. 

Those  premium  changes  are  built  into  the  existing  law.  There  is 
no  change  required. 

Mr.  Lewis.  Okay.  When  we  debated  increasing  the  loan  limit, 
several  housing  advocates  suggested  increasing  the  limits  to  move 
the  program  away  from  riskier  lower  income  borrowers.  Mr.  Secre- 
tary, do  you  have  a  view  about  the  overall  mission  of  the  FHA  pro- 
gram? 

Secretary  Cisneros.  I  believe,  sir,  that  one  of  the  major  objectives 
of  this  four-year  term  at  HUD  must  be  to  make  FHA  a  force  once 
again.  An  organization  that  once  insured  50  percent  of  mortgages 
in  the  United  States  at  its  height  now  ensures,  by  various  means  of 
counting  it,  about  4  percent  of  the  mortgages  in  the  country. 

Now  one  could  argue  that  that  is  an  indication  of  the  obsoles- 
cence of  this  dinosaur,  and  it  ought  to  be  left  to  extinction.  In  fact, 
there  are  some  suggestions  from  policymakers  over  the  last 
number  of  years  who  actually  felt  that  was  the  best  direction. 

We  feel,  however,  that  FHA  has  been  traditionally  and  can  be  a 
force  for  affordable  housing.  So  that  by  regaining  its  place  as  a 
major  force  in  the  marketplace,  it  can  reduce  downpayment  costs, 
closing  costs,  monthly  mortgage  costs  and,  in  effect,  be  an  instru- 
ment that  once  again  allows  first-time  home  buyers  to  be  able  to 
buy  homes  at  affordable  prices,  that  allows  affordable  housing  to  be 
a  larger  portion  of  the  marketplace.  The  things  that  I  think  they 
are  prepared  to  do  on  a  whole  range  of  activities  would  reinstate 
FHA  to  that  role. 

I  know  that  is  a  general  statement.  Your  question  asks  for  gener- 
al philosophy.  The  philosophy  is,  we  want  to  make  FHA  a  player 
again.  We  think  it  has  a  contribution  to  make,  particularly  in  the 
area  of  the  lower  range  of  housing  costs  that  are  needed  by  lower, 
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middle-class  families,  first-time  home  buyers,  average  Americans; 
and  that  there  is  a  place  for  FHA  in  the  American  housing  scene. 

Mr.  Lewis.  In  some  parts  of  the  country  it  is  truly  amazing  what 
you  cannot  buy  for  $195,000. 

Secretary  Cisneros.  Absolutely. 

Mr.  Lewis.  Is  it  possible  that  the  increase  in  the  maximum  loan 
limit  from  124,750  to  151,525  could  have  a  positive  impact  on  the 
fund? 

Secretary  Cisneros.  It  indeed  does.  The  higher  you  get — even 
though  you  increase  the  exposure,  you  also  are  dealing  with  a 
second-level  marketplace  that  is  not  likely  to  have  financial  diffi- 
culties as  you  get  to  a  higher-priced  home.  They  are  just  less  likely 
to  run  into  difficulty,  so  the  default  rates  are  not  as  great. 

Mr.  Lewis.  The  logical  supplement  to  that  is,  can  we  keep  the 
MMI  fund  sound  and  self-sustaining  if  we  target  it  to  more  low- 
income  home  buyers? 

Secretary  Cisneros.  The  corollary  to  my  comment — I  think  with 
the  right  selection  of  processes,  we  can.  I  would — I  fully  expect  the 
range  of  policies  Mr.  Retsinas  will  set  forth  will  keep  that  balance 
in  mind  always:  affordability,  public  purpose,  matched  to  the  fidu- 
ciary soundness,  fiscal  soundness. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Schoenberger.  I  think  I  might  supplement  that  briefly  and 
share  some  of  the  new  things  we  are  looking  at 

I  notice  we  have  two  gentlemen  on  the  committee  from  Califor- 
nia. Even  in  California,  regarding  the  $151,725  limit,  we  frequently 
hear  that  that  is  too  low.  We  have  been  approached  by  California 
State  agency  officials  to  perhaps  consider  some  sort  of  risk-sharing 
program  to  get  those  numbers  higher.  That  is  among  the  things  we 
are  looking  at.  We  have  not  reached  final  decisions  on  those  kind 
of  things. 

I  think  we  want  to  expand  FHA  on  a  variety  of  fronts:  at  the  low 
end,  in  the  inner  city,  helping  more  people  get  in  as  first-time 
home  buyers,  and  looking  at  some  of  these  high-cost  areas  like  Cali- 
fornia, perhaps,  to  provide  relief. 

Mr.  Lewis.  It  is  hard  to  believe  what  has  happened  to  that  mar- 
ketplace out  there. 

Mr.  Stokes.  All  right. 

Secretary  Cisneros.  Let  me  just  say,  over  the  years — I,  obviously, 
cannot  make  promises  about  this  now,  but  over  the  years,  I  think 
with  our  full-time  staff  in  place,  we  want  to  revisit  the  question, 
work  with  the  White  House,  OMB,  on  the  limits  issue,  to  try  to 
make  FHA  a  force  everywhere  that  it  can  be.  And,  obviously,  every 
time  you  change  those  limits,  you  are  making  policy  that  has  not 
only  implications  for  home  buyers  but  also  for  the  soundness  of  the 
funds. 

But  I  think  we  must  try  to — if  we  are  going  to  make  FHA  a 
force,  we  need  to  revisit  those  questions  over  the  years. 

Mr.  Stokes.  Thank  you. 
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HOUSING  COUNSELING 


Another  question  on  budgetary  constraint,  and  that  is,  is  budget- 
ary constraints  the  reason  the  administration  is  not  proposing  an 
appropriation  for  housing  counseling  assistance  in  1994? 

Mr.  ScHOENBERGER.  Yes.  We  beUeve,  again,  there  are  other 
sources  for  that  sort  of  activity,  one  being  block  grants,  the  other 
being  the  HOME  program.  It  is  a  tough  budget  choice,  but  we  did 
make  it  on  those  grounds. 

Secretary  Cisneros.  Let  me  expand  on  that  if  I  may,  Mr.  Chair- 
man. 

Mr.  Stokes.  Sure. 

Secretary  Cisneros.  The  Budget  does  not  request  additional  fund- 
ing for  housing  counseling  because  it  is  eligible  under  the  CDBG 
program,  and  we  have  $10  million  of  funds  for  housing  counseling. 

Additionally,  counseling  services  are  available  under  the  HOME 
program  through  the  funding  of  community  housing  development 
organizations.  The  reduction  in  counseling  is  a  result  of  the  deficit, 
clearly,  the  deficit  reduction  strategies,  and  is  indicative  of  the 
hard  choices  we  had  to  make;  but  it  is  not  our  intent  to  leave 
people  without  access  to  housing  counsel. 

troubled  housing  authorities 

Mr.  Stokes.  There  are,  I  believe,  23  or  24  troubled  public  housing 
authorities.  Some  of  these  have  been  troubled,  as  all  of  us  know, 
for  many  years.  Past  attempts  to  improve  operations  have  not  suc- 
ceeded. But  the  people  who  suffer,  of  course,  are  the  low-income 
residents  and  those  families  who  need  housing  assistance  but 
cannot  get  it  because  units  need  to  be  fixed  up. 

What  does  this  administration  plan  to  do  about  these  troubled 
housing  authorities?  Mr.  Secretary? 

Secretary  Cisneros.  Well 

Mr.  Stokes.  Of  course,  one  of  the  questions  we  would  ask  is,  is 
the  only  recourse  to  take  them  over? 

Secretary  Cisneros.  The  only  recourse  is  not  to  take  them  over. 
As  a  matter  of  fact,  I  really  feel,  in  one  sense,  the  worst  thing  we 
can  do  is  take  them  over,  HUD  is  hardly  the  paragon  of  manage- 
ment to  guarantee  that  somehow  PHA's  will  be  better  managed  be- 
cause Federal  officials  substitute  for  local  officials. 

Mr.  Lewis.  Only  exceeded  by  Congress,  I  might  add. 

Mr.  Stokes.  Yes.  Poor  management. 

Secretary  Cisneros.  Though,  in  some  cases,  that  is  the  only  re- 
course, to  take  them  over. 

But  the  Detroit  case  is  one  that  might  be  used  as  a  model.  We 
are  not  out  of  the  woods  yet  on  Detroit,  clearly.  That  is  to  say,  we 
have  not  settled  on  the  final  approach. 

But  what  I  did  do  in  the  Detroit  case,  as  opposed  to  the  option  of 
taking  it  over,  by  the  way,  this  was  the  first  decision  I  faced  on 
coming  to  the  office  because  it  was  a  decision  made  on  January  19 
by  the  Acting  Assistant  Secretary  in  the  previous  administration  to 
take  over  the  Detroit  Housing  Authority. 

Mr.  Lewis.  They  wanted  to  give  you  something  to  do. 

Secretary  Cisneros.  Our  course  of  action  was  to  send  a  three- 
person  team  of  people  who  had  experience  in  housing  authorities 
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and  at  HUD — people  like  Larry  Simons  who  used  to  be  the  head  of 
FHA  and  two  other  persons — to  Detroit  where  they  spent  a  lot  of 
time.  They  have  written  us  a  report  which  is  not  yet  final  so  I 
cannot  comment  on  the  final  conclusions. 

But  they  have  a  much  more  innovative  response  to  the  Detroit 
problem  than  simply  taking  it  over.  Their  response  includes  priva- 
tizing particular  developments  with  the  cooperation  and  concur- 
rence of  the  city.  That  is  to  say,  having  private  developers  come 
in — not  developers  but  housing  companies — and  run  developments 
that  lend  themselves  to  that  as  well  as  redesign  the  city's  organiza- 
tion for  housing.  And  then  provide  for  particular  kinds  of  HUD 
intercession  that  are  more  discreet,  more  sophisticated  than 
coming  in,  taking  over  and  pretending  that  that  makes  it  better. 

To  answer  your  question,  what  we  must  do  is  bring  those  kinds 
of  innovative  solutions  to  the  table  when  we  have  severely  dis- 
tressed cases.  We  are  dealing  with  Philadelphia  right  now  which 
HUD  has  taken  over.  We  must  also  prioritize  our  urban  revitaliza- 
tion  demonstration  program  for  severely  distressed  public  housing, 
and  place  priority  in  our  modernization  funds  and  others  of  the 
severely  distressed. 

We  have  a  regular  weekly  staff  meeting  usually  held  on  Mondays. 
But,  because  of  my  schedule  yesterday  both  here  and  the  meeting 
at  the  White  House,  we  were  not  able  to  hold  it,  so  we  held  it  this 
morning.  At  that  meeting,  we  set  priorities  for  our  first  year,  high- 
est-priority projects,  things  where  we  want  to  show  a  difference  in 
a  year.  We  think  the  whole  subject  of  troubled  housing  authorities 
is  one  of  those  where  we  can  really  try  to  show  a  distinctly  differ- 
ent cut  at  the  problem  over  the  course  of  the  next  12  months. 

I  want  you  to  know  the  priority  we  are  placing  on  that  subject.  It 
is  one  of  the  candidates  for  our  highest  level  of  innovation  and 
change,  the  subject  of  troubled  authorities  and  distressed  public 
housing. 

Mr.  Torres.  Mr.  Chairman? 

Mr.  Stokes.  Mr.  Torres? 

Mr.  Torres.  Will  you  yield  to  me  on  this  occasion? 

Mr.  Stokes.  I  certainly  will, 

section  8  ADMINISTRATIVE  FEES 

Mr.  Torres.  In  line  with  this  question,  I  recall  yesterday  Mr. 
Gallo  raising  the  issue  of  Section  8  administrative  fees.  Evidently, 
he  was  having  a  problem  with  it.  Now  it  appears  that,  because  of 
the  fiscal  year  1994  reduction  of  Section  8  administrative  fees,  a  lot 
of  housing  authorities  are  really  feeling  the  crunch.  I  mean,  they 
have  all  these  expanded  costs,  things  to  keep  up. 

We  note  there  was  a  GAO  study  done  on  that  back  in  1988  that 
showed  there  were  serious  problems.  There  were  70  local  housing 
authorities  in  real  trouble.  There  are  a  lot  of  them  across  the  coun- 
try. The  GAO  studies  did  indicate  one  should  not  generalize  on 
that  problem. 

But  with  the  multitude  of  costs  they  are  incurring,  some  are 
going  under.  What  can  we  do  about  this  reduction  in  Section  8  ad- 
ministrative fees  that  will  put  even  a  harder  crunch  on  the  au- 
thorities and  bring  them  to  the  point  of  bailing  out? 
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Secretary  Cisneros.  Well,  as  I  described  yesterday,  that  is  a  deci- 
sion that  was  made  by  the  Office  of  Management  and  Budget  on 
the  issue  of  deficit  reduction.  It  was  one  of  those  suggested  as  some- 
thing we  must  do  in  order  to  try  to  reduce  the  overall  size  of  the 
budget.  We  felt  that,  on  the  whole,  HUD  had  escaped  the  budget 
knife,  at  least  one  that  cut  as  deeply  as  it  did  in  those  other  depart- 
ments which  have  actually  seen  net  reductions  from  this  year  to 
next  in  their  budgets.  We  did  not.  This  was  one  of  the  areas  that 
we  had  to  concur  with  as  a  budget  reducing  solution. 

First  of  all,  let  me  answer  your  question  by  saying  money  is  abso- 
lutely critical.  We  are  short  of  it.  But  it  is  not  the  whole  answer  to 
the  management  problems  that  confront  housing  authorities.  It  is 
critical.  It  is  important.  But  we  think  that  we  can  do  a  lot  with 
housing  authorities  by  focusing  their  efforts,  focusing  on  training 
of  personnel,  removing  overhead,  changing  the  culture  separating 
the  people  in  suits  in  air-conditioned  buildings  from  the  people 
living  in  the  project  units  reducing  the  differences  between  them. 
That  will  enhance  the  role  of  residents  in  management  councils 
and  so  forth. 

All  those  things  would  go  a  long  way.  It  doesn't  substitute  for 
money.  But  it  does  go  a  long  way.  All  of  those  things  are  things  we 
will  be  working  on. 

In  addition,  we  will  be  bringing  other  resources  to  bear.  For  ex- 
ample, housing  authorities  right  now  have  no  money  for  crime  pre- 
vention. We  have  a  $690  million  investment  for  five  years,  $150 
million  immediately  in  the  first  year  called  COMPAC  which  is  a 
crime  prevention  initiative  I  described  yesterday  which  will  mean 
literally  hundreds  of  thousands  of  dollars,  in  some  cases  millions  of 
dollars,  for  housing  authorities  to  improve  the  security  environ- 
ment. That  is  real  money.  It  supplements  their  existing  budgets,  a 
new  program.  We  got  0MB  to  agree  that  this  was  a  serious  enough 
problem  that  it  needed  to  be  in  there. 

While  we  may  be  taking  money  from  them  with  one  hand,  the 
reduction  of  their  fees  for  administration  purposes,  we  are  giving 
the  money  for  what  we  think  is  a  priority,  crime  fighting,  that  off- 
sets some  of  that. 

That  is  the  best  answer  I  can  give  you  in  what  is,  admittedly,  a 
tough  situation. 

Mr.  Lewis.  If  I  may  intervene  here,  following  the  gentleman's 
question. 

I  appreciate  the  concern  about  funding  available  for  administra- 
tion and  not  being  able  to  get  a  handle,  for  example,  on  crime  in 
housing  authorities.  If,  indeed,  there  is  crime,  I  am  worried  about 
this  subject  area,  involving  PHAs  spending  a  good  deal  of  energy 
and  imagination  stealing  from  the  poor  themselves,  that  is,  by  di- 
verting funds,  through  waste  and  overt  fraud. 

We  have  problems — the  Inspector  General's  report  discusses  any 
number  of  the  PHAs  and  suggests  we  have  not  an  endemic  prob- 
lem, but  a  very  severe  problem  across  the  country.  The  article  in 
the  Washington  Post  on  April  18,  Stairway  to  Hell,  indicates  that — 
the  levels  to  which  this  has  drawn  itself.  And  I  would  hope  there 
would  be  modeling  here  attempting  to  spot  check,  investigate  the 
ways  that  allow  us  to  really  get  a  handle  on  it. 
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If  there  is  a  pattern  of  people  overtly  abusing  the  process  and 
stealing  money  that  should  be  money  delivered  for  services  to  the 
poor  of  the  country,  then  that  is  the  height  of  crime  involved  here. 

Secretary  Cisneros.  Absolutely. 

Let  me  say  once  again,  sir — I  said  this  yesterday  at  some  point  in 
the  testimony — I  find  no  more  egregious,  unacceptable  violations  of 
what  we  might  call  extenders  of  conduct  in  public  service  than  the 
disdain  that  I  so  frequently  detect  among  public  housing  officials 
for  the  people  who  live  in  the  projects.  It  is  almost  as  if 

Mr.  Lewis.  I  understand. 

Secretary  Cisneros.  It  is  almost  as  if — and  I  am  sorry  I  see  this 
as  frequently  as  I  do — it  is  almost  as  if  poor  people  deserve  inferior 
conditions  because  of  their  financial  state  or  whatever  misfortune 
they  have  had  in  their  lives.  I  have  seen  this  so  often.  I  don't  even 
think  it  is  a  conscious  thing,  frequently.  It  has  just  become  a  way, 
a  cultural  difference,  a  way  people  conduct  their  business. 

One  group,  because  they  have  a  decent  education,  wear  a  suit, 
work  in  a  nice  office,  just  disdain  the  people  who  live  in  public 
housing. 

I  will  not  say  this  is  universal,  but  it  is  far  more  frequent  than  I 
would  like  to  see  it.  What  we  end  up  with  is  people  who  go  to  work 
because  they  have  a  job,  do  the  minimum  at  the  job,  and,  mean- 
while, watch  the  conditions  around  them  erode  and  become  hard- 
ened to  it.  It  is  almost,  I  suppose,  an  aspect  of  human  nature,  if  you 
saw  conditions  bad  enough  for  long  enough,  you  become  numb  and 
figure  out  a  way  to  survive  for  yourself,  cut  yourself  off  from  them. 
I  think  that  is  what  is  happening. 

We  just  have  to  find  a  way  to  get  people  reengaged  in  solving 
problems  in  innovative  ways.  It  is  a  terrible,  terrible  aspect  of  our 
work. 

Mr.  Stokes.  Are  you  finished,  Mr.  Torres? 

Mr.  Torres.  Yes.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  I  would  like  to  say,  on  that  point,  I  think  you  will 
find  the  subcommittee  resistant  to  our  legislating  to  reduce  these 
fees.  It  is  just  that  savings  to  be  affected  are  not  that  great,  and,  in 
light  of  all  the  other  problems,  this  does  not  seem  to  us,  probably, 
to  be  the  area  in  which  we  ought  to  legislate. 

Secretary  Cisneros.  We  will  respect  your  judgment  and  work 
with  the  Office  of  Management  and  Budget  to  try  to  comply  with 
the  law  as  you  write  it. 

Mr.  Stokes.  OK. 

PUBLIC  housing 

Last  year,  there  was  a  discussion  on  the  number  of  vacant  units 
in  public  housing.  The  indication  was  there  was  approximately 
104,000.  That  number  had  increased  from  57,400  in  1986.  What  is 
the  most  recent  estimate  of  the  number  of  vacant  public  housing 
units? 

Mr.  Janis.  Mr.  Chairman,  I  will  provide  that  number  for  the 
record. 

[The  information  follows:] 
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Number  of  Vacant  Public  Housing  Units 

HUD's  most  recent  reports  maintained  in  the  Public  and  Indian  Housing  Manage- 
ment Information  System  indicate  that  there  are  101,126  public  housing  units 
vacant  out  of  1,303,620  units  in  management.  The  vacancy  rate  based  on  those  fig- 
ures is  7.8  percent. 

Mr.  Janis.  I  don't  have  the  number,  but  it  appears  the  percent- 
age of  vacancies  is  at  this  point  8  percent  nationally.  It  looks  like  it 
has  leveled  off  between  this  year  and  last  year. 

Mr.  Stokes.  You  don't  think  there  has  been  an  increase?  Is  that 
what  you  are  saying? 

Mr.  Janis.  I  don't  think  there  has  been  a  major  increase,  no.  My 
figures  show  the  1991  figure  at  7.9  percent,  and  the  latest  figure 
stabilizing  at  8  percent.  So  a  slight  increase,  very  recently. 

Mr.  Stokes.  My  next  question  is,  has  this  administration  set  up 
any  goals  by  year  for  reducing  the  number  of  vacant  public  hous- 
ing units? 

Mr.  Janis.  We  have  not  set  specific  goals  for  reduction,  but  we 
are  involved  in  a  number  of  initiatives  that  I  think  are  important 
in  addressing  the  issue.  One  of  the  tools  we  have  now  is  the  Public 
Housing  Management  Assessment  Program,  the  PHMAP  program. 
That  allows  us  nationally  to  look  at  those  agencies  that  are  having 
problems  with  vacancies  and,  further,  to  find  agencies  that  are 
having  problems  with  turnover  of  units,  making  them  ready  for 
preparation  which  is  one  of  the  reasons  for  vacancies. 

We  also  have  the  Vacancy  Reduction  Program  which  will  be  issu- 
ing a  report  this  year.  We  have  put  out  a  survey  to  400  housing 
agencies  who  have  twice  the  vacancy  rate,  that  is  a  16  percent  va- 
cancy rate.  It  is  a  questionnaire  designed  to  get  more  specifically  at 
the  causes  of  vacancies  in  those  housing  agencies. 

We  are  going  to  use  the  results  of  those  questionnaires,  which  we 
should  receive  in  late  May  or  June,  to  target  our  first-year  vacancy 
reduction  program  for  these  agencies.  It  will  help  us  further  devel- 
op another  part  of  the  Vacancy  Reduction  Program  which  is  an  as- 
sessment aspect. 

We  are  going  to  be  going  into  all  of  these  agencies  that  have 
more  than  twice  the  vacancy  national  rate,  and  we  will  be  doing  an 
assessment.  As  the  Secretary  mentioned,  the  same  approach  will  be 
for  agencies  with  high  vacancies  as  the  teams  for  troubled  agen- 
cies. The  assessment  team  will  be  made  up  of  people  from  the  De- 
partment but  will  also  include  people  outside  who  have  experience 
in  other  housing  agencies  and  private  property  management  to  ad- 
dress the  issue. 

Mr.  Stokes.  Let  me  ask  you  this.  Has  the  Department  looked  at 
any  alternative  uses  of  vacant  units  in  public  housing? 

I  notice  out  in  Cleveland  where  we  have  a  very  innovative  execu- 
tive director  and  a  lady  who  understands  public  housing  and  has 
utilized  her  presence  in  Cleveland  to  do  some  very  innovative 
things,  recently,  she  took  advantage  of  legislation  which  I  had 
sponsored  for  a  disadvantaged  minority  health  bill  to  set  up  well- 
ness clinics,  in  Miracle  Village  where  drug-addicted  mothers  with 
children  are  given  a  special  village  where  they  are  treated  very 
specially.  They  have  long  lines  of  people  waiting  to  get  in  there, 
that  type  of  thing. 
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I  guess  I  have  seen  some  of  the  type  of  things  that  can  be  done 
where  there  is  a  will  to  do  it,  and  I  followed  this  very  closely  be- 
cause my  brother  and  I  grew  up  in  public  housing  in  Cleveland. 
Some  of  the  units  I  am  talking  about  are  right  there  in  the  same 
housing  project  where  we  grew  up. 

And  it  just  seems  to  me  that  an  alternative  use  is  something  the 
Department  ought  to  be  looking  at  in  terms  of  these  eyesore, 
vacant  buildings,  drug  infestation,  crime,  that  type  of  thing.  This  is 
a  real  problem  for  people  who  have  to  live  in  public  housing. 

Mr.  Janis.  Absolutely.  I  could  not  agree  with  you  more. 

There  are  other  agencies  that  are  doing  things  similar  to  Cleve- 
land. It  is  very  permissible,  and  we  have  encouraged  agencies  to 
get  permission  to  use  vacant  units  for  other  purposes. 

A  lot  of  our  interagency  effort  at  the  national  level  and,  increas- 
ingly, at  the  field  level  will  be  devoted  to  working  with  other  agen- 
cies to  get  agencies  to  understand  that  a  lot  of  people  that  they 
serve  happen  to  live  in  public  housing  neighborhoods.  Services  that 
can  be  provided  close  to  home  in  the  public  housing  developments 
are  effective  and  efficient,  and  public  housing  agencies  should  pro- 
vide a  space  that  is  necessary  to  do  that. 

As  I  said  in  response  to  a  previous  question,  and  an  agency  must 
be  able  to  assess  its  individual  property.  I  think  that  that  is  a  very 
important  aspect  of  an  agency  looking  at  its  property.  I  think  it 
needs  to  make  decisions  about  if  it  has  a  high  level  of  vacancies. 
The  assessment  teams  will  help  do  this. 

What  are  the  reasons  for  the  vacancies?  If  there  is  a  marketabil- 
ity problem,  can  it  be  marketed  better?  If  there  is  no  market  for 
those  units,  can  they  be  used  as  an  alternative,  a  regular  proper 
purpose  alternative  use  including  providing  space  for  social  and 
economic  service  support? 

I  absolutely  agree.  I  think  it  is  a  blight  on  the  program,  the 
system  and,  especially,  on  the  citizens  where  you  have  a  large 
number  of  vacancies,  large  buildings,  large  developments  that  are, 
in  some  cases,  all  boarded  up  and  fenced  off.  We  simply  have  to 
deal  with  those  properties  in  the  best  way  we  can. 

Mr.  Stokes.  All  right. 

MODERNIZATION  INSPECTION 

Last  year,  $10.5  million  of  modernization  funding  was  provided 
for  inspection  of  modernization  units  and  provision  of  management 
and  technical  assistance  for  troubled  public  housing  authorities 
and  Indian  housing  authorities.  How  has  this  new  program  been 
working  out?  Or  is  it  too  early  to  judge? 

Mr.  Janis.  It  is  really  too  early  to  judge.  We  are  just  in  the  ini- 
tial contracting  stage. 

The  first  phase  of  what  we  are  doing  with  that  money  is  to  pro- 
vide financial  assistance  to  three  of  the  troubled  agencies — Detroit, 
the  District  of  Columbia,  and  Philadelphia — to  provide  a  fair 
amount  of  money  to  look  at  and  correct  maintenance  problems  at 
those  agencies.  All  three  of  those  agencies  have  the  most  serious 
maintenance  problems  of  the  larger  troubled  housing  agencies. 

We  are  in  the  process  of  getting  funds  out  to  our  regional  offices 
to  contract,  to  work  with  those  agencies,  not  only  to  study  the  rea- 
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sons  for  the  maintenance  problems  but  to  also  employ  some  assist- 
ance in  helping  correct  the  problems  and  be  on-site  for  up  to  a 
year. 

Mr.  Stokes.  Let's  talk  about  the  demolition  and  disposition  pro- 
gram. What  is  this  administration's  position  regarding  demolition 
of  public  housing  projects? 

Mr.  Janis.  As  I  responded  earlier,  I  believe  a  housing  agency 
needs  to  have  the  ability  to  make  informed  judgments  on  a  proper- 
ty-by-property basis  regarding  what  is  the  most  viable  use  of  that 
public  housing  property.  This  doesn't  at  all  back  off  of  one-for-one 
replacement  requirements,  but,  within  that  requirement,  allows  a 
local  agency  to  make  that  choice. 

If  there  is  a  property  where  the  community  feels  it  is  not  viable 
to  retain  that  property  as  public  housing,  it  is  my  opinion  that  the 
community  should  have  and  the  system  should  permit  the  opportu- 
nity to  demolish  a  property  that  is  felt  by  the  community  to  be  not 
viable  and  cannot  provide  decent  public  housing  if  it  is  modernized. 

This  is  not  to  say  that  property  should  be  demolished  as  any  kind 
of  overriding  principle,  but  it  is  also  saying  that  properties  should 
not  necessarily  not  be  demolished  if  they  are  not  viable  properties. 

Mr.  Lewis.  Mr.  Chairman,  may  I  interpose? 

Mr.  Stokes.  Sure,  Mr.  Lewis. 

Mr.  Lewis.  I  am  thinking  about  a  specific  housing  project  in  my 
hometown  where  the  community  has  changed  radically.  It  now  is 
in  the  midst  of  a  major  suburban-commercial  development.  No 
doubt  that  there  is  value  in  having  public  housing  near  such  an 
area.  But  I  could  see  very  easily  how  that  public  housing  could 
take  somewhere  in  the  neighborhood  of  maybe  15  to  25  acres  on 
the  corner  where  that  facility  is  located.  Maybe  knock  out  a  hun- 
dred facilities  and  use  the  money  to  build  200  or  500  down  the 
street. 

Have  you  ever  seen  the  use  of  that  kind  of  imagination  in  deal- 
ing with  properties  around  the  country? 

Mr.  Janis.  Yes.  There  are  proposals  that  do  that.  To,  in  effect, 
take  the  proceeds  and  be  able  to  reconstruct  public  housing  in  an- 
other location. 

Mr.  Lewis.  Quite  frankly,  I  am  thinking  about  leaving  it  right 
where  it  is.  You  knock  out  200  units,  build  500  on  the  other  side. 
There  is  the  land  to  do  it. 

Mr.  Janis.  There  also  are  proposals  to  thin  the  program  out. 

The  urban  renewal  revitalization  program,  HOPE  6  which  we 
talked  a  little  about,  is  a  program  to  get  at  the  most  distressed 
properties  in  the  country.  One  of  the  things  we  hope  to  do  is  to 
create  and  spur  housing  agencies  to  be  very  creative  in  redesigns, 
reuse  that  property.  And  not  be  boxed  in  with  thinking  of  public 
housing  as  old-style  public  housing. 

One  of  the  things  that  I  think  that  program  will  show  is  how  you 
can  thin  out,  how  you  can  reconfigure  properties  like  this,  how  you 
can  replace,  how  you  can  redesign  some  of  these  older  distressed 
properties  and  make  them  into  habitable,  very  liveable,  desirable 
locations. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 
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DEMOLITION  OF  PUBLIC  HOUSING  PROJECTS 

Mr.  Stokes.  You  sort  of  touched  on  my  next  question.  That  is, 
what  is  this  administration's  position  regarding  demoUtion  of 
public  housing  projects?  You  alluded  to  it  in  some  respects. 

Mr.  Janis.  I  would  have  the  same  reaction  and  same  response.  I 
really  think  there  are  certain  points  of  Federal  interest  in  terms  of 
assuring  that  the  housing  stock  is  not  displaced,  especially  assuring 
that  the  residents  of  public  housing  are  being  well  served  in  the 
process. 

I  cannot  overemphasize  enough  how  important  it  is  for  the  resi- 
dents of  the  development  who  are  being  affected  by  any  proposal  to 
be  involved  intimately  in  the  process  of  making  decisions  regarding 
where  they  live.  And  that  is  what  I  would  also  consider  as  part  of 
when  I  say  the  community  making  a  decision.  I  don't  think  it  is 
just  a  public  housing  executive  board  making  a  decision.  I  think  it 
is  the  community  of  public  housing  which  includes  the  residents  of 
that  development  making  that  decision. 

COMPAC  PROGRAM 

Mr.  Stokes.  An  appropriation  of  $265  million  is  requested  for 
fiscal  year  1994  to  provide  funds  for  the  new  Community  Partner- 
ships Against  Crime,  COMPAC,  program.  I  notice  the  Secretary  al- 
ready made  some  reference  to  this  program  in  response  to  a  ques- 
tion from  Mr.  Torres. 

This  amount  includes  $90  million  in  the  investment  portion  of 
the  budget.  This  new  program  is  to  replace  the  drug  elimination 
grants  program  and  requires  authorizing  legislation. 

When  does  the  Department  propose  to  submit  this  legislation  to 
the  Banking  Committee?  We  ask  this  because  the  drug  elimination 
program  is  authorized  for  1994,  and  we  cannot  fund  an  unauthor- 
ized program. 

Mr.  Secretary? 

Secretary  Cisneros.  We  are  working  with  the  committee  now, 
and,  hopefully,  we  can  get  a  discussion  with  the  authorizing  com- 
mittees so  that  we  can  move  immediately  on  it.  But  I  will  try  to  get 
you  a  more  specific  answer  this  afternoon. 

Mr.  Stokes.  All  right. 

Secretary  Cisneros.  Again,  this  is  a  program  that  we  feel  is  im- 
portant because  it  goes  beyond  the  drug  situation  alone  to  general 
security.  It  is  also  wider  in  that  it  is  not  just  improvements  like 
fences,  security  locks,  lights,  and  so  forth  which  the  tenants  are 
asking  for  but  also  youth  programs,  gang,  anti-crime  prevention  ef- 
forts in  housing. 

I  will  get  you  an  answer  by  this  afternoon  on  the  timetable  for 
asking  permission  from  the  authorizing  committees. 

Mr.  Stokes.  Also,  Mr.  Secretary,  once  authorized,  how  long  a 
period  of  time  do  you  estimate  it  would  take  before  the  rules  and 
regulations,  et  cetera,  would  be  in  place  and  the  program  ready  to 
operate?  As  you  know,  sometimes  it  takes  a  year  or  more  after  en- 
actment of  a  program  before  it  is  ready  to  operate.  We  appreciate  a 
response  to  that. 

Mr.  Janis.  Mr.  Chairman,  in  the  reinvented  HUD  we  will  do 
better  than  that.  We  would  have  the  rules  and  regulations  in  place. 
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hopefully,  within  90  days  and  be  able  to  move  the  money  in  this 
program  forward. 

SEVERELY  DISTRESSED  PUBLIC  HOUSING 

Mr.  Stokes.  The  Department  is  requesting  $483  million  for  the 
severely  distressed  public  housing  program  in  1994.  Funding  of 
$300  million  was  provided  in  1993  for  this  activity.  When  do  you 
anticipate  that  the  1993  grants  will  be  awarded  to  the  15  cities  se- 
lected? 

Mr.  Janis.  Our  goal  is  to  get  that  awarded  by  the  end  of  this 
fiscal  year. 

Mr.  Stokes.  What  additional  legislative  changes,  in  addition  to 
the  continuation  of  the  provision  of  community  services,  do  you 
propose  for  this  program? 

Mr.  Janis.  I  can  provide  that  for  the  record.  That  is  not  yet  com- 
pleted. We  are  working  on  a  list  of  proposed  changes  to  Section  24 
to  make  that  an  authorized  program  for  next  year. 

[The  information  follows:] 

Section  24  Changes 

The  proposed  amendments  to  Section  24,  "Revitalization  of  Severely  Distressed 
Public  Housing,"  and  to  Section  18,  "Demolition  and  Disposition  of  Public  Housing," 
are  now  being  formulated  by  the  Department.  Once  finalized,  we  will  be  able  to  pro- 
vide this  information  to  the  Committee.  The  changes  will  make  it  possible  to  oper- 
ate the  program  in  a  manner  consistent  with  the  Urban  Revitalization  Demonstra- 
tion program  conducted  in  fiscal  year  1993.  Proposed  changes  include  increasing  the 
planning  grant  dollar  cap,  requiring  community  service  activities  in  grant  applica- 
tions, and  clarifying  that  Section  24  funds  may  be  used  for  replacement  housing. 

Mr.  Janis.  I  might  add,  we  have  been  working  very  closely  with 
housing  agency  representatives  and  interest  group  representatives 
to  develop  that  list  of  proposed  changes  to  be  responsive  to  the 
housing  agencies  and  to  their  needs  and  the  need  to  address  their 
properties. 

Mr.  Stokes.  How  effective  would  this  program  be  without  a  pro- 
vision for  community  services? 

Mr.  Janis.  I  do  not  think  it  would  nearly  be  as  effective. 

The  problem  of  public  housing,  the  problem  of  severely  distressed 
public  housing,  the  problem  of  troubled  public  housing — in  many 
respects  you  can  look  at  it  narrowly,  as  a  housing  problem.  But  it 
is  not.  The  problem  exists  in  the  worst  conditions,  frankly,  and 
exists  in  some  of  our  most  critical  urban  areas  where  there  are 
problems  that  are  not  just  housing,  brick  and  mortar  problems. 
They  are  problems  of  social  and  economic  problems,  issues  that 
have  to  be  addressed.  I  think  we  have  to  address  the  isolation  not 
only  of  the  public  housing  developments  as  buildings,  but  the  isola- 
tion of  the  people  who  live  in  the  public  housing  developments. 

I  think  if  we  are  not  sensitive  to  that  and  only  look  at  brick  and 
mortar  we  will  only  address  a  very  small  part  of  the  real  problem. 
So  the  need  for  community  services  and  social  service  interface. 
And  economic  development  programs,  I  think,  are  critical  to  re- 
solve our  most  severe  public  housing  problems. 

Mr.  Stokes.  I  think  you  are  absolutely  right. 
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PUBLIC  HOUSING  OPERATING  SUBSIDIES 

The  Department  is  requesting  $2.5  billion  for  public  housing  op- 
erating subsidies  in  1994.  This  is  $238  million  above  the  1993  ap- 
propriation but  roughly  the  same  funding  level  as  in  1993  when  the 
$250  million  supplemental  is  considered.  Does  HUD  presently  be- 
lieve it  can  fund  100  percent  of  PFS  in  1993  and  fund  the  cost  of 
the  settlement  claims? 

Mr.  Janis.  Yes,  Mr.  Chairman.  The  settlement  claims  should  all 
be  paid  for  in  1993. 

The  1994  estimate  is  based  on  a  100  percent  estimate. 

Mr.  Stokes.  All  right. 

The  performance  funding  system  was  adopted  in  1974.  There 
have  not  been  any  significant  changes  in  the  funding  system  except 
for  insurance  costs  and  certain  utility  costs.  Does  this  administra- 
tion intend  to  do  anything  to  revise  the  PFS  formula? 

Mr.  Janis.  We  have  not  specifically  dealt  with  that.  The  straight 
answer  is,  there  is  nothing  on  the  program  right  now.  However,  as 
I  mentioned,  we  are  looking  at  reinventing  the  Department  and 
looking  at  all  of  the  Department's  programs  and  systems  and  re- 
quirements. We  are  also  looking  at  proposals  to  reform  the  public 
housing  program  to  make  it  more  efficient  and  effective. 

Looking  at  PFS,  I  would  say  it  would  be  on  the  agenda,  but  I 
could  not  say  at  this  point  what  the  Department  might  propose. 

Mr.  Stokes.  Does  this  administration  plan  to  revisit  the  issue  of 
the  additional  cost  of  employee  fringe  benefits  claimed  by  the 
PHAs? 

Mr.  Janis.  Yes,  I  believe  we  are  looking  at  that.  We  are  looking 
at,  really,  the  reasons  for  those  increases. 

Mr.  Lewis.  That  all  goes  hand  in  hand  with  universal  health 
care. 

Mr.  Janis.  Right. 

Mr.  Stokes.  The  administration  is  proposing  a  revision  to  the  va- 
cancy rule.  Similar  proposals  have  been  made  in  the  past  and  re- 
jected. Why  has  the  Department  proposed  something  that  has  been 
rejected  in  the  past? 

Mr.  Janis.  The  Department  is  still  concerned  about  the  number 
of  vacancies  that  exist  and  also  remains  concerned  about  the  equity 
of  providing  funding,  especially  to  those  vacancies  that  are  long- 
standing, which  probably  are  concentrated  in  locations  where  you 
have  an  entire  building  or  an  entire  development  that  is  vacant, 
and  full  operating  subsidies  have  been  provided. 

So  the  reason  for  this  is  a  continuing  concern  about  that  expendi- 
ture of  full  operating  subsidy. 

Mr.  Stokes.  Is  this  something  OMB  has  had  a  hand  in? 

Mr.  Janis.  Yes,  Mr.  Chairman. 

Mr.  Stokes.  Section  114  of  the  1992  Authorization  Act  provides 
that  "any  proposed  regulation  providing  for  amendment,  alter- 
ation, adjustment  or  other  change  to  the  performance  funding 
system  relating  to  vacant  public  housing  units  shall  be  issued  pur- 
suant to  a  negotiated  rule-making  procedure."  Tell  us,  why  is  HUD 
proposing  legislation  in  an  appropriations  bill  to  address  this  sub- 
ject and  not  pursuing  the  authorized  method  for  modifying  the  va- 
cancy rule? 
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Mr.  Janis.  Well,  that  is  being  pursued  in  order  to  effect  this 
change  that  is  being  requested  and  to  deal  with  the  previous  statu- 
tory language  that  required  negotiated  rule  making. 

Mr.  Lewis.  Let  me  ask  the  last  add-on  question,  Mr.  Chairman. 
Was  this  HUD's  idea  or  OMB's? 

Mr.  Janis.  I  would  say  that  it  originated  principally  in  OMB. 

Mr.  Lewis.  Thank  you. 

Mr.  Stokes.  Did  you  get  the  answer  you  thought  you  would? 

Are  there  additional  housing  questions  before  we  move  to  an- 
other section? 

Mr.  Torres.  I  have  none,  Mr.  Chairman. 
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Tuesday,  April  27,  1993. 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

WITNESSES 

ROBERT  P.  KALISH,  EXECUTIVE  VICE  PRESIDENT 

MICHAEL  J.  NAJJUM,  BUDGET  OFFICER 

MICHAEL  P.  DALY,  SPECIAL  ASSISTANT  TO  EXECUTIVE  VICE  PRESIDENT 

HENRY  G.  CISNEROS.  SECRETARY 

TERRENCE  R.  DUVERNAY,  DEPUTY  SECRETARY 

RICHARD    F.    LASNER,    ASSISTANT   GENERAL    COUNSEL    FOR   FINANCE, 
OFFICE  OF  INSURED  HOUSING  AND  FINANCE 

HERBERT  G.  PERSIL,  DEPARTMENTAL  BUDGET  OFFICER 

Mr.  Stokes.  We  now  move  to  the  Government  National  Mortgage 
Association,  Ginnie  Mae. 

Our  next  witness  is  Mr.  Robert  P.  Kalish,  Executive  Vice  Presi- 
dent, who  is  accompanied  by  his  associates. 

Mr.  Kahsh,  we  will  put  into  the  record  your  entire  formal  writ- 
ten statement. 

[The  information  follows:] 
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STATEMENT  OF 

ROBERT  P.  KALISH,  EXECUTIVE  VICE  PRESIDENT 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

Before  the 

HOUSE  AND  SENATE  APPROPRIATIONS  COMMITTEES 

Chairmen  Stokes,  Congressman  Lewis  and  members  of  the 
subcommittee.   I  am  pleased  to  be  here  before  you  to  discuss  the 
proposed  Budget  of  the  Government  National  Mortgage  Association 
for  FY  1994 . 

GNMA  continues  to  meet  its  programmatic  mission  of 
supporting  affordable  homeownership  in  America  by  providing  an 
efficient  link  between  the  capital  markets  and  residential 
mortgage  markets.   GNMA  also  continues  to  operate  profitably 
which  strengthens  its  financial  position  and  ability  to  meet  its 
future  obligations.   GNMA  supports  HUD's  primary  goal  of 
enhancing  the  opportunity  for  homewownership  for  low  and  moderate 
income  Americans. 

Operating  results  for  fiscal  year  1992  compared  favorably 
with  the  record  levels  of  the  previous  year.   GNMA's  revenues 
exceeded  expenses  by  $520  million  in  fiscal  year  1992,  as 
compared  to  $368  million  in  fiscal  year  1991.   Assets  increased 
by  $522  million  over  last  year  to  $3.2  billion,  primarily  as  a 
result  of  the  increase  in  GNMA  investments  in  U.S.  Government 
Securities.   Interest  earned  decreased  by  $15.9  million. 
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representing  a  decrease  in  interest  earnings  of  9  percent.   This 
decrease  in  interest  is  due  primarily  to  the  decline  in  the 
Treasury  securities  market. 

During  fiscal  year  1992,  GNMA  guaranteed  the  issuance  of 
securities  in  the  amount  of  $72.2  billion  bringing  the  total 
amount  of  securities  guaranteed  since  inception  of  the  program  to 
over  $758.9  billion.   However,  the  remaining  principal  balance  of 
the  securities  outstanding  at  the  end  of  the  fiscal  year  remained 
at  approximately  $422.5  billion  primarily  because  many  of  the 
loans  were  refinanced  through  conventional  financing.   GNMA 
assisted  approximately  1.135  million  American  families  to  buy  or 
refinance  their  homes  in  fiscal  year  1992.   Since  inception,  GNMA 
Mortgage -Backed  Securities  have  provided  financing  for  the 
purchase  or  refinancing  for  approximately  14.7  million  American 
families. 

GNMA  sold  mortgage  servicing  rights  on  $6  billion  of 
defaulted  portfolios  in  fiscal  year  1992,  leaving  approximately 
$8.3  billion  in  mortgages  portfolios  to  be  managed  and  accounted 
for.   These  portfolios  have  been  taken  over  by  GNMA  due  to 
failure  by  issuers  to  discharge  their  primary  payment  and 
guarantee  responsibilities  which  constitutes  a  default  by  the 
issuers  under  the  guaranty  agreement  between  the  issuers  and 
GNMA.   Other  actions  of  the  issuer  may  also  constitute  a  default 
under  the  guaranty  agreement.   Upon  default,  GNMA  generally  takes 
control  of  the  issuer's  portfolio  and  begins  to  discharge  its 
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responsibilities.   These  responsibilities  include  the  collection 
of  mortgage  payments  from  homeowners  and  the  payment  of  such 
amounts  to  security  holders. 

GNMA,  under  a  new  program,  expects  to  guarantee  REMIC 
securities  based  on  and  backed  by  single  class  securities 
guaranteed  by  GNMA.   A  REMIC  is  a  trust  composed  of  mortgage- 
backed  securities.   The  REMIC  trust  issues  pass-through 
securities  to  investors  and  elects  to  be  taxed  under  the  Real 
Estate  Mortgage  Investment  Conduit  (i.e.,  REMIC)  provisions  of 
federal  tax  law.   Virtually  all  REMICs  issued  will  be  multiple 
class  securities  with  different  maturities,  typically  between  2 
and  20  years.   This  multiple  class  characteristic  is  what  largely 
distinguishes  REMICs  from  single  class  MBS  of  the  kind  the  GNMA 
has  been  guaranteeing  since  1970.   Because  REMIC  securities  can 
be  more  closely  tailored  to  the  needs  of  different  investors,  the 
marketplace  normally  values  multiclass  REMIC  securities  more 
highly  than  a  comparable  set  of  single  class  MBS. 

GNMA  has  strengthened  its  financial  and  administrative 
systems  and  controls  to  increase  efficiency  in  its  operations, 
measure  risk  and  minimize  future  losses. 

For  fiscal  year  1994,  GNMA  requests  commitment  authority 
totalling  $85  billion.   This  compares  to  commitment  authority  of 
$77.7  billion  for  fiscal  year  1993  of  which  GNMA  expects  to  use 
approximately  $77.7  billion.   During  the  past  six  months. 
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however,  issuances  have  been  higher  th^t  expected.   GNMA  is 
monitoring  the  situation  closely  and  if  the  upward  trend 
continues  with  the  probability  that  remaining  commitment 
authority  for  fiscal  year  1993  will  be  insufficient,  GNMA  will 
provide  the  required  notice  to  the  Congress  pursuant  to  12 
U.S.C.,  Section  1721  and  initiate  corrective  action. 

Accordingly,  GNMA  believes  that  its  request  for  $85  billion 
in  commitment  authority  for  fiscal  year  1994  is  sound. 
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Mr.  Stokes.  If  you  have  any  remarks,  we  would  be  pleased  to 
take  them  at  this  time. 

Mr.  Kalish.  Thank  you,  Mr.  Chairman,  Congressman  Lewis, 
members  of  the  subcommittee.  I  am  very  pleased  to  be  here  before 
you  this  morning  to  discuss  the  1994  proposed  budget  of  the  Gov- 
ernment National  Mortgage  Association,  Ginnie  Mae. 

From  my  remarks,  I  would  like  to  make  a  comment  for  your  in- 
formation that  operating  results  for  Ginnie  Mae  for  fiscal  year 

1992  compare  favorably  with  the  record  levels  of  the  previous  year. 
Ginnie  Mae's  revenues  exceeded  expenses  by  $520  million  in  Fiscal 
Year  1992  as  compared  to  $368  in  fiscal  year  1991. 

If  you  have  any  questions,  I  would  be  glad  to  answer  them. 

Perhaps,  before  questioning,  I  would  like  to  introduce  on  my  left 
Mr.  Michael  Najjum,  the  Ginnie  Mae  Budget  Officer;  Mr.  Mike 
Daly,  Executive  Assistant  to  the  Executive  Vice  President;  and  Mr. 
Richard  Lasner,  Assisitant  General  Counsel  for  Ginnie  Mae. 

Mr.  Stokes.  Pleased  to  have  you  gentlemen  with  us  also. 

Mr.  Kalish,  the  1994  budget  requests  an  $85  billion  limitation  on 
guarantees  in  the  mortgaged-backed  securities  program.  That 
amount  is  $7.3  billion  more  than  the  1993  limitation.  The  justifica- 
tions indicate  that  Ginnie  Mae  expects  to  use  all  of  its  limitation  in 

1993  and  1994.  How  do  you  stand  against  the  1993  limitation? 

Mr.  Kalish.  Mr.  Chairman,  against  the  1993  limitation,  we  are 
considerably  ahead  of  it.  At  the  end  of  March,  which  is  approxi- 
mately the  half-year  point,  we  had  allocated  65  percent  of  the  limi- 
tation for  1993. 

As  you  probably  are  aware,  we  are  required  by  statute  to  notify 
the  appropriate  committees  at  any  time  we  feel  we  are  going  to 
exceed  the  limitation  for  that  particular  year  or  will  reach  75  per- 
cent of  such  limitation.  We  feel  we  are  very  close  to  75  percent,  ac- 
tually 65  percent.  We  will  exceed  and  have  in  process  the  documen- 
tation ready  to  come  over  here  to  request  supplemental  commit- 
ment authority.  That  request  now  is  being  processed  in  the  Secre- 
tary's office. 

Mr.  Stokes.  How  about  the  1993  limitation?  When  do  you  antici- 
pate you  will  use  up  the  entire  amount? 

Mr.  Kalish.  Well,  we  are  at  65  percent  now.  We  are  running,  I 
would  say,  at  about  $7  billion  a  month.  I  would  estimate  within  90 
days,  sir. 

Mr.  Stokes.  All  right. 

Last  year,  the  so-called  VA  no-bid  legislation  was  enacted.  A  few 
years  ago  Ginnie  Mae  had  requested  that  the  VA  not  increase  its 
use  of  VA  no-bids.  Does  Ginnie  Mae  currently  have  any  concerns 
about  the  VA  no-bid  legislation? 

Mr.  Kalish.  The  no-bid  situation  still  presents  a  problem  for 
Ginnie  Mae,  but  I  don't  think  a  major  one.  It  appears  that  the  no- 
bid  situation  was  not  as  serious  as  some  originally  thought,  and,  at 
this  time,  we  have  no  suggestions  regarding  the  VA  no-bid  legisla- 
tion. 

mobile  home  limitation 

Mr.  Stokes.  Ginnie  Mae  has  a  moratorium  on  new  issuers 
coming  into  the  mobile  home  program  until  the  program  can  be 
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formally  evaluated.  That  statement  has  been  in  the  justifications 
for  several  years  now.  Last  year,  you  said  you  hoped  to  complete 
the  evaluation  of  this  program.  What  is  the  outlook  for  lifting  the 
moratorium? 

Last  year,  Mr.  Hill  said  that  HUD  was  not  looking  to  get  out  of 
the  mobile  home  loan  program. 

Mr.  Kalish.  I  would  agree  with  Mr.  Hill's  statement  last  year. 
We  are  not  looking  to  get  out  of  the  mobile  home  loan  program. 
Actually,  Ginnie  Mae  is  guaranteeing  mobile  home  mortgage- 
backed  securities  at  a  rate  of  about  $30  million  a  month  right  now. 

In  response,  though,  to  your  earlier  question  about  the  evalua- 
tion; that  evaluation,  to  be  blunt,  has  not  been  completed,  and  the 
evaluations  that  have  been  done  to  date  have  not  been  that  satis- 
factory. 

The  mobile  home  loan  program  for  Ginnie  Mae  represents  a  sub- 
stantial financial  risk.  We  are  still  looking  at  it  with  hope,  with 
Mr.  Retsinas  now  coming  on  board  to  be  the  Federal  Housing  Com- 
missioner and  with  the  President  of  Ginnie  Mae  to  be  designated 
shortly,  that  the  mobile  home  issue  will  be  a  high-priority  issue 
with  the  new  administration. 

Mr.  Lewis.  Mr.  Chairman. 

Mr.  Stokes.  Yes,  Mr.  Lewis. 

Mr.  Lewis.  Could  I  interpose  here? 

Would  you  give  me  some  sense  for  how  the  mobile  home  program 
interrelates  with  what  is  now  described  as  manufactured  housing? 

Mr.  Kalish.  It  is  the  same  program. 

Mr.  Lewis.  You  consider  it  the  same? 

Mr.  Kalish.  We  used  to,  in  the  old  days,  refer  to  them  as  trail- 
ers, and  then  they  became  mobile  homes,  and  the  industry  prefers 
the  term  manufactured  housing.  It  is  the  same. 

Mr.  Lewis.  Interestingly  enough,  we  had  an  experiment  at  Fort 
Irwin,  the  national  training  center  for  the  Army  in  the  Southern 
California  Desert,  building  a  sizable  number  of  new  units  for  offi- 
cer personnel.  We  cut  that  budget  with  half  of  it  being  stick-built 
housing  and  the  other  half  being  manufactured  housing. 

At  this  moment,  almost  10  years  later,  the  manufactured  hous- 
ing is  every  bit  as  high  quality.  They  look  exactly  the  same,  and  it 
is  kind  of  an  incredible  experience.  And  there  is  a  difference  be- 
tween my  endless  numbers  of  mobile  home  facilities  and  what  now 
I  describe  as  manufactured  housing. 

Mr.  Kalish.  Well,  hopefully,  over  the  past  few  years  the  FHA 
has  implemented  standards  and  requirements  that  have  resulted  in 
the  type  of  structure  that  you  just  described. 

Mr.  Lewis.  It  is  interesting.  If  somebody  in  your  shop  is  looking 
at  those  questions,  I  would  like  to  hear  from  you. 

Mr.  Kalish.  Yes,  sir. 

Mr.  Stokes.  Mr.  Kalish,  is  there  any  way  to  design  a  mobile 
home  program  that  will  not  lose  significant  amounts  of  money? 

Mr.  Kalish.  Well,  we  have  been  trying  for  a  couple  of  years.  We 
think,  yes.  We  do.  We  have  some  ideas.  Our  ideas,  to  date,  have  not 
met  with  much  enthusiasm  by  others  in  the  Department,  and  of 
course,  in  the  industry,  but  we  want  to  keep  trying. 

There  is  no  doubt  about  the  need  for  a  mobile  home  segment  in 
HUD.  It  is  definitely  affordable  housing,  as  Congressman  Lewis 
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mentioned.  It  is  used  widely  by  the  military.  And  there  is  a  need 
for  it,  and  we  want  to  continue  the  program.  As  I  said,  we  still 
have  the  program.  It  amounts  to  about  $30  million  a  month. 

But  I  will  say  this.  The  program  right  now,  frankly,  consists  of 
one  company.  One  company  is  doing  80  percent  of  the  originations 
under  Ginnie  Mae  in  the  mobile  home  industry. 

Mr.  Lewis.  I  would  be  interested  in  that,  too. 

ADMINISTRATIVE  EXPENSES 

Mr.  Stokes.  An  appropriation  of  $8  million  is  proposed  to  fund 
administrative  expenses  in  1994.  The  IG  has  identified  Ginnie 
Mae's  asset  management  as  one  of  the  10  major  managerial  defi- 
ciencies in  HUD.  The  concern  has  been  that  Ginnie  Mae  relies  too 
much  on  contracted  subservicers  to  carry  out  its  responsibilities. 

How  can  Ginnie  Mae's  asset  management  and  monitoring  of  out- 
side contractors  be  improved  when  the  1994  budget  only  proposes 
an  increase  of  three  FTE  and  those  are  for  the  new  REMIC  pro- 
gram? 

Mr.  Kalish.  Mr.  Chairman,  the  problem  here  dates  back  a  few 
years  when  Ginnie  Mae  was  caught  unawares  in  1989  and  1990  by 
a  series  of  defaults  in  the  manufactured  housing  program,  the 
single-family  program,  and,  of  course,  the  multifamily  housing  pro- 
gram. The  multifamily — we  had  some  earlier  testimony  about  the 
problems  in  coinsurance.  We  inherited  some  of  that. 

At  one  point,  I  believe  in  1990,  Ginnie  Mae  had  acquired  portfo- 
lios in  all  three  programs  exceeding  $15  billion.  Ginnie  Mae  with  a 
staff  now  of  64 — then  it  was  11  less — was  in  no  condition  to  service 
$15  billion  in  mortgages  and  securities.  We  were  more  or  less  re- 
quired to  go  out  and  hire  contractors  known  as  subservicers 
through  competitive  bidding. 

At  one  time  in  the  single-family  area  alone,  we  had  in  excess  of 
22  of  these  contractors.  We  then  realized  that  it  was  almost  an  im- 
possible task  to  monitor  that  volume  of  contractors,  and  we  began 
consolidating.  We  issued  RFPs  for  what  we  called  master  subser- 
vicers so  that  we  would  have  just  a  few  companies  standing  by  to 
take  over  defaulted  portfolios  as  the  defaults  occurred. 

It  still  requires  a  considerable  amount  of  expertise  to  monitor 
these  contractors.  I  think,  through  training,  we  have  improved  our 
quality  of  monitoring.  Also,  we  have  in  effect  issued  an  RFP  and 
retained  a  large  accounting  firm  to  perform  compliance  reviews  of 
these  contractors.  A  number  of  those  reviews  have  now  been  com- 
pleted. Most  of  them  will  be  completed  by  the  end  of  1993. 

The  problem,  though,  really  has  diminished  because  of  our  ag- 
gressive sales  program.  The  15  billion  that  we  have  just  mentioned 
is  now  down  to  less  than  $6  billion,  and  one  way,  of  course,  to  di- 
minish the  problem  of  assets  management  is  to  sell  them.  We  have 
a  vigorous  sales  program.  We  are  selling  the  assets.  As  a  matter  of 
fact,  I  believe  at  the  beginning  of  1993  we  were  down  to  $8.3  bil- 
lion. During  1993,  we  either  have  sold  or  have  under  contract  to 
sell  an  additional  $2-plus  billion.  So  I  feel  the  asset  management 
issue  raised  by  the  IG  has  been  diminished  somewhat. 

There  will  always  be  default  in  our  program.  We  are  a  guaranty 
company.  We  will  always  have  portfolios  that  we  will  have  to  take 
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over.  I  think  the  volume — the  volume  that  we  saw  in  1989  and 
1990,  hopefully,  we  will  never  see  again. 

Mr.  Stokes.  Mr.  Kalish,  what  is  the  request  of  OMB  for  Ginnie 
Mae's  administrative  expenses  in  both  dollars  and  FTE? 

Mr.  Kalish.  May  I  refer  to  my  budget  officer? 

For  1994,  the  request  was  for  $8,038,000.  For  1993,  it  was 
$6,936,000. 

Mr.  Stokes.  And  FTE? 

Mr.  Kaush.  It  was  68  in  1993.  And  this  year,  72.  That  is  the  esti- 
mate for  1994's  budget,  72. 

REMIC  STAFFING 

Mr.  Stokes.  Now,  as  just  mentioned,  the  increase  of  three  FTE  in 
1994  is  to  support  the  Real  Estate  Mortgage  Investment  Conduit — 
REMIC — program.  What  were  the  assumptions  that  led  to  the  de- 
termination to  ask  for  three  FTE  to  manage  the  REMIC  program? 

Mr.  Kaush.  I  will  say  this.  We  did  ask  for  three  FTE  to  assist  in 
the  management  of  the  REMIC  program.  There  were  additional 
FTE  that  we  are  asking  for  that  will  not  be  actually  attached  to 
the  REMIC  initiative  but  will  be  in  the  contracting  area  and  will 
assist  us  in  contract  administration. 

In  the  REMIC  program,  what  we  intend  to  do  is  considerable  out- 
sourcing. The  program  will  be  run  by  Ginnie  Mae  but  with  the 
help  of  law  firms,  with  the  help  of  underwriters  and  with  the  help 
of  accounting  firms,  all  chosen  through  the  Government  procure- 
ment process. 

Our  problem  in  Ginnie  Mae  is  to  get  the  expertise  either  by 
training  or  by  hiring  these  four  FTEs  who  will  assist  us  in  the  con- 
tract administration  aspect.  We  must  be  able  to  administer  the  con- 
tracts that  we  are  going  to  execute  by  the  Federal  procurement 
process. 

Mr.  Stokes.  The  justification  indicates  that,  beginning  in  fiscal 
year  1994,  Ginnie  Mae  will  make  direct  payment  from  program- 
matic funds  for  third-party  ADP  charges  of  $2  to  $3  million  instead 
of  charging  such  costs  to  administrative  expense  limitation.  Why 
has  the  Department  proposed  to  shift  these  third-party  ADP  costs 
to  direct  charges  against  program  funds  instead  of  paying  them  out 
of  the  salaries  and  expense  account? 

Mr.  Kaush.  I  would  like  to  refer  to  the  budget  officer,  if  I  may. 

Mr.  Najjum.  The  reason,  Mr.  Chairman,  is  that  we  have  found, 
in  going  through  the  Department,  there  were  certain  limitations  on 
funding  of  automated  data  processing  systems. 

GNMA  and  HUD  decided  that  HUD  already  has  the  contracts  in 
place  to  design  the  systems  that  GNMA  would  need  to  handle  the 
programmatic  needs.  The  way  to  fund  these  services  was  a  direct 
programmatic  expense.  The  Department  would  manage  the  con- 
tracts. The  Department  would  award  the  contracts. 

Mr.  Stokes.  Who  will  control  the  amount  of  charges  placed 
against  the  Ginnie  Mae  fund  for  such  ADP  costs?  Again,  this  ap- 
pears to  simply  be  a  way  of  reducing  the  amount  of  salaries  and 
expenses  costs  that  are  counted  in  the  bill  without  reducing  the 
actual  cost  to  the  government.  Do  you  agree? 
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Mr.  Najjum.  Yes.  It  would  alleviate  part  of  the  problem  of  our 
not  having  the  FTEs  available  to  develop  or  manage  a  contractor 
to  develop  the  system  ourselves.  It  does  generate  a  cost  to  the  Gov- 
ernment. This  allows  us  to  use  the  Department's  FTEs  in  the  data 
processing  areas  as  monitors. 

Mr.  Persil.  Mr.  Chairman,  may  I  also  add  something? 

Mr.  Stokes.  Certainly. 

Mr.  Persil.  There  is  a  distinction  between  that  kind  of  contract 
and  ordinary  ADP  services.  As  in  the  FHA  funds,  there  are  certain 
types  of  things  that  are  done  in  ADP  that  are  operational  in  char- 
acter. That  is  to  say,  they  are  in  direct  support  of  the  program 
itself  rather  than  doing  something  to  support  what  the  staff  does. 

This  Ginnie  Mae  contract  that  you  are  speaking  of  may  admit- 
tedly be  somewhat  at  the  margin,  but  we  have  dealt  with  it  as  an 
operational  type  of  contract. 

Mr.  Stokes.  Thank  you. 

Mr.  Lewis,  anything  further? 

Mr.  Lewis.  Not  really,  Mr.  Chairman. 

I  am  curious  about  the  subservices  that  involves  dealing  with 
this  outstanding  portfolio.  Are  these  contractors  similar  to  that 
portion  of  the  mortgage  banking  industry  that  handles  servicing 
and  foreclosures  in  some  cases? 

Mr.  Kalish.  Yes,  sir.  They  are  all  approved  Ginnie  Mae  issuers, 
and  they  are,  for  the  most  part,  mortgage  banking  institutions. 

Mr.  Lewis.  They  are.  Thank  you. 

Mr.  Stokes.  Mr.  Torres? 

Mr.  Torres.  Mr.  Chairman,  it  has  been  adequately  explained.  I 
appreciate  it,  and  I  pass. 

Mr.  Stokes.  All  right.  This  completes  questions  for  Ginnie  Mae, 
and  we  will  move  into  another  area  this  afternoon.  So  at  this  time 
I  think  this  might  be  a  good  time  for  us  to  recess  until  2:00  p.m. 
this  afternoon. 

Mr.  Kalish.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Thank  you. 

[Recess.] 

Afternoon  Session 

Mr.  Stokes.  The  committee  will  come  to  order. 

Mr.  Secretary,  I  appreciate  you  providing  some  additional  infor- 
mation for  us  from  your  statement  this  morning  regarding  the 
status  of  the  COMPAC  legislation.  I  appreciate  your  following 
through  on  that. 

Secretary  Cisneros.  Sure. 


Tuesday,  April  27,  1993. 
COMMUNITY  PLANNING  AND  DEVELOPMENT 

WITNESSES 

DON  I.  PATCH.  ACTING  DEPUTY  ASSISTANT  SECRETARY  FOR  GRANT  PRO- 
GRAMS 

MARK  C.  GORDON,  DEPUTY  ASSISTANT  SECRETARY  FOR  OPERATIONS 

JACQUIE  M.  LAWING,  DEPUTY  ASSISTANT  SECRETARY  FOR  ECONOMIC 
DEVELOPMENT 

SYLVESTER  C.  ANGEL,  DIRECTOR,  OFFICE  OF  TECHNICAL  ASSISTANCE 

RICHARD  H.  BROWN,  DIRECTOR,  OFFICE  OF  ENVIRONMENT  AND  ENERGY 

DAVID  COHEN,  DIRECTOR,  OFFICE  OF  AFFORDABLE  HOUSING  PRO- 
GRAMS 

JAMES  N.  FORSBERG,  DIRECTOR,  OFFICE  OF  SPECIAL  NEEDS  ASSIST- 
ANCE PROGRAMS 

ROY  O.  PRIEST,  DIRECTOR,  OFFICE  OF  ECONOMIC  DEVELOPMENT 

JO  ANN  W.  STANTON,  DIRECTOR,  OFFICE  OF  MANAGEMENT 

JAMES  R.  BROUGHMAN,  DIRECTOR,  ENTITLEMENT  COMMUNITIES  DIVI- 
SION 

RICHARD  KENNEDY,  DIRECTOR,  STATE  AND  SMALL  CITIES  DIVISION 

STEPHEN  OLIVER,  DIRECTOR,  BUDGET  DIVISION 

HENRY  G.  CISNEROS,  SECRETARY,  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

TERRENCE  R.  DUVERNAY,  DEPUTY  SECRETARY,  DEPARTMENT  OF  HOUS- 
ING AND  URBAN  DEVELOPMENT 

VINCENT  R.  LANDAU,  ASSISTANT  GENERAL  COUNSEL  FOR  BLOCK 
GRANTS 

HERBERT  G.  PERSIL,  DEPARTMENTAL  BUDGET  OFFICER,  DEPARTMENT 
OF  HOUSING  AND  URBAN  DEVELOPMENT 

Mr.  Stokes.  We  will  now  go  to  Community  Planning  and  Devel- 
opment. Mr.  Don  Patch,  the  Acting  Deputy  Assistant  Secretary  for 
Grant  programs  is  here. 

Mr.  Patch,  we  are  pleased  to  have  you  with  us  this  afternoon.  We 
will  make  your  statement  a  part  of  the  record  at  this  point  in  its 
entirety. 

You  are  accompanied  by  several  associates? 

Mr.  Patch.  Yes,  Mr.  Chairman. 

Mr.  Stokes.  Would  you  like  to  introduce  them  and  if  you  have 
any  additional  remarks  you  would  like  to  make,  we  will  entertain 
those  for  the  record  at  this  time. 

Mr.  Patch.  Thank  you,  Mr.  Chairman.  Just  raise  your  hands, 
folks:  Mark  Gordon,  Deputy  Assistant  Secretary  for  Operations; 
Jacquie  M.  Lawing,  Deputy  Assistant  Secretary  for  Economic  De- 
velopment; Sylvester  Angel,  Director,  Office  of  Technical  Assist- 
ance; Richard  Broun,  Director,  Office  of  Environment  and  Energy; 
Dave  Cohen,  Director,  Office  of  Affordable  Housing  Programs; 
James  Forsberg,  Director,  Office  of  Special  Needs  Assistance  Pro- 
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grams;  Roy  Priest,  Director,  Office  of  Economic  Development;  Jo 
Ann  Stanton,  Director,  Office  of  Management;  James  Broughman, 
Director,  Entitlement  Communities  Division;  Richard  Kennedy,  Di- 
rector of  our  State  and  Small  Cities  Division;  Steve  Oliver,  Direc- 
tor, Budget  Division. 

The  gentleman  to  my  right  I  guess  I  don't  have  to  introduce. 

Mr.  Stokes.  I  think  we  know  the  gentleman.  Thank  you.  We  are 
pleased  to  welcome  all  of  you  before  the  subcommittee  this  after- 
noon. 

Mr.  Secretary? 

Secretary  Cisneros.  Yes  sir.  I  indicated  to  you  before  the  recess 
that  there  were  a  couple  of  appropriation  amendments  that  I 
wanted  to  take  up  at  some  point.  I  am  not  suggesting  this  would  be 
the  appropriate  time  but  at  some  point  I  want  to  reserve  a  block  of 
time  to  discuss  with  you  and  the  committee  members  and  staff  sev- 
eral amendments  related  to  ways  that  we  can  improve  upon  the 
things  that  you  have  been  pressing  us  to  do. 

I  have  taken  your  points  to  heart,  and  we  have  gone  back  to  the 
Department  and  talked  with  OMB  over  the  telephone  and  obtained 
permission  to  make  some  appropriation  changes  that  I  think  en- 
hance our  abilities  to  do  some  of  the  things  we  have  been  talking 
about  here,  whenever  you  deem  appropriate. 

Mr.  Stokes.  At  the  appropriate  time,  we  will  recognize  you  for 
that  purpose. 

Secretary  Cisneros.  Thank  you. 

Mr.  Stokes.  Mr.  Patch,  any  additional  remarks  you  want  to 
make  over  and  above  for  the  record? 

Mr.  Patch.  No,  thank  you,  Mr.  Chairman. 

[The  information  follows:] 
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statement  of  Don  I .  Patch 

Acting  Deputy  Assistant  Secretary  for  Grant  Programs 

Before  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies 

of  the  House  Committee  on  Appropriations 

April  1993 


Mr.  Chairman  and  Members  of  the  Committee; 

I  eon  pleased  to  appear  before  you  to  discuss  the  1994  Budget 
proposals  for  Community  Planning  and  Development. 

Community  Development 

The  Community  Development  Block  Grant  Program  (CDBG)  is 
designed  to  address  local  priorities  and  to  assist  a  broad  range 
of  activities  including  housing,  infrastructure,  economic 
development,  and  public  services.   We  have  requested  an 
appropriation  of  $4,224  million  for  1994  for  CDBG.   This  amount 
represents  baseline  funding  of  $4,134  million  plus  additional 
investment  funding  of  $90  million.   The  bulk  of  these  funds  will 
be  allocated  by  formula  to  cities,  urban  counties  and  States. 
One  percent  of  the  appropriation  ($42.2  million)  would  be 
allocated  for  Indian  tribes  and  $60  million  will  be  allocated  for 
Special  Purpose  Grants.   Further,  $5  million  is  requested  for  the 
John  Heinz  Neighborhood  Development  Program.   The  balance  of 
funds  ($15  million)  will  be  used  to  fund  the  Early  Childhood 
Development  program.   The  $10  million  increase  in  funding  for 
this  latter  activity  over  the  $5  million  provided  in  recent  years 
is  primarily  to  expand  this  assistance  to  homeless  families. 
Currently,  the  program  serves  families  in  public  housing 
developments . 

In  addition,  the  Budget  proposes  a  1993  transfer  of 
$40  million  to  CDBG,  from  the  $100  million  appropriated  in  the 
1992  Dire  Emergency  Supplemental  Appropriations  Act 
(P.L.  102-368)  for  Public  Housing  disaster  assistance,  to  be  used 
for  selected  disaster  assistance  activities  related  to 
Presidentially  declared  disasters.   Finally,  the  Section  108  CDBG 
Loan  Guarantee  Program  commitment  limitation  is  proposed  at  the 
$2,054  million  baseline  in  1994. 

HOME 

The  Budget  proposes  total  funding  of  $1.6  billion  for  the 
HOME  Investment  Partnerships  Program  in  1994.   This  amount 
reflects  baseline  funding  of  $1,089  million  plus  additional 
investment  funding  of  $511  million.   In  addition,  the  1994  Budget 
proposes  a  1993  transfer  of  the  balance  of  $60  million  from  the 
$100  million  already  appropriated  in  P.L.  102-368  for  Public 
Housing  to  be  used  instead  under  the  HOME  progrcun.   Together  with 
the  $60  million  previously  enacted  for  HOME  in  P.L.  102-368,  this 
transfer  would  provide  a  total  of  $120  million  to  assist  disaster 
victims  located  in  areas  impacted  by  Hurricane  Andrew,  Hurricane 
Iniki  and  Typhoon  Omar. 
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The  BOMS  progreun  allows  participating  jurisdictions  to 
choose  from  a  wide  range  of  housing  activities — from 
rehabilitation  to  rental  assistance  for  tenants — which  best  meet 
their  needs.   With  both  the  statutory  simplifications  resulting 
from  the  Housing  and  Community  Development  Act  of  1992,  as  well 
as  the  regulatory  simplifications  which  the  Department  will 
publish  soon,  the  HOME  progreun  is  now  a  much  more  flexible  tool 
for  all  those  involved  in  improving  housing. 

The  Department  has  moved  quickly  to  develop  the  regulations 
to  implement  remaining  changes  to  the  program  resulting  from  the 

1992  Act.   In  addition,  the  regulations  contain  many 
simplifications  which  are  within  the  Department's  administrative 
discretion.   These  changes  will  increase  flexibility  in  HOME 
program  implementation  and  accelerate  the  use  of  funds.   Other 
actions  have  been  taken  to  improve  understanding  of  the  program, 
including  issuing  a  notice  on  environmental  review  requirements 
under  the  HOME  program  and  highlighting  exemptions  and  options 
already  available  to  jurisdictions.   Three  model  programs  have 
been  issued,  and  several  more  are  close  to  being  available  to 
participating  jurisdictions  as  guides 

for  how  the  program  can  be  used. 

Mr.  Chairman,  clearly  much  remains  to  be  done  to  improve  the 
national  rate  of  the  use  of  these  funds.   However,  I  eun  pleased 
to  report  that  the  percentage  of  funds  committed  to  projects  has 
increased  to  nearly  10  percent,  compared  to  the  4  percent  when 
Secretary  Cisneros  beceuae  Secretary.   There  are  also  several 
jurisdictions  which  are  excelling  in  implementing  their  programs. 
Twenty  six  participating  jurisdictions  have  committed  more  than 
half  of  their  1992  funds,  with  the  top  performer  having  committed 
95  percent  of  its  funds.   It  is  the  Department's  firm  objective 
to  achieve  the  investment  opportunities  this  program  can  provide, 
to  make  this  program  a  genuinely  effective  housing  tool  for  all 
participating  communities . 

Homeless  Programs 

This  Administration,  and  certainly  Secretary  Cisneros,  is 
committed  to  reducing  homelessness  in  this  country.   One 
indicator  of  this  commitment  is  the  overall  increase  in  funds 
requested  for  HUD's  homeless  assistance  progreuns  over  last  year's 
level.   The  1994  request  for  HUD's  NcKinney  Act  homeless 
assistance  prograun  is  $752.9  million,  a  32  percent  increase  over 

1993  appropriations.   The  Budget  also  includes  $102.7  million  for 
Housing  Opportunities  for  Persons  with  AIDS,  a  progrcun  that 
assists  in  homeless  prevention. 
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An  appropriation  of  $320  million  is  requested  for  the 
Supportive  Housing  Program.   This  amount  reflects  baseline 
funding  of  $154  million  plus  a  $166  million  investment 
initiative.   This  newly  revised  program  was  authorized  by  the 
Housing  and  Community  Development  Act  of  1992.   It  combines  the 
previous  transitional  and  permanent  housing  components  of  the 
Supportive  Housing  Demonstration  Program  as  well  as  incorporating 
elements  of  the  former  SAFAH  program.   The  proposed  investment 
funding  would  provide  additional  supportive  housing  and 
would  allow  funding  of  two  new  initiatives  authorized  in  the  1992 
Act-Safe  Havens  and  Rural  Homeless.   The  Budget  proposes  to  make 
up  to  $50  million  of  the  1994  appropriation  available  for  "Safe 
Havens"  demonstrations,  including  any  activities  described  in 
Subtitle  D  of  Title  IV  of  the  McKinney  Act.   In  addition,  up  to 
$20  million  will  be  made  available  for  rural  homeless  assistance 
projects,  including  any  eligible  activities  described  in 
Subtitle  G  of  Title  IV.   Funding  these  two  initiatives  within  the 
Supportive  Housing  funding  request  will  ensure  that  mentally  ill 
homeless  persons  living  on  the  streets  and  homeless  persons  in 
rural  areas  will  benefit  from  the  proposed  increase  in  homeless 
funding.   The  inclusion  of  these  two  programs  within  Supportive 
Housing  and  the  substantial  increase  in  the  Supportive  Housing 
budget  reflects  the  Administration's  policy  that  homelessness 
must  be  addressed  in  a  holistic  manner. 

The  Department  proposes  to  fund  Emergency  Shelter  Grants, 
Shelter  Plus  Care,  Section  8  Moderate  Rehabilitation  (Single  Room 
Occupancy) ,  and  Housing  Opportunities  for  Persons  with  AIDS  at 
the  baseline  in  1994. 

Opportunities  for  Youth;  Youthbuild 

The  Budget  proposes  a  direct  appropriation  of  $48  million 
for  Youthbuild  in  1994.   This  amount  reflects  baseline  funding  of 
$18.5  million  plus  additional  investment  funding  of 
$29.5  million.   The  Youthbuild  program  is  an  investment  in  the 
future  of  disadvantaged  youth  who  have  dropped  out  of  school. 
These  young  adults  lack  education,  job  skills  and  supportive 
services  available  to  higher  income  persons.   The  program  will 
provide  education  leading  to  high  school  equivalency  (GED)  as 
well  as  job  skills  in  the  construction  industry.   The  youth  will 
receive  on-site  construction  experience  under  trained 
supervision;  and,  the  housing  site  is  targeted  to  low-  and  very 
low-income,  and  homeless  persons.   An  investment  in  these  youth 
who  are  ex-offenders,  homeless  persons,  and  socially  and 
economically  disadvantaged  will  help  to  keep  them  out  of  trouble, 
make  them  tax  paying  citizens  that  provide  service  and  example  to 
their  community,  as  well  as  increasing  the  supply  of  needed 
housing  for  homeless  persons  and  members  of  low-  and  very  low- 
income  fcimilies. 
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HOPE  Grants 


Within  the  Department's  appropriation  request  of 
$109  million  for  the  HOPE  ( Homeownership  and  Opportunity  for 
People  Everywhere)  Grants  Program  in  1994,  an  estimated 
$40  million  will  be  for  HOPE  3  -  Single  Family  Homeownership, 
which  is  administered  by  CPD.   This  HOPE  program  creates 
homeownership  opportunities  primarily  in  vacant  single  family 
properties  (1-4  units)  held  by  Federal,  State  or  local  agencies. 
HOPE  3  grants  are  made  to  private  nonprofit  agencies,  cooperative 
associations,  and  public  agencies  working  cooperatively  with 
private  nonprofit  agencies  to  acquire  properties  and  make  them 
ready  for  sale  to  low-income  buyers,  or  to  finance  a  low-income 
direct  purchase  and  rehabilitation  of  eligible  properties. 

Staffing 

We  are  proposing  a  staffing  level  of  1,022  full-time 
equivalent  employment  —  a  decrease  of  23  from  the  current  1993 
estimate  of  1,045. 

Conclusion 

Mr.  Chairman,  that  concludes  my  opening  remarks.   I  will  be 
happy  to  answer  any  questions  that  you  might  have. 
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COMMUNITY  DEVELOPMENT  GRANTS 

Mr.  Stokes.  You  are  requesting  $4.2  billion  for  the  Community 
Development  Grants  program  in  1994.  This  includes  $90  million  re- 
quested as  part  of  the  investment  package.  Language  is  proposed  to 
earmark  $60  million  of  the  1994  funds  for  special  purpose  grants 
pursuant  to  Section  107.  Several  new  programs  have  been  added  to 
this  category. 

What  size  grants  does  the  Department  plan  under  the  new  Joint 
Community  Development  program? 

Mr.  Patch.  This  program  we  are  just  in  the  process  of  developing 
rules.  I  don't  know  what  the  anticipated  demand  will  be  for  the 
first  round  of  approvals  on  this. 

Let  me  ask  Syl  Angel,  do  you  have  any  estimate  of  what  the  av- 
erage size  grant  will  be? 

Mr.  Angel.  No.  I  only  know  that  every  university  in  the  country 
has  expressed  an  interest  in  the  program. 

Mr.  Stokes.  They  will  take  almost  any  size  grant,  I  suppose. 

How  much  of  the  $6  million  available  in  1993  for  the  Joint  Com- 
munity Development  program  will  go  to  institutions  of  higher  edu- 
cation? 

Mr.  Patch.  I  would  imagine  the  bulk  of  it. 

Mr.  Stokes.  How  high  of  a  priority  is  the  $15  million  requested 
for  the  Regulatory  Barrier  Removal  program? 

Mr.  Patch.  I  would  expect  that  we  would  be  able  to  get  a  rule 
out  this  summer. 

Mr.  Stokes.  How  high  of  a  priority  is  the  new  Community  Out- 
reach program  for  which  you  are  requesting  $7.5  million? 

Mr.  Patch.  We  expect  to  put  out  a  NOFA  in  order  to  get  funds 
out  on  the  street  by  this  summer,  late  summer. 

Mr.  Stokes.  By  that,  you  mean  when? 

Mr.  Patch.  I  would  say  August.  This  is  a  research  program  and 
it  would  be  useful  if  they  could  get  the  money  working  in  the  uni- 
versities this  fall. 

CDBG  MONITORING 

Mr.  Stokes.  The  Inspector  General  has  suggested  that  CDBG 
monitoring  is  ineffective  and  as  such  drains  staff  resources  from 
other  vital  areas. 

Do  you  agree  with  the  IG's  contentions? 

Mr.  Patch.  The  IG  has  been  a  very  helpful  communicator  with 
us  over  the  years.  I  disagree  with  that  particular  observation.  I 
think  monitoring  serves  several  very  useful  purposes.  It  helps  us 
play  the  role  of  cop  as  well  as  the  role  of  social  worker.  We  get  out 
and  see  what  is  happening.  We  can  often  steer  communities  to  do  a 
better  job  rather  than  steering  them  down  the  wrong  pathway 
toward  audit  findings. 

Mr.  Stokes.  Why  do  you  think  he  said  it  was  ineffective? 

Mr.  Patch.  I  think  given  the  vast  array  of  activities  eligible  in 
the  Block  Grant  program  and  the  large  number  of  grantees  with 
varying  capacity,  the  very  substantial  amount  of  money  that  goes 
out  to  subrecipients,  nearly  35  percent  of  that  goes  to  local  jurisdic- 
tions and  are  passed  through  to  nonprofits  and  for-profits  and 
other  institutions. 
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Given  that  wide  range  of  players  using  block  grant  funds,  there 
is  obviously  going  to  be  slippage  and  mistakes  made  and  the  IG  has 
been  quite  good  at  picking  up  where  we  have  gone  wrong.  I  believe 
that  without  monitoring,  you  have  a  lot  more  errors  in  this  pro- 
gram at  the  local  level. 

TRANSFERS  OF  DISASTER  FUNDS  TO  CDBG 

Mr.  Stokes.  The  Department  is  proposing  that  $40  million  of  the 
$100  million  appropriated  last  year  in  the  Disaster  Supplemental 
Appropriations  Act  for  public  housing  be  transferred  to  CDBG.  Tell 
us  why  should  these  public  housing  funds  be  transferred  to  CDBG? 

Mr.  Patch.  I  believe  the  understanding  that  was  arrived  at  be- 
tween the  administration  and  the  Congress  at  that  time  was  the 
public  housing  development  funds  would  not  fill  the  need  as  appro- 
priately as  a  nexus  of  assistance  that  would  include  part  block 
grant  flexible  funding  and  part  HOME  funding  with  granting  the 
Secretary  the  authority  to  waive  provisions  of  the  HOME  program 
that  might  impede  prompt  delivery  of  disaster  assistance.  Also  the 
more  flexible  use  of  Federal  funds  in  the  recovery  operation  was 
something  that  was  strongly  indicated  by  the  affected  victims  and 
communities  in  Florida  and  other  areas  affected  by  those  disasters. 

Mr.  Stokes.  Is  it  the  position  of  the  Department  that  community 
development  activities  in  disaster  areas  is  a  greater  need  than 
housing? 

Mr.  Patch.  Very  often  in  disaster  situations,  you  will  have  the 
influx  of  dollars  from  insurance  premiums  for  rebuilding.  You  will 
have  State  and  local  governments  active  in  rebuilding  the  physical 
structure,  but  observers  of  disaster  situations  and  the  recovery  ef- 
forts at  times  have  often  noted  the  need  for  increased  social  serv- 
ices, for  increased  assistance  for  other  than  the  physical  restructur- 
ing of  the  damaged  environment  and  I  think  that  the  Florida  case 
is  a  classic  example  of  that. 

USE  OF  1990  CENSUS  DATA 

Mr.  Stokes.  Mr.  Patch,  Section  813  of  the  1992  Authorization  Act 
prohibits  the  use  of  1990  Census  data,  except  for  poverty  and  popu- 
lation, until  the  new  Census  data  can  be  reviewed  and  properly 
weighted.  This  limitation  applies  to  1993  funds.  Does  the  Depart- 
ment plan  to  utilize  1990  Census  data  in  the  distribution  formula 
for  CDBG  in  1994? 

Mr.  Patch.  My  understanding  is  that  will  be  the  case.  Of  course 
the  issue  will  be  discussed  at  some  length  when  the  Department 
issues  its  report  on  studying  the  various  elements  that  go  into  the 
block  grant  program  formula.  That  will  be  coming  out  later  this 
summer. 

Mr.  Stokes.  How  will  implementation  of  final  Census  data 
change  the  distribution  of  CDBG  funds  in  1994?  For  instance,  tell 
me  how  it  will  affect  a  city  like  Cleveland. 

Mr.  Patch.  I  would  have  to  know  the  housing,  private  housing 
situation  and  that  data  has  not  been  made  available  to  us  yet  to 
the  best  of  my  knowledge.  We  will  be  receiving  it. 

Mr.  Stokes.  Can  you  provide  it  for  the  record? 
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Mr.  Patch.  I  think  we  can  get  it  from  the  Census  within  the  next 
few  weeks. 

Mr.  Stokes.  I  will  ask  you  then  to  provide  it  for  the  record. 
Mr.  Patch.  Certainly. 
[The  information  follows:] 

Impact  of  Census  Housing  Data  on  CDBG  Allocations 

The  fiscal  year  1993  CDBG  allocations  used  1990  population  and  poverty  data.  The 
overcrowded  housing  and  pre-1940  housing  factors  continued  to  be  from  the  1980 
Cenus.  When  the  1990  housing  data  is  substituted  for  these  two  data  elements, 
about  one-quarter  of  the  entitled  communities  gain  or  lose  more  than  10  percent. 
Cleveland  is  not  in  this  group;  its  grant  should  be  about  the  same  as  the  actual 
fiscal  year  1993  grant  when  the  addition  of  1990  housing  data  are  included.  In  1993, 
Cleveland's  allocation  is  $30.3  million. 

There  will  be  an  increase  in  the  number  of  entitled  communities  for  fiscal  year 
1994.  The  final  entitlement  configuration  has  not  been  set,  so  estimates  for  fiscal 
year  1994  are  not  yet  available. 

Mr.  Stokes.  The  1992  and  1993  Appropriations  Acts  contained 
$500,000  each  year  for  an  Integrated  Database  program.  Page  A-8 
of  the  justification  indicates  that  the  1992  appropriation  of  $500,000 
was  not  obligated  in  1992.  Why  were  these  funds  not  obligated  for 
the  Integrated  Database  program? 

Mr.  Patch.  We  have  been  in  the  process  of  negotiating  with  the 
Population  and  Marketing  Center  in  Pennsylvania.  We  have  com- 
pleted the  negotiations  for  1992  funds.  Our  Office  of  Inspector  Gen- 
eral is  now  conducting  an  audit  of  this  organization  to  make  sure 
that  it  is  capable  of  meeting  all  the  administrative  and  accounting 
requirements  mandated  by  0MB.  This  is  standard  for  new  require- 
ments of  HUD  funds. 

As  soon  as  the  audit  is  completed,  we  will  expect  to  obligate  the 
funds  and  start  the  negotiations  on  the  1993  money. 

Mr.  Stokes.  Is  there  a  problem  in  obligating  both  the  1992  and 
1993  funds  for  this  program  in  fiscal  year  1993? 

Mr.  Patch.  I  would  imagine  that  we  can  accomplish  both  by  the 
end  of  the  summer. 

section  108  LOAN  GUARANTEES 

Mr.  Stokes.  The  1993  Appropriations  Act  provided  $2  billion  for 
the  Section  108  Loan  Guarantee  program,  with  $1.7  billion  contin- 
gent upon  the  enactment  of  authorizing  legislation. 

What  has  been  the  total  commitment  to  date  in  1993  for  the  Sec- 
tion 108  program? 

Mr.  Patch.  For  1993,  $148  million,  as  I  recall. 

Mr.  Stokes.  Does  the  Department  anticipate  that  the  entire  $2 
billion  for  the  108  Loan  Guarantee  program  will  be  committed  in 
1993? 

Mr.  Patch.  Highly  unlikely,  Mr.  Chairman. 

Mr.  Stokes.  How  much  of  the  limitation  do  you  estimate  will  be 
utilized  in  1993? 

Mr.  Patch.  My  guess  would  be  between  $350  million  and  $500 
million.  Normally  the  bulk  of  our  applications  are  received  in  the 
last  quarter  of  any  fiscal  year.  This  fiscal  year  we  have  already 
gotten  in  the  pipeline  and  will  have  approved  within  the  month 
more  than  we  approved  last  year,  but  still  my  guess  is  some 
demand  may  be  impacted  by  the  lack  of  additional  stimulus  funds. 
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Mr.  Stokes.  How  much  loan  guarantee  authority  has  been  used 
for  the  City  of  Los  Angeles? 

Mr.  Patch.  I  am  sorry  we  don't  have  the  figure.  We  did  approve 
a  $60  million  loan  guarantee,  as  I  recall,  a  month  and  a  half  ago. 
They  have  some  other  loans  outstanding.  I  can  provide  that  for  the 
record. 

Mr.  Stokes.  If  you  would  expand  upon  it  in  the  record  for  us. 

[The  information  follows:] 

Section  108  Loan  Guarantee  Assistance  to  Los  Angeles 

Through  may  24,  1993,  Section  108  Loan  Guarantee  assistance  approved  for  the 
City  of  Los  Angeles  infiscal  year  1993  totals  $70,325,000.  This  includes  one  project 
for  property  acquisition,  economic  development,  and  related  activities  to  be  carried 
out  in  the  areas  affected  by  the  civil  unrest  of  April  and  May  1992.  Additionally, 
two  other  projects  were  approved  for  property  acquisition  ($795,000)  and  for  econom- 
ic development  ($9,530,000). 

HOME  EXPENDITURES 

Mr.  Stokes.  The  Department  is  taking  several  administrative 
and  regulatory  steps  to  expedite  the  expenditure  of  HOME  funds. 
Have  regulatory  changes  which  will  increase  flexibility  and  imita- 
tion been  issued? 

Mr.  Patch.  My  recollection  is  it's  on  its  way  to  the  Federal  Reg- 
ister. 

Is  that  correct,  Mr.  Cohen? 

Mr.  Cohen.  The  proposed  regulation  will  be  published  this  week, 
but  the  major  entity,  which  has  the  increased  flexibility,  is  still  at 
0MB  and  under  review. 

Mr.  Stokes.  As  I  understand  it,  the  Department  is  considering 
additional  legislation  to  improve  the  HOME  program;  is  that  cor- 
rect? 

Mr.  Patch.  That  is  correct. 

Mr.  Stokes.  Does  the  Department  believe  that  some  communities 
will  slow  down  the  HOME  program  in  anticipation  of  improve- 
ments that  would  be  provided  in  the  proposed  legislation? 

Mr.  Patch.  I  have  not  received  any  perception  that  is  the  case; 
have  you,  Mr.  Cohen? 

Mr.  Cohen.  No. 

home  technical  assistance 

Mr.  Stokes.  You  are  requesting  $25  million  for  technical  assist- 
ance in  the  HOME  program.  What  was  the  average  size  of  a  techni- 
cal assistance  grant  in  1992  and  what  do  you  anticipate  for  1994? 

Mr.  Patch.  Well,  I  will  pass  that  on  to  Mr.  Cohen. 

Mr.  Stokes.  Mr.  Cohen? 

Mr.  Cohen.  Well,  there  were  various  categories  of  grants.  $14 
million  of  the  $25  million  went  to  nonprofit  intermediaries.  There 
were  28  of  those.  The  very  largest  I  believe  was  $2.8  million  and 
the  smallest  is  probably  in  the  range  of  $250,000  and  probably 
some  in  the  $100,000  range. 

If  you  want  to  know  the  average,  we  could  compute  it,  but  given 
the  range  of  awards,  the  average  would  probably  be  meaningless. 
Then  there  were  another  $11  million  that  did  not  go  out  in  grants, 
but  rather  primarily  contract  activity. 
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The  bulk  of  that  went  in  very  large  amounts  to  a  small  number 
of  contractors  to  provide  training  and  technical  assistance. 

Mr.  Stokes.  What  do  you  anticipate  for  1994? 

Mr.  Cohen.  In  1994,  I  think  it  would  be  very  much  similar  to  the 
1992  experience,  probably  fewer  of  those  intermediary  grants  on  an 
average  size  that  was  somewhat  larger,  but  again  $14  million  allo- 
cated to  that  activity. 

Again  the  $11  million  would  go  out  I  think  primarily  in  various 
kinds  of  contract  activities  to  a  fairly  small  number  of  contractors. 
Some  of  that  money,  however,  for  example,  of  the  $11  million,  is 
still  unexpended  and  will  be  completely  spent  this  summer.  A  lot  of 
that  is  going  to  States  and  those  are  relatively  small  grants  that 
will  range  in  size  from  I  think  $30,000  to  about  $130,000  depending 
on  the  size  of  States. 

So  again  there  are  so  many  different  categories  of  assistance  it  is 
kind  of  hard  to  categorize  an  average  size. 

Mr.  Stokes.  For  what  will  these  technical  assistance  funds  be 
used  and  how  important  are  they  to  the  program? 

Mr.  Cohen.  I  think  they  are  very  critical.  As  you  know,  15  per- 
cent of  the  HOME  money  which  goes  to  cities  and  States  must  be 
invested  in  projects  owned,  sponsored,  and  developed  by  communi- 
ty, not-for-profit  organizations.  Many  of  them  have  capacity  prob- 
lems or  needs  for  specialized  technical  assistance  and  so  that  $14 
million  pot  is  quite  critical  to  enabling  those  nonprofit  groups  to 
carry  out  the  program. 

Given  the  complexity  of  the  HOME  program,  the  many  changes 
that  are  ongoing  even  today — and  there  will  be  more  if  there  are 
legislative  changes,  there  is  a  continuing  need  to  train  our  cities 
and  States  in  the  requirements  of  the  program  so  without  the  TA 
money,  we  really  would  be  very  hard  pressed  to  communicate  those 
requirements  and  assure  that  the  program  is  carried  out  effective- 

ly. 

Mr.  Stokes.  The  1992  Authorization  Act  provides  that  the  match- 
ing grant  requirement  in  the  HOME  program  shall  be  reduced  by 
50  percent  for  jurisdictions  that  are  in  fiscal  distress  and  by  100 
percent  for  jurisdictions  that  are  in  severe  fiscal  distress. 

How  many  jurisdictions  do  you  estimate  are  in  the  fiscal  distress 
category? 

Mr.  Cohen.  We  have,  I  believe,  about  150  jurisdictions  altogether 
that  are  in  one  category  or  the  other.  The  bulk  of  those  are  in  the 
fiscal  distress  category.  I  think  there  are  about  25  or  30  in  the  se- 
verely distressed.  That  is  an  estimate. 

We  can  get  you  the  exact  numbers,  though. 

Mr.  Stokes.  All  right.  If  you  will  provide  that  for  us  for  the 
record. 

[The  information  follows:] 

Number  of  Home  Jurisdictions  in  Distress 

There  are  157  local  jurisdictions  that  are  in  distress.  Of  those,  59  meet  both  crite- 
ria, meaning  they  are  in  severe  fiscal  distress,  and  receive  a  100  percent  reduction 
in  the  match  requirement.  The  other  98  jurisdictions  meet  one  of  the  distress  crite- 
ria and  receive  a  50  percent  reduction  in  the  match  requirement. 


136 

Mr.  Stokes.  To  date,  $2.5  billion  has  been  appropriated  for  the 
HOME  program.  Approximately  how  many  incremental  units  of  as- 
sistance will  be  provided  with  these  funds? 

Mr.  Cohen.  Well,  we  are  estimating  that  the — I  think  we  will 
have  to  provide  that  for  the  record.  The  estimate  for  the  1994 
money,  which  is  $1.6  billion,  is  55,000  units  and  another  22,000 
families  assisted  through  rental  assistance;  for  the  1992  and  1993 
money,  which  is  what  you  specifically  asked,  we  would  have  to 
rework  that,  but  it  would  be  a  larger  number  than  that  since  we 
are  talking  about  $2.5  billion  versus  $1.6  billion,  but  we  can  pro- 
vide that  to  you. 

[The  information  follows:] 

Home  Units  to  be  Assisted  with  the  1992  and  1993  Appropriations 

The  Department  estimates  that  with  the  1992  appropriation,  approximately  51,900 
units  £md  20,700  tenants  will  be  assisted.  Thus,  a  total  of  72,600  units  and/or  fami- 
lies should  be  assisted. 

With  the  1993  appropriation,  approximately  35,100  units  and  14,000  tenants  are 
estimated  to  be  assisted,  for  a  total  of  49,100  units  and/or  families. 

Mr.  Stokes.  Also  provide  for  us  for  the  record  how  you  estimate 
that  breaks  down  between  new  construction,  substantial  rehabilita- 
tion, and  rental  assistance. 

[The  information  follows:] 

HOME  Assistance  Breakdown  by  New  Construction,  Substantial 
Rehabilitation  and  Rental  Assistance 

The  estimates  by  activity,  to  be  assisted  with  the  1992  and  1993  appropriations, 
for  the  HOME  Program  are: 

Activity  Fiscal  year  1992     Fiscal  year  1993  Total 

New  construction $8,500  $5,700  $14,200 

Rehabilitation* 43,400  29,400  72,800 

Rental  assistance 20,700 14,000 34,700 

Total 72,600  49,100  121,700 

'Includes  all  rehabilitation;  estimates  do  not  distinguisti  between  substantial  and  moderate  rehabilitation  since  the  matching  funds  requirements  is 
the  same  tor  all  rehabilitation. 

HOME  RENTAL  ASSISTANCE 

Mr.  Stokes.  The  funds  that  are  provided  under  the  HOME  pro- 
gram for  rental  assistance  will  only  cover  so  many  years  of  assist- 
ance. What  happens  after  the  rental  assistance  money  runs  out? 

Tell  us,  for  instance,  will  a  jurisdiction  have  to  use  its  subsequent 
appropriations  for  HOME  to  continue  rental  assistance  to  a  family? 

Mr.  Cohen.  Well,  it  could.  It  is  assumed  that  families  that  are 
receiving  rental  assistance  under  HOME  continue  to  be  eligible  for 
Section  8  vouchers  and  certificates.  In  fact,  if  they  are  on  a  waiting 
list  for  Section  8  and  they  are  in  the  meantime  provided  rental  as- 
sistance under  HOME,  they  do  not  lose  their  place  on  that  waiting 
list  so  we  are  assuming  in  many  cases  they  will  be  able  to  pick  up 
Section  8. 

In  other  cases,  the  jurisdiction  will  be  able  to  renew  the  assist- 
ance using  HOME  money. 
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In  many  other  cases,  the  need  is  only  a  temporary  one;  for  exam- 
ple, to  help  in  a  relocation  program,  or  to  make  an  existing  unit  in 
which  they  are  already  located  affordable.  In  many  cases  family 
circumstances  may  improve,  so  there  is  not  an  assumption  that 
every  family  assisted  needs  to  have  that  assistance  on  a  permanent 
basis. 

Mr.  Stokes.  Section  281  of  the  HOME  authorization  requires 
that  each  participating  jurisdiction  prescribe  procedures  to  estab- 
lish and  oversee  a  minority  outreach  program  within  each  such  ju- 
risdiction. These  procedures  are  to  ensure  the  inclusion  to  the  max- 
imum effect  possible  of  minorities  and  women  and  entities  owned 
by  minorities  and  women. 

Have  all  jurisdictions  that  participate  in  the  HOME  program  es- 
tablished such  procedures? 

Mr.  Cohen.  Yes.  As  a  requirement  to  even  get  the  funds,  they 
have  to  submit  a  minority  business  plan  and  affirmative  housing 
marketing  plan  which  is  subject  to  the  approval  of  our  field  office 
so  every  jurisdiction  that  has  received  a  grant  has  submitted  such 
a  plan  that  was  judged  to  be  acceptable. 

They  then  on  an  annual  basis  have  to  report  to  us  on  their 
actual  activities.  Such  a  report  was  submitted  this  past  December, 
but  due  to  the  fact  that  there  was  so  little  usage  of  funds  during 
fiscal  1992,  those  reports  were  fairly  anecdotal,  but  we  will  have 
the  basis  this  coming  December  to  review  the  actual  performance 
much  more  substantively. 

Mr.  Stokes.  Tell  us  how  does  HUD  plan  to  monitor  affirmative 
marketing  and  outreach  activities? 

Mr.  Patch.  I  think  that  falls  within  the  jurisdiction  of  our  Fair 
Housing  Equal  Opportunity  staff  in  the  field  and  in  the  regional 
offices.  I  am  sure  they  are  developing  a  game  plan  that  may  be  dis- 
cussed later  on  in  this  hearing. 

Mr.  Stokes.  Will  HUD  eventually  be  able  to  indicate  what  per- 
centage of  contract  funds  go  to  minorities  and  women? 

Mr.  Cohen.  Yes.  These  annual  reports  will  be  collecting  that 
data  and  we  will  be  able  to  provide  it  to  you. 

Mr.  Stokes.  Okay. 

[The  information  follows:] 

Percentage  of  Contracts  Going  to  Minorities  and  Women 

Information  on  contracts  going  to  minorities  and  women  in  the  HOME  Program  is 
collected  through  the  HOME  Annual  Performance  Reports.  Jurisdictions  have  only 
submitted  one  such  report  which  covered  the  period  from  October  1,  1991  through 
September  30,  1992.  Since  most  jurisdictions  did  not  receive  their  HOME  funds  until 
late  spring  or  summer  of  1992,  there  was  very  little  activity  to  report  on  and  the 
sample  of  reports  reviewed  showed  no  funds  being  spent  on  contracts  with  minori- 
ties and/or  women.  Jurisdictions  participating  in  the  HOME  Program  are  required 
to  submit  an  annual  performance  report  for  each  fiscal  year's  activity.  The  Depart- 
ment expects  the  next  reports  will  show  that  substantial  amounts  of  funds  have 
gone  to  minority  and  women  contractors. 

YOUTHBUILD 

Mr.  Stokes.  You  are  requesting  $48  million  for  the  Youthbuild 
program  in  1994.  Of  this  amount,  $29.5  million  is  in  the  investment 
portion  of  the  request.  The  justification  indicates  that  additional 
authorization  is  required  to  fund  the  $48  million  request  for  1994. 
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Is  the  legislation  that  you  propose  simply  moving  the  Youthbuild 
program  out  of  the  HOPE  program  and  increasing  the  1994  author- 
ization by  $6  million,  or  are  there  substantive  changes  to  be  pro- 
posed to  the  authorizing  legislation? 

Mr.  Patch.  I  guess  I  would  have  to  go  back  to  my  Budget  Officer. 
Can  we  provide  that  answer  or  should  I  provide  it  for  the  record? 

Mr.  Persil.  Mr.  Chairman,  the  essential  difference  is  the  in- 
crease in  authorization. 

Mr.  Stokes.  I  am  sorry;  an  increase  in  authorization? 

Mr.  Persil.  Yes. 

Mr.  Priest.  It  does  also  move  it  out  of  the  Youth  HOPE  program 
and  make  it  a  separate  appropriation  for  1994. 

Mr.  Stokes.  There  are  no  substantial  changes  then? 

Mr.  Priest.  There  are  no  substantial  changes  in  the  statutory 
structure  of  the  program.  It  is  really  just  moving  it  from  the  HOPE 
program  and  making  it  a  separate  sustainable  program  on  its  own 
for  1994. 

Mr.  Stokes.  Can  the  1993  Youthbuild  program  be  carried  out 
without  the  funds  being  transferred  from  HOPE  to  a  separate 

Mr.  Priest.  The  1993  program  can,  yes. 

homeless  programs 

Mr.  Stokes.  The  Department  is  requesting  $753  million  for  home- 
less programs  in  1994,  an  increase  of  $181  million  above  1993.  Of 
the  amount  requested,  $166  million  is  part  of  the  investment  pack- 
age. 

Concern  has  been  heard  regarding  coordination  of  the  various 
homeless  programs,  concern  with  both  interagency  coordination 
and  intra-agency  coordination. 

Has  the  new  administration  had  an  opportunity  to  review  both 
interagency  and  intra-agency  coordination  of  homeless  programs? 

Mr.  Patch.  That  is  one  program  area  that  has  been  given  an  ex- 
ceptionally hard  look  and  maybe  Jim  Forsberg  could  you  comment 
further  on  that. 

Mr.  Forsberg.  Yes,  I  think  the  issue  about  coordination  of  all  the 
programs  is  one  of  the  reasons  that  the  money  has  been  targeted 
for  supportive  housing  program.  We  have  tried  to  consolidate  the 
programs  as  much  as  possible.  One  of  the  frequent  criticisms  of  the 
Department  is  the  multiple  programs.  That  is  the  other  reason  why 
within  the  increase  we  are  targeting  the  Rural  Homeless  program 
as  well  as  the  Safe  Haven  program  through  the  use  of  Supportive 
Housing  programs  rather  than  to  create  two  new  programs  for  us 
to  administer  and  for  the  nonprofits  to  apply  for. 

Mr.  Stokes.  Have  you  found  any  problems  with  coordination? 

Mr.  Forsberg.  I  don't  think  intra-agency  we  have.  I  think  the 
way  the  programs  have  been  consolidated  and  placed  in  one  office 
is  not  an  issue.  Interagency  we  continue  to  work  with  Health  and 
Human  Services  and  with  the  Department  of  Labor  trying  to  link 
to  their  programs.  So  an  effort  is  being  made,  but  this  is  one  of 
those  areas  where  you  can  always  improve  what  you  are  doing. 

Mr.  Stokes.  What  do  you  plan  to  do  to  improve? 

Mr.  Forsberg.  I  think  we  will  continue  working  very  actively 
with  Health  and  Human  Services  in  terms  of  linking  their  pro- 
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grams  with  our  programs  and  in  terms  of  targeting  our  assistance 
to  various  disabled  populations.  Safe  Havens  is  a  good  example 
that  came  out  of  an  HHS  task  force.  We  will  involve  them  in  devel- 
oping that  program.  They  are  invited  to  and  they  participate  in  our 
rating  of  applications  so  we  will  just  continue  the  ongoing  dialogue 
and  communication  with  those  agencies. 

Mr.  Stokes.  What  about  simplifying  the  application  process? 
Many  of  the  homeless  agencies  have  indicated  that  they  must  com- 
plete multiple  applications  and  reports  in  order  to  qualify  for 
FEMA,  HUD,  and  HHS  grants.  Have  you  considered  that? 

Mr.  FoRSBERG.  Well,  we  have  certainly  made  an  effort  within 
HUD  to  consolidate  our  applications.  We  are  at  the  point  when  we 
essentially  have  one  application  this  year  for  the  first  time.  We 
will  try  to  work  with  HHS  to  consolidate  the  application  process  to 
the  extent  possible. 

Part  of  the  problem  there  is  while  it  sounds  nice  there  are  vari- 
ous funding  streams.  The  Health  and  Human  Services  program  for 
the  most  part  makes  grants  to  State  agencies  who  then  distribute 
to  not-for-profit  organizations  and  cities.  Most  of  our  programs  go 
directly  to  not-for-profit  organizations  so  you  have  got  various  fund- 
ing streams  that  don't  fit  well  together  in  terms  of  using  one  appli- 
cation to  fit  all  those  various  fields. 

We  certainly  agree  it  is  a  problem.  I  think  it  is  an  area  where 
the  Interagency  Council  on  the  Homeless  can  always  begin  to  play 
a  major  role  in  trying  to  make  sure  that  the  various  agencies  work 
together  to  the  extent  possible.  It  is  something  we  certainly  would 
like  to  work  on  and  would  like  to  see  happen,  but  I  can  assure  you 
it  is  a  very  difficult  thing  to  achieve. 

Mr.  Stokes.  Should  there  be  a  further  consolidation  of  the  home- 
less programs?  We  ask  that  because  the  Shelter  Plus  Care  and  Sup- 
portive Housing  programs  appear  to  have  more  similarities  than 
differences. 

Mr.  FoRSBERG.  I  think  what  is  happening  now  with  the  Secre- 
tary's commitment  to  homelessness  and  Mr.  Cuomo's  arrival,  we 
are  taking  a  look  at  all  the  homeless  programs  to  see  if  there  are 
certain  ways  to  streamline  even  farther.  If  not,  maybe  consolida- 
tion to  make  them  more  responsive  to  local  needs.  That  is  some- 
thing that  is  being  looked  at  very  actively  in  the  Department. 

INTERAGENCY  COUNCIL  ON  THE  HOMELESS 

Mr.  Stokes.  Concern  has  also  been  heard  regarding  the  leader- 
ship of  the  Interagency  Council  on  the  Homeless.  Has  the  new  ad- 
ministration had  an  opportunity  to  review  and  evaluate  the  activi- 
ties of  the  Interagency  Council? 

Mr.  Secretary? 

Secretary  Cisneros.  Yes,  sir,  we  have.  I  am  very  pleased  to  be 
able  to  announce  the  appointment  of  the  person  who  has  served  as 
the  Chief  Homeless  Adviser  to  Mayor  Dinkins  in  New  York,  Dr. 
Marcia  Martin  who  will  be  coming  aboard  as  the  Director  of  the 
Interagency  Council. 

We  are  enthusiastic  about  what  will  be  possible  to  do  with  a  reju- 
venated effort  and  the  expertise  she  brings,  and  we  look  forward  to 
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the  work  of  the  Interagency  Council  as  a  major  force  in  reducing 
homelessness. 

We  have  an  explicit,  a  strong  commitment.  I  am  now  working 
with  our  research  staff  to  actually  reduce  to  a  quantifiable  commit- 
ment, a  percentage  reduction  in  homelessness  over  the  next  four 
years. 

SUPPORTIVE  HOUSING  PROGRAM 

Mr.  Stokes.  There  was  an  unobligated  balance  of  $169  million  in 
the  Supportive  Housing  program  at  the  end  of  1992.  There  was  also 
an  unobligated  balance  of  $107  million  in  the  Shelter  Plus  Care 
program. 

Why  weren't  the  funds  obligated  in  1992?  Is  there  some  type  of 
problem  here? 

Mr.  FoRSBERG.  No,  sir.  I  think  it  is  a  matter  of  how  we  define 
obligated.  That  is  at  the  point  we  executed  grant  agreements  with 
cities.  We  made  our  selections  as  to  who  was  going  to  receive  the 
grants. 

There  is  a  process  that  grantees  have  to  go  through  locally  in 
terms  of  locking  up  a  specific  site.  The  law  gives  them  up  to  one 
year  to  identify  that  site  and  that  delays  us  in  actually  obligating 
the  money.  In  the  Shelter  Plus  Care,  the  vast  majority,  probably 
comes  out  of  Section  8  SRO  Mod  Rehab  program  which  is  a  very 
laborious,  slow-moving  program  and  again  there  are  some  over- 
sight issues  and  environmental  issues.  So  that  is  what  has  delayed 
the  obligation  in  those  two  programs,  I  am  sure. 

NEIGHBORHOOD  DEVELOPMENT  PROGRAM 

Mr.  Stokes.  Mr.  Gallo,  the  Chair  will  yield. 

Mr.  Gallo.  Thank  you,  Mr.  Chairman. 

Dealing  with  cities,  your  budget  does  fund  a  number  of  small 
neighborhood  development  projects  such  as  the  John  Heinz  Neigh- 
borhood Development  program  for  $5  million.  It  also  funds  larger 
programs  for  disadvantaged  youth,  such  as  the  Youthbuild  pro- 
gram, for  $48  million. 

These  programs  combine  the  need  to  improve  public  housing 
with  an  effort  to  educate  and  employ  the  disadvantaged  adults  and 
youth  who  often  inhabit  public  or  assisted  housing. 

CITIES  IN  SCHOOL  PROGRAM 

Last  year's  housing  authorization  law  authorized  $10.42  million 
for  fiscal  year  1994  for  the  cities  and  school  projects  which  are  al- 
ready operating  in  public  housing  neighborhoods  in  both  Atlanta 
and  also  Los  Angeles. 

Basically  this  is  a  drop-out  prevention  program  that  brings 
school  and  agency  personnel  directly  into  a  school  site  as  a  means 
of  community  development.  It  is  one  of  those  programs  like  the  one 
for  the  homeless  that  President  Carter  had  promoted  in  Atlanta. 

The  question  is  why  isn't  a  project  of  this  value  for  such  a  limit- 
ed price  tag  that  leverage  your  funds  with  those  of  the  private 
sector  included  within  your  fiscal  year  1994  projects? 

Secretary  Cisneros.  Let  me  say.  Congressman,  first,  that  I  am 
well  familiar  with  the  project  that  is  called  cities  in  schools  in 
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some  places  and  communities  in  schools  in  others.  A  lack  of  fund- 
ing for  this  program  in  the  budget  was  a  difficult  choice  to  be  made 
and  we  have  made  it.  However,  I  would  also  say  to  you  that  if  we 
can  work  more  closely  with  cities  and  schools,  I  can  see  a  direct 
connection  between  their  work  and  what  we  are  trying  to  do  in 
communities.  We  would  look  at  an  appropriate  transfer  from  some- 
place in  the  budget  for  this  relatively  small  amount. 

I  would  like  to  seek  your  assistance,  however,  in  trying  to  define 
what  HUD's  cities  in  schools  appropriations  would  be  used  for.  We 
feel  it  would  be  very  important  to  try  to  target  schools  adjacent  to 
where  HUD  programs  are  working;  in  other  words,  if  we  are  going 
to  get  cities  in  schools,  for  example,  to  agree  that  they  would  select 
schools  that  are  adjacent  to  housing  authority  developments  and 
those  schools  so  that  our  funding  was  going  for  a  kind  of  synergy 
between  HUD  initiatives  and  schools,  I  would  be  very  much  in- 
clined to  try  for  a  transfer  of  appropriations  amendment  for  that 
purpose. 

So  I  support  the  program.  I  want  to  see  it  work.  I  just  don't  think 
we  can  justify  taking  money  from  badly  needed  public  housing  or 
badly  needed  programs  and  then  funding  the  schools  that  would  be 
in  a  suburban  setting  or  otherwise  that  don't  relate  directly  to  our 
business  at  HUD. 

Mr.  Gallo.  The  reason  I  raise  it  is  that  for  a  small  amount  and 
the  added  advantages  of  leveraging  funds  from  the  private  sector 
which  I  think  could  be  most  helpful  and  I  would  be  glad  maybe  to 
work  with  you  on  that. 

Secretary  Cisneros.  Sure.  I  have  seen  the  program  at  work,  vis- 
ited sites,  know  Mr.  Milligan.  I  am  a  strong  supporter  of  the  pro- 
gram and  was,  as  a  mayor,  when  it  operated  in  my  community. 

In  this  capacity,  however,  since  we  would  be  taking  money  from 
badly  needed  activities  and  we  have  already  talked  at  length  here 
today  about  how  short  we  are  in  areas,  I  would  really  want  to  see  a 
synergy  between  how  we  would  be  funding  and  how  we  would  be 
supporting  our  existing  work. 

If  we  could  for  example  get  Mr.  Milligan  to  agree  with  this  par- 
ticular source  of  funding,  we  would  be  talking  about  schools  adja- 
cent to  housing  developments  and  we  would  be  working  with  chil- 
dren primarily  from  those  areas,  then  I  think  it  would  be  fantastic 
and  great.  What  we  would  be  seeing  then  would  be  social  services 
brought  to  bear  inside  those  school  buildings  that  would  interrelate 
to  what  we  are  doing  in  those  neighborhoods  already. 

Mr.  Gallo.  Maybe  in  the  course  of  our  deliberations  we  may  be 
able  to  find  something  that  will  not  adversely  affect  the  program 
that  you  are  supporting,  but  find  some  money  for  this  program.  It 
is  obvious  that  you  support  it. 

Secretary  Cisneros.  Sure. 

HOME  ADMINISTRATION 

Mr.  Gallo.  HOME  investment  partnerships.  The  Department  is 
proposing  to  increase  HOME  funding  by  about  60  percent  to  $1.6 
billion.  As  you  know,  the  two  complaints  with  the  programs  by  the 
tribes  and  State  and  local  governments  who  want  to  participate  are 
the  complexity  in  the  regulations  and  the  matching  requirements. 
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At  one  point  we  received  an  estimate  from  your  office — this  is  a 
question  presented  to  me  from  Jerry  Lewis,  who  is  unable  to  be 
here  this  afternoon — from  your  office  that  only  four  percent  of  the 
HOME  funds  have  been  committed  by  participating  jurisdictions. 
The  Department's  February  1993  Section  284  report  indicates  that 
36  participating  jurisdictions  have  committed  only  $2.8  million  or 
less  than  2.1  percent  of  the  $1.46  billion  allocated  under  the  formu- 
la for  specific  projects. 

More  disturbing  is  the  revelation  that  only  a  small  percent  of  the 
HOME  annual  performance  reviews  are  filed  in  time  for  HUD  to 
analyze. 

The  question  is  will  the  HOME  program  Cash  and  Management 
Information  Systems  allow  HUD  to  obtain  better  information  to  de- 
termine what  is  really  occurring  in  the  participating  jurisdictions? 

Mr.  Patch.  The  short  answer  is  yes,  Mr.  Congressman.  I  believe 
the  numbers  on  outlays  and  drawdowns  from  the  cash  manage- 
ment system  have  moved  up  considerably  from  the  four  percent 
level. 

Is  that  correct,  Dave? 

Mr.  Cohen.  We  are  now  nearing  10  percent  committed.  The 
figure  that  you  mentioned,  the  26  jurisdictions  committing  $2.8 
million  was 

Mr.  Gallo.  Thirty-six. 

Mr.  Cohen.  Thirty-six,  was  where  the  program  was  at  the  end  of 
September,  which  would  be  the  end  of  fiscal  year  1992.  We  now 
have  about  230  jurisdictions  that  have  committed  money.  There  is 
$136  million  that  was  committed  as  of  last  week.  We  will  eventual- 
ly be  getting  daily  reports,  but  we  are  now  getting  weekly  reports. 

We  actually  have  30  jurisdictions  that  have  now  committed  over 
half  of  their  money  and  a  few — I  would  mention  that  Cleveland  is 
among  them,  that  are  substantially  over  half.  We  have  a  few  that 
have  committed  nearly  100  percent  of  their  1992  funds.  So  we  are 
seeing  rapid  change  while  many  jurisdictions  are  still  struggling, 
many  others  are  making  the  program  work  and  are  using  the 
funds. 

There  are  some  who  are  going  to  have  to  start  dipping  into  their 
1993  money  which  is  in  the  process  of  being  obligated  now  very 
soon.  So  we  have  a  wide  range  of  performance. 

Mr.  Gallo.  When  do  you  anticipate  the  system  would  be  fully 
operational? 

Mr.  Cohen.  The  system  is  fully  operational.  We  are  getting  these 
reports — the  information  flows  through  the  system  daily.  We  will 
be  getting  output  reports  on  a  daily  basis.  We  are  updating  them 
now  weekly  as  the  program  builds. 

The  report  that  you  mentioned,  that  was  coming  in  late,  referred 
to  the  annual  performance  report  that  is  a  supplementary  narra- 
tive that  the  grantees  submit  every  year.  This  year  because  the  re- 
quirement was  instituted  for  this  first  time,  they  were  not  required 
to  submit  this  report  until  the  end  of  December,  when  we  prepared 
the  report  you  are  referring  to  go  to  Congress  which  was  required 
at  the  end  of  January. 

We  only  had  a  sample  of  those  reports  to  work  with,  but  in  the 
future,  we  will  have  them  on  a  timely  basis  and  not  a  sample  but 
hopefully  100  percent  compliance. 
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Mr.  Gallo.  What  is  the  actual  number  of  participating  jurisdic- 
tions? My  understanding  is  about  439  or  is  it  substantially  higher? 

Mr.  Cohen.  There  are  about  435  right  now.  The  439  was  the 
number  that  were  eligible  to  participate  and  four  of  those  chose 
not  to.  This  year  there  are  probably  close  to  50  more  potential  ju- 
risdictions. We  have  the  concept  of  a  consortium  where  groups  of 
cities  can  band  together  to  become  a  single  grantee. 

We  have  had  a  number  of  those  created  this  year  so  we  may  be 
increasing  the  total  number  from  435  to  maybe  closer  to  460  or  470 
by  the  time  this  year  is  over. 

Mr.  Gallo.  As  I  mentioned  before  about  the  lack  of  fully  utiliz- 
ing the  dollars,  getting  them  to  zero  in  on  projects  that  you  have 
indicated  went  to  4  to  10  percent,  but  that  kind  of  sends  a  signal 
out  that  there  is  a  problem  there. 

What  specifically  are  you  doing  to  make  it  easier  to  file  the  ap- 
plication as  I  said  and  to  simplify  the  program  requirements? 

Mr.  Cohen.  Well,  when  you  say  applications,  there  is  no  problem 
in  our  getting  the  money  to  the  cities.  That  is  a  very  simple  appli- 
cation requirement  that  is  essentially  an  entitlement.  Provided  the 
city  or  State  meets  the  requirements  and  the  necessary  certifica- 
tions, they  automatically  get  their  money. 

The  problem  that  you  are  referring  to  is  the  problem  at  the  local 
level  of  designing  projects  to  use  the  funds  or  to  get  developers  to 
find  the  program  attractive  and  this  is  particularly  a  problem  in 
rental  housing. 

The  actions  we  are  taking  are  to  further  simplify  the  program 
through  a  series  of  regulatory  changes  through  increased  technical 
assistance  to  make  the  program  more  efficient. 

As  we  previously  mentioned,  we  were  considering  a  range  of  stat- 
utory changes  as  well  that  will  further  simplify  the  program.  I 
would  want  to  point  out,  though,  that  to  date  58  percent  of  the 
money  is  being  used  for  rental  housing  despite  the  complexity  of 
the  program  and  so  while  we  are  working  to  simplify  it,  I  think  it 
is  important  to  note  that  many  cities  are  making  it  work  and 
money  is  not  just  gradually  but  rapidly  is  building  up  in  usage  and 
we  expect  to  see  substantial  increase  in  expenditures  and  commit- 
ments over  the  course  of  the  summer. 

Mr.  Gallo.  As  you  know,  when  it  was  mentioned  by  the  chair- 
man, this  committee  actually  waived  local  matching  requirements 
in  1992  partly  because  of  the  recession.  The  25  percent  or  30  per- 
cent match  for  new  construction  were  restored  for  1993. 

Have  you  formulated  a  position  on  the  local  matching  require- 
ments? 

Mr.  Cohen.  Well,  the  law  pretty  much  spells  that  out.  This  pro- 
posed regulation  that  I  mentioned  that  will  be  published  this  week 
proposes  how  some  new  categories  of  match  will  be  counted.  It  also 
proposes  categories  for  determining  the  distress  levels  for  States 
since  that  was  not  established  in  the  law. 

However,  distress  levels  for  cities  have  been  implemented  and 
those  cities  know  what  their  reductions  are.  We  have  regulations 
in  place  that  explain  the  matching  requirements. 

Mr.  Gallo.  Do  you  have  the  prerogatives  to  waive  that  require- 
ment? 
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Mr.  Cohen.  Well,  the  law  permits  a  waiver  now  in  the  case  of 
distress  factors  which  is  an  automatic  waiver.  The  Department  is 
also  able  to  waive  up  to  100  percent  under  the  law  change  when 
the  community  is  in  a  Presidentially  declared  disaster  area  which 
has  been  the  case  for  example,  with  the  HOME  disaster  money. 

For  $60  million  that  was  appropriated  last  year  and  the  $60  mil- 
lion we  propose  to  have  in  fiscal  year  1994,  there  is  no  matching 
requirement  on  any  of  that  money.  Indian  programs  by  the  way 
and  our  insular  areas  also  do  not  have  a  match  requirement. 

CDBG  EXPEDITED  GRANTS 

Mr.  Gallo.  I  have  got  some  questions  dealing  with  the  CDBGs, 
but  I  will  stop  at  this  point,  Mr.  Chairman,  or  is  it  an  appropriate 
time  to  continue? 

Mr.  Stokes.  We  have  covered  that  area,  but  you  can  get  back 
into  it  if  you  like. 

Mr.  Gallo.  I  apologize  for  not  being  here  this  morning. 

Mr.  Stokes.  No  problem.  Feel  free  to  go  back  into  it. 

Mr.  Gallo.  I  know  the  last  time  you  were  here,  Mr.  Secretary, 
when  we  were  dealing  with  the  supplemental,  you  requested  an  in- 
crease in  the  CDBG  level  in  that  supplemental.  If  you  recall,  I 
questioned  why  there  was  about  $2  billion  in  the  pipeline  already 
that  hadn't  been  utilized  and  I  was  wondering  why  there  was  an 
additional  money  and  your  explanation  was  that  was  set  up  to  be 
able  to  expedite  those  programs  within  a  time  frame. 

Could  you  tell  me  in  this  budget  do  you  have  an  expedited  proce- 
dure dealing  with  Community  Development  Block  Grants? 

Secretary  Cisneros.  Yes,  sir.  There  are  some  improvements  in 
the  expediting.  We  learned  some  things  from  the  stimulus  experi- 
ence about  how  to  set  timetables,  guidelines,  set  up  peer  groups 
and  so  forth,  that  can  move  the  funds.  But  we  discussed  in  the  gen- 
eral questioning  yesterday  the  difference  between  funds  that  are 
clearly  oriented  to  stimulus  purposes,  job  creation  now,  versus 
funds  that  are  the  normal  CDBG. 

In  the  normal  cycle,  communities  will  pick  more  complex 
projects,  and  we  ought  not  to  penalize  them  because  they  select 
things  such  as  expansion  of  water  system  or  other  things  of  that 
nature,  that  take  them  time.  We  have  to  have  some  phasing  proc- 
ess as  against  a  stimulus  project  where  you  want  to  select  a  project 
that  can  go  into  immediate  completion,  literally,  within  the  three, 
six,  nine  months  time  period. 

So  the  things  we  would  do  are  by  definition  different.  But,  we 
have  learned  some  lessons  about  how  to  move  the  money  and  are 
applying  them  to  the  regular  program. 

Mr.  Gallo.  Have  you  had  any  reports  that  would  indicate  why 
$2  billion  that  is  in  the  pipeline  is  moving  so  slow? 

Secretary  Cisneros.  There  are  several  reasons. 

One  of  the  reasons  is  an  accounting  one,  and  that  is  the  Federal 
fiscal  year  and  the  local  fiscal  year  are  not  in  sync.  You  end  up 
with  a  situation  where  localities  get  their  money  in  March  or  April 
or  May  from  the  Federal  government.  They  begin  to  spend  it  over 
the  course  of  the  summer,  but  what  they  have  spent  in  the  first 
fiscal  year  that  it  was  appropriated  of — which  ends  at  the  end  of 
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September — what  they  have  spent  by  September  30th,  is  such  a 
small  percentage  of  the  total  that  the  numbers  look  terrible. 

They  are  not  spending  in  the  first  fiscal  year  which,  indeed,  they 
have  literally  had  an  effective  matter  of  three  months  or  so.  That 
is  probably  one  reason  the  numbers  of  what  are  in  the  pipeline  are 
significant,  but  as  the  months,  pass,  it  is  reduced.  We  are  doing  ev- 
erything we  can  to  make  the  case  clear  to  mayors,  council  mem- 
bers, county  officials,  community  development  directors,  that  they 
must  move  the  funds. 

Mr.  Gallo.  I  know  in  the  Northeast,  Midwest,  we  have  some  dif- 
ficulties because  you  have  the  harsh  winters  and  that  puts  a  slow- 
down on  some  of  those  projects. 

Secretary  Cisneros.  Let  me  just  say,  as  a  philosophical  matter, 
clearly,  we  want  the  jobs  to  be  created,  and  we  want  the  work  to  be 
done.  And  under  circumstances  like  this  where  there  is  an  econom- 
ic recovery  we  are  trying  to  help  along,  we  must  feel  some  pressure 
to  move  the  funds,  but  the  focus  of  this  program  is  to  get  these 
projects  done.  And  with  some  of  the  more  complex  projects  it  ought 
not  to  be  viewed  as  a  black  mark  against  the  program. 

Mr.  Gallo.  I  don't  think  any  of  us  have  a  dislike  for  the  pro- 
gram. I  think  it  is  one  of  the  better  programs,  and  it  has  done  an 
awful  lot  to  deal  with  projects  in  the  community  that  others  might 
not  have  taken  care  of.  So  I  am  a  strong  proponent  of  it. 

In  the  area  of  special  purposes  grants,  last  year,  this  committee 
provided  $260  million  for  212  specially  used  grant  projects.  These 
funds  had  committed  about  1.07  percent  of  HUD's  total  1993 
budget  from  the  subcommittee  of  about  $27.7  billion.  How  much  of 
that  $260  million  has  been  disbursed  to  the  individual  grantees  at 
this  point  in  time? 

Mr.  Patch.  I  don't  think  we  have  that  data  in  CDBG.  That  fund 
is  handled  by  the  Office  of  Housing.  I  don't  know  if  that  has  been 
aggregated. 

Mr.  ScHOENBERGER.  I  didn't  bring  those  figures  with  me.  I  did 
bring  two-year  figures  which  total  $375  million,  and  $56.3  million 
of  that  has  been  reserved.  I  could  get  you  better  figures. 

[The  information  follows:] 

1993  Special  Purpose  Grants 

The  1993  Appropriations  Act  provided  $260  million  for  Special  Purpose  Grants  to 
individual  grantees  to  fund  specific  projects.  As  of  April  30,  1993,  the  Department 
has  obligated  $2.1  million  and  disbursed  $434,000  of  the  1993  funds. 

Mr.  Gallo.  Are  there  any  plans  for  recision  or  are  they  commit- 
ted? When  you  give  me  that  information,  also — if  you  give  me  your 
thoughts  as  whether  if,  in  fact,  those  monies  are  not  going  to  be 
spent. 

Mr.  ScHOENBERGER.  We  believe  that  almost  all  of  the  money  will 
be  spent.  It  is  just  a  timing  problem  to  get  through  the  application 
process,  and,  ultimately,  virtually  all  of  it  will  be  spent. 

Secretary  Cisneros.  Congressman,  there  are  no  plans  for  rescis- 
sion. 

Mr.  Gallo.  Can  you  make  those  figures  available  to  the  commit- 
tee? 

Thank  you,  Mr.  Chairman. 

Thank  you,  Mr.  Secretary. 
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HOMELESS  TECHNICAL  ASSISTANCE 


Mr.  Stokes.  Mr.  Secretary,  the  subcommittee  has  heard  from 
various  homeless  groups  that  technical  assistance  is  needed  in  the 
homeless  programs  prior  to  receiving  grant  funds — many  of  them, 
of  course,  being  nonprofits  that  operate  on  a  shoestring.  Does  the 
Department  believe  this  is  a  problem? 

Mr.  Patch.  I  certainly  believe  it  is  a  problem. 

We  spent  a  considerable  amount  of  staff  time  in  December  and 
January  of  this  year  just  dealing  with  the  training  of  subrecipients 
of  the  community  development  block  grant  program.  Over  a  thou- 
sand attendees  to  these  training  sessions  representing  nonprofit 
groups  and  people  overseeing  the  nonprofit  groups  felt  that  kind  of 
training  was  indeed  desirable  and  essential  to  developing  the  ca- 
pacity to  running  the  HUD  programs.  And  you  will  find  we  have  a 
similar  feeling  about  the  nonprofits  and  others  that  are  handling 
the  homeless  programs. 

Mr.  Stokes.  Do  you  plan  or  propose  to  do  anything  about  this  sit- 
uation in  the  system  or  hope  to? 

Mr.  Patch.  Jim? 

Mr.  FoRSBERG.  We  did.  Last  year,  we  set  aside  2  percent  of  the 
Supportive  Housing  appropriation  as  permitted  by  law  to  provide 
technical  assistance.  That  contract  has  been  bid.  We  are  in  the 
final  stages  of  selecting  a  series  of  providers  that  will  now  be  able 
to  respond  to  specific  kinds  of  requests  for  technical  assistance 
under  this  program. 

We  would  agree  with  you  that  many  of  these  nonprofits  certainly 
need  some  help.  We  see  this  technical  assistance  contract  as  a 
major  step  forward  in  being  able  to  provide  that  sort  of  help. 

Mr.  Stokes.  Very  good. 

SUPPORTIVE  HOUSING  RENEWALS 

Grants  under  the  supportive  housing  program  are  provided  for  a 
five-year  period  of  assistance.  Demand  for  renewal  grants  after  this 
initial  five-year  period  increasingly  consume  available  funding.  As 
I  understand  it,  renewals  accounted  for  approximately  $50  million 
of  the  $150  million  1993  appropriation.  Is  that  correct? 

Mr.  FoRSBERG.  That  is  just  about  correct,  sir.  $50  million  brought 
to  around  $65  million  the  following  year,  and  it  keeps  growing  and 
growing. 

Mr.  Stokes.  How  much  of  the  1994  request  do  you  estimate  will 
be  for  renewals? 

Mr.  FoRSBERG.  Somewhere  around  $60  to  $65  million  out  of  that 
money. 

Mr.  Stokes.  Assuming  no  large  increase  in  the  program,  will 
there  be  any  funding  in  a  few  years  for  new  activities? 

Mr.  FoRSBERG.  I  think  if  we  were  to  keep  the  $150  million  you 
are  right.  There  will  be  a  point  in  time  at  which  we  would  lose  our 
ability  to  make  new  grants. 

However,  as — under  the  budget  that  was  submitted,  there  is  a 
$170  million  increase  that  has  been  proposed  for  the  supportive 
housing  program.  So  some  of  that  will  be  consumed  by  the  renew- 
als, but,  on  the  other  hand,  it  will  continue  to  permit  us  to  make 
grants  under  the  new  supportive  housing  program. 
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SECTION  8  MODERATE  REHABIUTATION  PROGRAM 

Mr.  Stokes.  Let's  turn  to  the  Section  8  moderate  rehabilitation 
single-room  occupancy  program.  Is  there  a  problem  with  the  10- 
year  contract  period  being  too  short  a  period  of  time  to  secure  fi- 
nancing? 

Mr.  FoRSBERG.  That  is  what  we  are  hearing  from  some  of  the  ap- 
plicants, they  are  seeking  funds  and  go  to  a  local  financing  institu- 
tion to  borrow  the  monies  to  carry  out  the  rehabilitation.  Many 
banks  are  unwilling  to  proceed  under  a  10-year  period. 

On  the  other  hand,  we  are  getting  applications  so  some  people, 
obviously,  can  make  it  work.  But  I  know  that  there  are  places  in,  I 
think,  Cleveland  and  Chicago,  for  example  where  we  have  heard 
stories  that  it  is  very  difficult  to  get  financing  from  a  local  institution 
with  only  a  10-year  commitment  of  rental  assistance. 

Mr.  Stokes.  Page  D-11  of  the  justifications  indicates  there  was 
less  demand  for  assistance  than  had  been  assumed  in  the  budget 
for  the  SRO  program.  To  what  do  you  attribute  this  decrease  in 
demand  to  the  SRO  program  in  1992? 

Mr.  FoRSBERG.  I  think  because  we  ended  up  with  a  shelter-plus- 
care  program  that  offered  them  another  source  of  rental  assistance 
that  was  more  flexible  and  in  the  Supportive  Housing  Program.  We 
just  find  the  Section  8  SRO  mod  rehab  program  a  very  difficult, 
complex  program.  We  have  made  changes  in  the  program  for  1994 
hoping  to  eliminate  some  of  the  problems  with  it,  but  it  was  just  a 
very  cumbersome  process. 

They  come  to  HUD.  We  reserve  money.  It  comes  to  about  a  year 
and  a  half  to  do  the  rehabilitation.  And  then  the  dollars  start  flow- 
ing, and  I  think  that  the  providers  just  see  our  other  programs  as 
being  more  responsive  and  easier  to  use. 

Mr.  Stokes.  Anything  further  on  this  section,  Mr.  Gallo? 

Mr.  Gallo.  No. 

Mr.  Stokes.  Mr.  Secretary,  we  have  completed  this  section.  Mr. 
Patch,  I  appreciate  your  answers  and  that  of  your  associates  and 
the  testimony  you  have  given  us  on  this  section. 

Mr.  Secretary,  we  might  at  this  time  hear  from  you  with  refer- 
ence to  the  other  matters  you  wanted  to  bring  to  our  attention 
before  we  move  to  the  next  section. 

BUDGET  AMENDMENTS 

Secretary  Cisneros.  Thank  you,  Mr.  Chairman.  I  think  it  makes 
some  sense  to  do  it  now  because  they  relate  in  part  to  the  HOME 
programs  and  some  of  the  programs  under  CDBG. 

The  Department  is  preparing  a  series  of  budget  amendments  to 
the  committee.  Several  of  them  we  have  already  touched  upon  in 
the  two  days  of  testimony:  the  need  for  the  3,000  project  base  certif- 
icates to  support  the  partnership  with  the  AFL-CIO  Housing  In- 
vestment Trust  Fund  which  would  have  a  target,  as  I  said,  of  some 
11,500  units,  and  also  the  $25  million  needed  to  leverage  private 
foundation  monies  for  capacity  building  in  community  development 
corporations. 

The  Department  has  two  other  revisions  that  we  would  like  to 
explore  with  0MB  and  to  offer  to  you,  and  we  will  bring  them  to 
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the  committee  in  a  more  formal  fashion,  more  traditional,  formal 
fashion. 

The  first  amendment  is  a  direct  response  to  the  discussion  we 
had  yesterday  and  something  that  has  been  on  my  mind  for  some 
time.  I  began  to  work  on  it  over  the  weekend,  but,  really,  yester- 
day's discussion  crystallized  the  importance  of  it,  and  that  would  be 
to  be  able  to  work  harder  on  helping  people  move  from  traditional 
public  housing  by  coming  up  with  additional  units  of  replacement 
housing. 

What  we  are  proposing  in  this  amendment  would  be  5,000  addi- 
tional incremental  units  on  top  of  what  we  have  asked  for  in  the 
Budget.  The  5,000  would  be  2,000  under  the  Public  Housing  Devel- 
opment Program — for  which  this  budget  calls  for  4,800  units.  So 
adding  2,000  would  be  a  very  substantial  increase  from  4,800  to 
6,800  as  a  result  of  this  amendment. 

And  adding  3,000  units  to  the  program  that  is  called  Moving  to 
Opportunity,  which  is  a  voucher  program  that  would  make  it  possi- 
ble for  people  to  move  from  public  housing.  It  is  a  program  that 
came  as  a  result  of  the  Gautreaux  case  in  Chicago.  Three  thousand 
on  top  of  1,364  would  be  a  better  than  200  percent  increase  in  that 
program  in  this  budget. 

These  5,000  units  are  essential  if  we  are  going  to  carry  out  the 
goal  that  we  discussed  before  you  yesterday,  which  is  to  move 
people  from  severely  distressed  public  housing  developments  where 
we  have  these  incredible  circumstances  that  people  are  being 
forced  to  live  in.  And  yet,  we  cannot  move  them  from  those  circum- 
stances and  demolish,  destroy,  and  do  the  things  that  have  to  be 
done  in  these  projects  to  improve  without  having  replacement 
housing. 

This  would  give  us  5,000  units  of  development  and  Moving  to  Op- 
portunity to  be  able  to  move  people  this  year  to  better  circum- 
stances. It  would  enable  PHAs  to  satisfy  the  one-for-one  replace- 
ment rule  in  a  way  that  fosters  tenant  choice  as  well  our  goal  of 
integrating  people  economically  away  from  concentrations  of  the 
poorest. 

The  Department  would  propose  funding  these  additions  through 
recaptures  of  unused  public  housing  modernization  funds  and  de- 
velopment funds.  And  if  any  remaining  offsets  are  necessary,  they 
would  come  out  of  the  increase  that  is  proposed  in  the  HOME  pro- 
gram for  this  year. 

The  second  amendment  that  we  propose  would  set  aside  $200 
million  for  an  Innovative  Homeless  Program.  The  Department  rec- 
ommend that  funds  for  this  initiative  would  come  directly  from  the 
HOME  program,  and  I  will  explain  in  a  minute  why  we  have 
chosen  the  HOME  program. 

This  fund  would  enable  the  Department  to  carry  out  innovative 
experiments  and  projects  that  could  be  replicated  throughout  the 
country,  such  as  the  one  that  I  described  yesterday  concerning 
Washington,  D.C.  Innovation  today  is  highly  constrained  under  the 
existing  formulas  and  competitive,  categorical,  homeless  programs, 
so  when  we  want  to  do  something  such  as  this  Washington,  D.C. 
initiative,  there  really  isn't  a  way  to  do  it. 

We  are  asking  to  free  up  about  $200  million,  so  we  can  do  some- 
thing like  a  D.C.  initiative,  which  we  think  is  a  $20  to  $30  million 
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initiative  but  also  replicate  it  in  the  most  urgent  cases  around  the 
country. 

We  are  now  pursuing  a  joint  venture  on  homelessness  with  the 
City  of  Washington,  D.C.  The  Department  would  hire  staff.  HUD 
staff  would  work  on  this  and  would  bring  leadership  to  a  joint 
HUD/D.C.  initiative  on  homelessness. 

We  are  currently  discussing  these  revisions  with  0MB,  and,  as  I 
said,  we  will  submit  formal  requests  for  these  two  items.  Both  of 
these  have  been  discussed  in  general  terms  with  you  yesterday,  but 
we  want  to  try  to  firm  up  our  thinking  on  these  two  points  with 
you  in  this  setting. 

Mr.  Gallo.  Mr.  Chairman,  could  I  ask  a  question? 

Mr.  Stokes.  Yes.  I  want  to  get  into  some  questions  with  the  sec- 
retary on  this  matter.  I  will  yield  to  you  in  just  a  moment. 

I  can  appreciate  what  you  are  bringing  to  our  attention,  and  I 
think  that  in  terms  of  the  money  part  we  probably  could  work  with 
you  very  easily  on  that.  The  problem  is,  it  seems  to  me,  you  need 
some  legislation  in  order  to  be  able  to  do  some  of  this. 

Secretary  Cisneros.  On  the  latter  point?  The  homeless  program? 

Mr.  Stokes.  We  are  talking  about  carrying  out  innovative  experi- 
ments and  projects.  That  is  going  to  require  legislation. 

Secretary  Cisneros.  Yes  sir.  We  will  work  on  that. 

Mr.  Stokes.  And  also  the  $25  million  needed  to  leverage  private 
foundation  monies  for  the  capacity  building  of  community  develop- 
ment corporations. 

Secretary  Cisneros.  That  is  already  in  process  with  the  authoriz- 
ing committees. 

Mr.  Stokes.  Good.  I  think  with  that  approach,  then,  we  can  work 
with  you  on  those. 

Secretary  Cisneros.  Thank  you  very  much. 

Mr.  Stokes.  Mr.  Gallo,  I  will  yield  to  you. 

Mr.  Galxo.  Thank  you,  Mr.  Chairman. 

senior  citizen  housing 

I  just  got  a  little  concerned  when  I  heard  you  were  taking  this 
out  of  the  HOME  proposal  which  yesterday,  when  we  discussed 
this,  I  was  very  concerned  about  the  cut  dealing  with  senior  citizen 
housing.  And  the  amount — when  you  take  in  senior  citizen  and 
handicapped,  we  are  talking  about  an  over  $800  million  cut  in  that 
program.  When  you  incorporate  also  the  handicapped — so  you  are 
talking  about  senior  citizens  and  handicapped  in  that  area. 

We  had  a  budget  in  1993  of  1.7  billion.  Now  we  are  down  to  840. 
That  is  an  $868  million  cut.  And  I  see  you  just  spent  450  million  on 
add-ons  which,  to  me,  kind  of  eliminates  your  options  dealing  with 
the  program  that,  I  think,  deserves,  if  nothing  else,  a  support  level 
at  1993. 

Secretary  Cisneros.  Yes  sir. 

First  of  all,  the  proposal  on  February  17th  would  have  rolled  the 
Senior  Citizen  Program  202  and  the  disabled  program  into  HOME. 
We  were  able  to  keep  that  from  happening. 

Mr.  Gallo.  I  understand  that. 

Secretary  Cisneros.  So  the  HOME  program  request  is  for  $1.6 
billion,  up  from  $1.1  billion  last  year,  and  it  increases  steadily  to 


150 

$2.2  billion  in  1995.  What  we  are  proposing  is  being  able  to  fund 
this  what  we  regard  as  critical  need  in  public  housing  development 
and  moving  to  opportunity  vouchers  with  the  HOME  program  as 
backup. 

It  is  not  clear  we  will  have  to  dip  into  the  HOME  program  for 
that  purpose.  We  might  be  able  to  do  it,  and  we  believe  we  will 
from  recaptures  of  unused  public  housing  modernization  and  devel- 
opment funds.  Any  offsets  would  come  out  of  HOME,  but  it  is  not 
clear  we  would  have  to  hit  the  $1.6  billion  at  all  for  that. 

The  other — the  $200  million  for  Innovative  Homeless  is  so  impor- 
tant that  we  think  it  is  legitimate.  To  address  the  HOME  program 
directly,  we  still  would  be  ahead  of  last  year's  number,  which  was 
$1.1  billion,  even  if  we  took  $200  million  from  HOME.  We  feel  that 
these  are  needs  that  are  critical  because  people  are  literally  sleep- 
ing on  sidewalks,  and  there  is  just  no  housing  need  more  critical 
than  that. 

I  consulted  with  the  Assistant  Secretary-Designee,  Andrew 
Cuomo,  about  this  subject,  and  he  concurs  that  utilizing  some  of 
the  HOME  increase  from  last  year  to  this  year  for  that  purpose  is 
warranted. 

Mr.  Gallo.  Could  I  ask  you,  Mr.  Secretary — obviously,  as  you  ex- 
plained, you  fought  to  make  sure  that  there  was  a  line  item  for  the 
senior  citizen  and  handicapped.  And  you  stated  on  the  record  that 
the  HOME  program  would  also  offer  an  opportunity  for  senior  citi- 
zen housing — both  for  senior  citizens  and  disabled  to  be  able  to  par- 
ticipate in  that. 

In  view  of  your  strong  support  for  that — and  I  am  kind  of  talking 
out  loud — but  would  there  be  objections  if  this  committee  restored 
those  monies  from  the  HOME  project  into  the  line  item  of  elderly 
and  disabled  housing  as  it  was  before? 

Secretary  Cisneros.  I  would  like  to  visit  with  you  about  it,  if  that 
is  all  right.  I  want  to  visit  with  our  staff,  and  I  think  this  hearing 
reconvenes  later  as  well  as  Friday,  and  I  would  be  happy  to  try  to 
get  you  a  specific  answer  on  what  we  think  would  be  the  right 
course  on  that. 

[The  information  follows:] 

Housing  Assistance  for  the  Elderly  and  Disabled 

The  1994  Budget  proposes  $840.1  million  for  housing  assistance  directly  in  support 
of  elderly  and  disabled  persons.  This  amount  includes  $373.6  million  for  capital 
grants  to  construct  and/or  rehabilitate  nearly  6,400  units,  $450.6  million  for  rental 
assistance  and  operating  costs  for  these  units  and  $15.9  million  for  service  coordina- 
tors. 

The  1994  Budget  also  proposes  $1.6  billion  for  the  HOME  program  under  which 
elderly  and  disabled  persons  are  eligible  to  be  assisted,  based  on  funding  priorities 
determined  by  jurisdictions  participating  in  the  program.  Additionally,  elderly  and 
disabled  persons  are  eligible  for  Section  8  rental  assistance  generally. 

The  Department  believes  this  reflect  a  balanced  distribution  of  resources  among 
HUD  programs  as  well  as  a  substantial  level  of  housing  support,  particularly  in 
view  of  the  very  difficult  budget  climate. 

Secretary  Cisneros.  We  are,  obviously,  supportive  of  elderly 
housing,  and  we  want  to  support  that  at  the  maximum  that  we 
can.  It  is  one  of  the  most  popular  Federal  programs  that  exists,  and 
there  is  a  need.  I  would  be  happy  to  try  to  bring  you  an  answer  on 
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what  is  the  best  place  to  assure  the  kind  of  funding  you  seek  for 
that. 

Mr.  Gallo.  Thank  you. 

Mr.  Stokes.  I  just  have  to  follow  up  just  a  little  bit  on  what  Mr. 
Gallo  has  pursued  with  you. 

When  I  look  at  your  budget  figures  here  and  see  that  on  the  el- 
derly we  went  from  8,906  units  down  to  4,900.  And  then  on  dis- 
abled you  are  going  from  10,475  down  to  6,400.  It  presents  a  real 
political  problem  for  us  because  these  groups  are  not  going  to  hold 
still  for  these  types  of  cuts,  and  we  just  might  as  well  make  that 
observation  now. 

Secretary  Cisneros.  Let  me  take  a  real  hard  look  at  how  we  can 
deal  with  some  of  this  and  try  to  come  back  with  a  better  place  to 
do  it. 

Mr.  Stokes.  All  right.  Then  we  can  talk. 

Secretary  Cisneros.  Yes,  sir. 

Mr.  Stokes.  All  right. 

Secretary  Cisneros.  OMB  has  given  a  good  deal  of  latitude  pro- 
vided we  stay  within  the  overall  budget  number,  so  we  have  some 
latitude  to  work  on  these  questions. 

Mr.  Stokes.  Fine.  We  will  be  glad  to  revisit  with  you  on  that. 


Tuesday,  April  27,  1993. 
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Mr.  Stokes.  We  will  now  move  to  Policy  Development  and  Re- 
search. 

We  now  recognize  Mr.  Lawrence  L.  Thompson,  General  Deputy 
Assistant  secretary.  Mr.  Thompson,  pleased  to  have  you  with  us. 
Would  you  like  to  introduce  your  associates? 

Mr.  Thompson.  I  have  a  large  number  of  associates  here,  Mr. 
Chairman. 

Mr.  Stokes.  All  right.  We  will  put  the  list  in  the  record,  then. 

Mr.  Thompson.  Thank  you. 

GENERAL  STATEMENT 

Mr.  Stokes.  Your  entire  statement  will  also  be  made  a  part  of 
the  record  at  this  point. 
[The  information  follows:] 
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STATEMENT  OF  LAWRENCE  L.  THOMPSON 

GENERAL  DEPUTY  ASSISTANT  SECRETARY 

OFFICE  OF  POLICY  DEVELOPMENT  AND  RESEARCH 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BEFORE  THE 

SUBCOMMITTEE  ON  VA,  HUD  AND  INDEPENDENT  AGENCIES 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

APRIL  1993 


Mr.  Chairman  and  members  of  the  Subcommittee,  it  is  a 
pleasure  to  appear  before  you  today  to  discuss  the  Department's 
FY  1994  Research  and  Technology  progreun.   PD&R's  budget 
submission  requests  $35  million  for  these  activities,  and 
121  full  time  equivalent  staff.   PD&R's  activities  will 
complement  and  support  the  bold  new  mission  proclaimed  by 
Secretary  Henry  Cisneros:  "To  make   urban  America   a  partner  in 
the  nation's   economic  progress  by  helping  people  create 
communities   of  opportunity."      His  goal  is  to  "Reinvent  HUD"  to 
ensure  that  the  Department  is  a  responsive,  problem  solving 
deliverer  of  flexible  housing,  community  and  economic  development 
resources. 

Secretary  Cisneros  has  assigned  PD&R  a  key  role  in  this 
process.   It  is  the  Office  in  HUD  responsible  for  determining  the 
"real  world"  effects  of  the  Department's  progreims  and  policies. 
PD&R's  role  is  central  to  HUD's  ability  to  improve  progreim 
performance;  enhance  management  effectiveness;  and  ensure 
responsive,  flexible  and  efficient  use  of  resources. 

The  Budget  increase  will  enable  PD&R  to  resume  expansion  of 
its  progreun  evaluation  and  monitoring  agenda  and  to  undertake 
other  important  research  activities  in  all  of  HUD's  progreun  areas 

including  public  and  Indian  housing,  low-income  rental 
assistance,  homeownership,  mortgage  insurance  progreuns,  homeless 
assistance,  community  and  economic  development,  and  fair  housing. 
This  work  provides  the  framework  for  assessing  the  merits  of  HUD 
progreuns  and  alternative  approaches  for  meeting  the 
Administration's  eunbitious  housing  and  community  development 
goals.   It  also  enables  PD&R  to  conduct  housing  market  surveys, 
most  notably  the  American  Housing  Survey  (AHS),  which  are 
essential  to  the  formulation  of  sound  housing  and  community 
development  policies. 

Mr.  Chairman,  one  of  the  principal  clients  of  PD&R  is  the 
Congress.   The  eunount  of  funding  PD&R  receives  directly  affects 
its  ability  to  give  Congress  what  it  asks  for.   The  PD&R  witness 
who  testified  before  this  Subcommittee  last  year  stated  that  PD&R 
had  responsibility  for  30  reports  to  Congress.   Even  though  PD&R 
has  completed  and  transmitted  20  mandated  reports  to  Congress 
during  the  last  12  months,  the  number  of  one-time  and  recurring 
reports  to  be  submitted  now  stands  at  32.   A  total  of  18  new 
report  requirements  were  imposed  either  by  the  Housing  and 


155 


Community  Development  Act  of  1992  or  the  FY  1993  HUD 
Appropriation  Act,  and  many  others  are  recurring  requirements.   A 
number  of  the  25  PDSR  studies  that  were  transmitted  in  the  past 
year  were  late  because  of  resource  limitations. 

My  testimony  will  emphasize  the  progress  PDiR  has  made  in 
implementing  its  program  evaluation  and  monitoring  activities.  I 
will  also  cover  PDiR's  current  research  activities,  including  the 
reports  mandated  by  Congress;  our  plans  to  expand  the  American 
Housing  Survey;  and  plans  for  research,  program  evaluation  and 
monitoring  for  FY  1994.   Both  the  current  and  future  agendas  were 
developed  in  consultation  with  HUD  program  offices  and  reflect 
their  research,  progrcim  evaluation  and  monitoring  needs.   This 
agenda,  as  I  mentioned,  is  subject  to  review  and  revision  based 
on  the  policy  priorities  and  emphases  of  the  Department's  new 
leadership. 

The  program  evaluation  and  monitoring  initiative  began  in 
1991  under  a  mandate  from  Congress.   It  is  designed  to  increase 
the  effectiveness  of  HUD's  programs  by  providing  timely  and 
accurate  information  on  progrcun  activities  and  their  results.   It 
establishes  the  critical  foundation  for  the  Department's  effort 
to  eliminate  fraud,  waste,  abuse  and  mismanagement.   It  helps 
progreun  offices  determine  whether  programs  are  reaching  their 
target  populations  and  assists  them  in  improving  the  design, 
implementation  and  management  of  programs.   And,  as  new  programs 
are  created  and  existing  ones  modified,  the  evaluation  and 
monitoring  function  takes  on  added  importance. 

The  FY  1994  budget  request  includes  $9  million  for  program 
evaluation  and  monitoring.   This  amount  represents  a  significant 
increase  from  the  $4.3  million  allocated  for  this  purpose  in  FY 
1993. 

Secretary  Cisneros  believes  that  HUD's  performance  should  be 
evaluated  on  how  well  it  carries  out  its  program 
responsibilities.   The  funding  proposed  for  FY  1994  for  progreun 
evaluation  and  monitoring  will  help  support  the  Secretary's 
results-oriented  approach  to  housing  and  community  development 
policy. 

In  keeping  with  Secretary  Cisneros'  determination  to  improve 
the  management  and  operation  of  the  Department,  the  program 
evaluation  and  monitoring  function  has  two  fundamental 
objectives: 

to  design  and  implement  new  and  improved  program 
information  systems;  and 

to  evaluate  HUD  progrcuns  over  a  cycle. 
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HUD'S  proqreun  monitoring  function  meets  the  first  of  these 
objectives,  and  it  is  primarily  performed  by  PD&R's  Program 
Monitoring  Division.   Monitoring  builds  information  systems  for 
HUD'S  new  programs  and  improves  information  systems  to  support 
existing  programs,  and  it  then  reports  progr£un  outcomes  and 
performance.   Creating  usable  information  systems  is  central  to 
achieving  the  goal  of  making  demonstrated  improvements  in  the 
design,  implementation  and  management  of  HUD  progrcuns. 

Let  me  provide  you  with  an  excunple.  As  this  committee  knows, 
Mr.  Chairman,  the  Section  8  subsidy  payment  process  has  been  and 
remains  the  most  serious  material  weakness  in  HUD's  financial 
management  systems.   PD&R  has  provided  technical  assistance  to 
improve  and  implement  portions  of  the  new  Section  8  Tenant  Rental 
Assistance  Certification  System  (TRACS),  and  to  expand  the 
Multifajnily  Tenant  Certification  System  (MTCS). 

Expanding  the  MTCS  will  provide  HUD  and  Congress  with 
valuable  data  on  residents  of  assisted  housing.   MTCS  data  have 
in  the  past  proved  to  be  valuable  as  a  monitoring,  program 
evaluation  and  program  management  tool  for  the  public  housing 
program.   PD&R's  Monitoring  Division  has  nearly  completed  work  on 
the  redesign  and  testing  of  the  basic  MTCS  tenant  data  forms 
(known  as  forms  50058  and  50059 y  used  by  the  Department  to  make 
rental  assistance  payments  and  to  collect  information  on  the 
socioeconomic  characteristics  of  program  participants.   Once  this 
activity  is  completed,  MTCS  data  will  then  also  be  available  on 
participants  of  assisted  as  well  as  public  housing.   MTCS  data 
for  public  housing  have  previously  been  used  to  estimate  the 
number  of  children  in  public  housing  who  ndght  be  exposed  to 
lead-based  paint  poisoning,  to  portray  the  racial  and  ethnic 
composition  of  public  housing  residents,  and  to  estimate  the 
number  of  "old"  elderly  in  public  housing. 

Based  on  this  past  experience,  we  believe  that  expanding 
MTCS  data  to  assisted  housing  will  greatly  enhance  the  ability  of 
HUD  staff  at  all  levels  to  perform  their  oversight  and  progreun 
management  functions.   More  important,  it.  will  help  this 
Department  determine  whether  its  assisted  housing  progr2un  is 
effectively  furthering  the  goals  of  affordable  housing  and  self- 
sufficiency  that  are  at  the  heart  of  its  cdssion. 

Several  projects  have  also  been  undertaken  to  develop 
computer  procedures  so  that  information  could  be  used  by  HUD 
Headquarters  and  field  staff  for  monitoring  other  program 
activities.   PD&R's  Program  Monitoring  Division  played  a  major 
role  in  the  design  of  information  systems  for  such  new  programs 
as  HOME;  HOPE  1,2,  ajid  3;  and  the  Feunily  Self-Suf f iciency 
Program,  so  that  these  programs  can  be  adequately  monitored  and 
evaluated  as  they  are  implemented.   This  development  activity  is 
now  essentially  complete. 
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other  exeunples  of  program  monitoring  activities  now  being 
undertaken  include: 

Designing  information  systems  for  the  Drug  Elimination 
progrcun,  Youthbuild,  and  the  lead-based  paint  testing 
and  abatement  programs  for  public  and  privately-owned 
housing;  and 

Making  information  systems  more  useful  to  HUD  personnel 
for  monitoring  purposes,  by  preparing  user  guides  and 
customized  reports  for  MTCS,  TRACS  and  the  Family  Self- 
Sufficiency  Program.   These  activities  will  be 
completed  as  soon  as  the  redesign  and  testing  of  the 
50058/50059  forms  has  been  completed. 

PDSR's  Office  of  Econoric  Affairs  also  contributes  to  the 
progreun  monitoring  function  by: 

estimating  and  publishing  the  Section  8  Fair  Market 
Rents  (FMRs)  that  serve  as  the  subsidy  payment  standard 
for  the  Section  8  certificate,  voucher,  and  moderate 
rehabilitation  progreuns;  and 

making  significant  technical  improvements  in  the  models 
used  to  prepare  the  independent  actuarial  analysis  of 
the  FHA  Mutual  Mortgage  Insurance  Fund,  thus  ensuring 
that  program  managers  and  the  Congress  have  credible 
reports  to  weigh  policy  options  for  the  single-family 
mortgage  insurance  program. 

Mr.  Chairman,  the  identification  of  program  information 
weakness  and  the  implementation  of  improvements  will  continue. 
However,  program  monitoring  activities  in  FY  1994  will  place  a 
greater  emphasis  on  the  design  of  program  indicators  and  the  use 
of  those  indicators  to  identify  how  successfully  various  progrzons 
are  functioning. 

PDfcR's  program  evaluation  function  enables  us  to  determine 
if  existing  programs  are  reaching  their  intended  beneficiaries 
and  are  providing  the  intended  results,  whether  progreun  costs  are 
in  balance  with  program  benefits,  and  whether  progrcuns  are  having 
any  unintended  effects. 

During  the  last  12  months,  five  evaluations  were  completed, 
including  assessments  of  Prospective  Payment  Systems  for  Public 
Bousing,  the  Neighborhood  Development  Demonstration  Program, 
Public  Housing  Child  Care,  Public  Bousing  Resident  Management, 
and  the  Rural  Rental  Rehabilitation  Demonstration.   All  of  these 
mandated  studies  have  been  sent  to  Congress. 
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PD&R  plans  to  complete  nine  more  progrcun  evaluations  during 
the  current  fiscal  year.   One  of  the  most  significant  is  an 
evaluation  of  the  adequacy,  effectiveness  and  equity  of  the 
formula  used  to  allocate  Community  Development  Block  Grant  (CDBG) 
funds,  using  1990  Census  data.   Based  on  the  findings  of  this 
study,  HUD  and  Congress  may  consider  developing  a  new  allocation 
formula  to  ensure  that  the  statutory  purposes  of  the  CDBG  program 
are  being  achieved. 

Other  evaluations  scheduled  for  completion  this  year 
include:   alternative  operating  subsidy  systems  for  public 
housing,  the  Emergency  Shelter  Grant  program,  the  Supportive 
Housing  for  the  Homeless  program,  the  Fair-  Housing  Initiatives 
testing  program,  and  two  studies  of  the  capacity  of  non-profit 
organizations  to  develop  low-income  and  affordable  housing. 

Among  the  studies  underway  or  expected  to  begin  in  FY  1993 
are  evaluations  of  the  HOME  program,  the  CDBG  program.  Section 
811  Supportive  Housing  programs  for  the  disabled;  American  Indian 
and  Alaska  Native  Housing;  the  Shelter  Plus  Care  program;  Feimily 
Self-sufficiency;  Moving  to  Opportunity;  EOPE  1,2,3  and  4;  and 
Public  Housing  Comprehensive  Grant,  or  modernization,  program. 
Most  of  these  evaluations  will  start  on  a  small  scale  in  FY  1993 
because  of  budget  limitations,  but  will  be  expanded  in  FY  1994, 
depending  on  appropriations. 

PD&R  expects  that  its  1994  agenda  wc.:ld,  among  other  things, 
include  an  analysis  of  the  CDBG  and  Suppcrtive  Housing  for  the 
Homeless  stimulus  prograins  proposed  by  the  Administration, 
Title  VIII  Fair  Housing  enforcement,  the  Public  Housing 
Management  Assessment  Program  (PHMAP) ,  the  Section  108  Loan 
Guarantee  program,  the  Moving  to  Opportunity  Demonstration,  and 
the  Public  Housing  Youth  Sports  Grant  prooram 

In  addition  to  program  evaluation  and  monitoring  activities, 
PDSiR  is  also  responsible  for  conducting  research  on  HUD  programs 
and  emerging  policy  issues. 

Mr.  Chairman,  Secretary  Cisneros  has  assigned  to  PD&R  the 
responsibility  of  assessing  the  health  of  our  urban  communities — 
including  fiscal,  economic,  social  and  physical--and  to 
periodically  report  on  how  urban  conditions  are  changing  over 
time.   This  work  is  critical  to  the  policy  process  and  the 
creation  of  appropriate  departmental  programs.   Nevertheless,  the 
prior  three  administrations  have  done  virtually  no  work  in  this 
area.   PD&R  expects  to  reprogram  existing  FY  1993  resources  to 
re-establish  PD&R's  research  program  in  state  and  local  public 
finance,  and  to  allocate  a  portion  of  the  increment  in  FY  1994 
funding  to  mount  research  initiatives  in  this  and  related  areas. 
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We  also  plan  a  significant    increase    in   funding   for   the 
research    function   in  part  to  complete    the   PHA  waiting   lists 
project,    which  investigates   the   question    of  whether   the   use  of 
merged  waiting   lists   for  public   housing   axid   Section   8   programs 
would  contribute  to  the  Administration's   goal   of  affirmatively 
furthering  fair  housing. 

PDiR's   new  research  initiatives    will    focus   on  promoting 
housing  choice  and  geographic,    social    and    economic  mobility. 
Fair   housing  means  more  than   simply   complying  with   the   Fair 
Housing  Act.      It   extends  as  well    to.  assuring  all  Americans   the 
fair   and   open  access   to  affordable    housing   opportunities   without 
regard  to  geographical   boundaries    or    other  barriers. 
Accordingly,    our  research  agenda    includes    studies   of   how  to 
increase   the  portability  of   Section    8    rental   assistance;    whether 
Section   8   rental   assistance   recipients   are  discriminated   against 
compared   to  unsubsidized  low-income    families  who  seek   housing   in 
the   private  market;    and  the   incidence   of   mortgage  credit 
discrimination. 

Along  with  HUD's  Office   of    Fair    Housing  and  Equal 
Opportunity,    PD&R  will   also  be   cosponsoring   next  month   a  major 
research   conference   on   home  mortgage    lendJ.ng  and  discrimination. 
This   conference  will   bring    together    major    scholars    and 
practitioners   in  the  mortgage   credit    and    fair   housing    fields,    and 
will   help  PD&R  to   formulate   its    future   research  agenda    for   fair 
housing   and  contribute  to  the    achievement    of   the   Secretary's    fair 
housing   goals. 

Mr.    Chairman,    the    information    systems   developed   by    PD&R   are 
used   not   only  to  assist   in  program  management,    evaluation   and 
monitoring,    but   also   to   inform   policy    discussions.       PD&R's 
Multifamily  Capital   Needs  Assessment,    which  was   transmitted  to 
Congress    in  November    1992,    is    an   example    of   our  ability   to 
develop   statistically  valid,    representative   information   on  the 
costs   of   operating,    managing   and  maintaining  low-  and  moderate- 
income  housing. 

During  the   last    12  months,    PD&R   completed  excuninations  of 
the   expanded  use  of   the  Section   8    voucher   and  certificate 
programs   by   Indian   Housing  Authorities;    the  utility   for   program 
planning   purposes   of   the  Comprehensive   Bousing  Af fordability 
Strategies    (CHAS)    requirement   of   the    1990   National  Affordable 
Housing  Act;    the   problems   of    radon    in    HUD-assisted   properties; 
the    estimated   number   of   public    housing   units   requiring    lead-based 
paint   testing  and  abatement;    and   the    use    of   Home  Mortgage 
Disclosure  Act    (HMDA)    data   for   performance   monitoring   of    FHA 
lenders.      Information  on  lead-based    paint   abatement   requirements 
in  public   housing,    for  example,    will    help   inform  Congress's 
decisions   concerning   the  commitment    of   public   housing 
modernization    funds   to   address    lead-based   paint   problems. 
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Exeunples  of  current  research  on  emerging  policy  issues 
include:  a" study  of  multifamily  projects  assisted  under  the 
Flexible  Subsidy  program,  descriptions  of  who  lives  in  public 
housing,  documentation  of  the  housing  needs  of  American  Indian 
and  Alaska  Natives,  the  housing  dynamics  in  racially  changing 
neighborhoods,  and  an  analysis  of  voucher  and  certificate 
utilization  rates  across  the  country. 

With  respect  to  this  final  item,  Mr.  Chairman,  the  current 
research  is  a  follow-up  to  a  study  transmitted  to  Congress  in 
1990,  which  attempted  to  gauge  the  success  of  the  freestanding 
voucher  program.   Now  that  the  voucher  program  has  become  an 
established  part  of  the  nation's  assisted  housing  program,  it  is 
essential  for  policy  makers  to  know  how  effectively  the  program 
meets  the  shelter  needs  of  different  segments  of  the  income- 
eligible  population  and  whether  utilization  rates  vary  by  region 
and  housing  market  condition. 

PDiR's  reports  to  Congress  on  "worst-case"  housing  needs 
enable  Congress  to  tailor  housing  assistance  programs  to  meet 
urgent  needs.   These  reports  provide  Congress  with  valuable 
information  on  the  size  of  the  "worst  case"  population  and  the 
specific  housing  problems  they  face.   Early  this  year,  PD&R 
transmitted  its  second  annual  report.   We  anticipate  that  a  third 
report,  based  on  1990  Census  data,  will  be  transmitted  in  this 
fiscal  year. 

PD&R's  research  on  affordable  housing  technology  is 
important  because  efforts  in  this  area  contribute  significantly 
to  reducing  barriers  to  housing  af fordability  and  enhancing 
residential  safety  and  livability.   For  example: 

In  response  to  the  devastation  caused  by  Hurricane 
Andrew,  PD&R  quickly  contracted  with  the  National 
Institute  on  Standards  and  Technology  (NIST)  to  develop 
revised  wind  load  criteria  for  manufactured  housing. 
This  research  will  contribute  to  the  ultimate 
development  of  permanent  standards  to  improve  the 
safety  of  manufactured  housing  located  in  hurricane- 
prone  areas.   Although  the  study  is  not  yet  complete,  a 
portion  of  the  NIST  research  was  used  by  HUD  to  develop 
newly  upgraded  wind  standards  that  are  soon  to  be 
published  as  a  proposed  rule  in  the  Federal  Register. 

A  series  of  lead-based  paint  research  projects  will  be 
completed  in  1993.  These  include  a  spot  test  for  lead 
that  can  be  used  as  an  early  screening  tool  in  the 
physical  inspection  of  properties,  and  the  development 
of  analytical  procedures  to  determine  lead  levels  in 
dust  in  carpeting  and  house  ducts. 
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Various  lead-based  paint  research  projects  will 
continue,  including  support  for  EPA's  Federal 
clearinghouse. 

The  second  year  of  BUD's  cooperative  agreement  with  the 
National  Association  of  Home  Builders  Research  Center 
will  result  in  the  construction  of  demonstration  houses 
using  new  affordable  building  technologies,  an  analysis 
of  conventional  housing  stock  dajnaged  by  Hurricane 
Andrew,  guidelines  for  States  on  impact  fees,  and  new 
techniques  to  reduce  land  development  costs. 

Working  with  EPA's  Office  of  Radon,  PD&R  will  continue 
its  pilot  prograjn  to  develop  testing  and  mitigation 
guidebooks  for  the  elimination  of  radon  hazards  in  HUD- 
assisted  multifamily  housing. 

The  1992  Housing  and  Community  Development  Act  created 
within  HUD  an  arms'  length  regulator  of  Fannie  Mae  and  Freddie 
Mac,  the  Office  of  Federal  Housing  Enterprise  Oversight  (OFHEO) . 
This  will  shift  to  OFHEO  some  of  the  responsibility  of  PD&R's 
Financial  Institutions  Regulatory  Staff  for  the  oversight  of 
those  Government  Sponsored  Enterprises  (GSEs).   However,  under 
the  1992  Act,  the  Secretary  is  still  responsible  for  many  GSE- 
related  studies  and  activities,  which  remain  the  responsibility 
of  PDiR.   Activities  for  1993  and  1994  that  address  Congressional 
mandates  include; 

A  study  of  the  Federal  Home  Loan  Bank  System,  which 
will  include  recommendations  for  reform  of  the  Bank 
System; 

Establishment  of  interim  and  longer  term  affordable 
housing  goals  for  Government  Sponsored  Enterprises;  and 

Regulatory  examinations  of  Fannie  Mae  and  Freddie  Mac. 

Mr.  Chairman,  the  largest  single  portion  of  PD&R's  budget  is 
for  Housing  Market  Surveys.   In  FY  1993,  these  surveys  alone  cost 
$16.7  million,  or  almost  67  percent  of  PD&R's  budget.   We  are 
projecting  $20  million  for  surveys  of  housing  and  financial 
markets  in  1994  —  an  increase  of  $3.3  million  above  the  current 
year.   Housing  market  data  are  essential  to  the  formulation  of 
sound  housing  and  community  development  policies.   As  rapid 
changes  in  housing  markets  occur,  it  is  essential  for  policy 
makers  to  keep  abreast  of  these  changes  and  to  understand  their 
potential  impacts  on  home  building,  the  af fordability  and 
availability  of  both  owner-occupied  and  privately  owned  rental 
housing,  and  the  soundness  of  the  insurance  funds  and  secondary 
market  entities  that  support  private  housing  development. 
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PDSR'8  research  activities  in  this  area  emphasize  the 
provision  to  a  variety  of  users  of  reliable  and  up-to-date 
information  on  market  conditions  and  evaluating  the  impact  of 
existing  policies  on  housing  availability  and  af fordability.   The 
most  important  and  costly  survey  conducted  by  the  Department  is 
the  American  Housing  Survey  (ABS),  which  was  mandated  by 
Section  512  of  the  Housing  and  Urban  Development  Act  of  1970.   A 
national  survey  is  conducted  in  odd-  numbered  years,  and  44 
metropolitan  areas  are  surveyed,  11  each  year  over  a  4 -year 
cycle. 

(The  11  metropolitan  areas  scheduled  to  be  surveyed  in  1994 
are  Anaheim-Santa  Ana,  CA,  Riverside-San  Bernardino-Ontario,  CA 
Buffalo,  Dallas,  Ft.  Worth-Arlington,  Los  Angeles-Long  Beach, 
Milwaukee,  Philadelphia,  Phoenix,  and  San  Diego.) 

In  recent  years,  AHS  data  has  been  used  to  measure  the 
exposure  of  children  and  homes  to  lead-based  paint;  estimate 
worst  case  housing  needs;  report  on  the  characteristics  of 
Section  8  and  public  housing  tenants;  and  compare  assisted  and 
non-assisted  renters.  We  are  proposing  a  significant  increase  in 
funding  for  the  housing  markets  studies  to  ensure  the  continued 
reliability  and  coverage  of  the  AHS  data. 

Data  levels  have  been  reduced  so  sharply  in  recent  years 
that  the  reliability  of  the  information  obtained  from  them  is 
threatened.   Since  the  early  1980s,  several  reductions  in 
coverage  and  frequency  of  the  AHS  have  occurred.   The  number  of 
separate  metropolitan  areas  covered  by  the  AHS  has  declined  from 
60  to  44;  the  frequency  for  enumeration  for  the  National  survey 
has  decreased  from  annually  to  biennially;  and  the  frequency  for 
metropolitan  surveys  has  decreased  from  every  third  to  every 
fourth  year.   Further,  the  metropolitan  sample  size  have  been  cut 
from  the  range  of  4,200-8,500  units  to  an  average  of  3,200.   Only 
a  third  of  these  are  occupied  rental  units,  so  these  samples  are 
extremely  thin  for  more  localized  housing  market  analyses  of 
condition  of  supply  and  demand. 

PD&R's  1994  budget  request  reflects  a  number  of  important 
revisions  to  the  AHS.   Among  the  most  important  of  these  is  an 
increase  the  number  of  metropolitan  areas  surveyed  from  44  to  47 
adding  the  three  largest  metropolitan  areas  not  currently 
surveyed,  Sacramento,  CA  and  Charlotte,  NC,  and  a  separate  survey 
for  Oakland,  CA.   In  addition,  metropolitan  scunple  sizes  will  be 
reestablished  at  an  average  level  of  4,700  units,  or  almost  50 
percent  greater  than  the  current  average. 
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Mr.  Chairman,  the  metropolitan  area  data  obtained  from  the 
AHS  are  essential  to  the  formulation  of  sound  national  housing 
policies.   Without  the  requested  resources,  we  will  not  be  able 
to  add  any  additional  large  metropolitan  areas  to  the  survey. 
Indeed,  we  will  be  faced  with  the  prospect  of  actually  reducing 
the  number  of  metropolitan  areas  now  surveyed  in  order  to  ensure 
that  sample  sizes  remain  at  acceptable  levels  of  statistical 
reliability  and  accuracy. 

Mr.  Chairman,  in  recognizing  the  critical  nature  of  our 
work,  Secretary  Cisneros  has  requested  a  Research  and  Technology 
appropriation  of  $35  million  for  FY  1994,  and  121  full-time 
equivalent  staff.   This  request  represents  an  increase  of 
$10  million  from  the  level  initially  appropriated  for  FY  1993, 
but  just  13  hundredths  of  one  percent  of  HUD's  total  FY  1994 
total  requested  budget  authority. 

Mr.  Chairman,  in  closing,  I  would  like  to  put  PD&R's  budget 
and  staffing  requests  in  perspective.   In  FY  1993  and  in  the 
recent  past,  two-thirds  of  PD&R's  budget  has  been  used  for  the 
collection  and  dissemination  of  large-scale  data  sets  like  the 
American  Housing  Survey.   In  FY  1993,  another  15  percent  of  our 
budget  was  earmarked  to  fund  important  non-HUD  activities  related 
to  our  mission  such  as  the  Commission  on  Severely  Distressed 
Public  Housing  and  National  Commission  on  Manufactured  Housing, 
and  other  earmarked  activities.   Moreover,  another  6  percent  of 
our  budget  was  devoted  to  work  related  to  the  completion  of 
reports  that  were  mandated  by  the  Congress.   The  remaining 
10  percent  or  just  $2.5  million,  including  research  support,  was 
available  to  spend  for  discretionary  research  and  evaluation 
activities  in  support  of  our  program  mission.   Mr.  Chairman,  in 
order  to  maintain  the  quality  and  accuracy  of  our  housing  and 
finance  data  bases  upon  which  you,  the  Congress  and  other 
important  public  and  private  constituencies  rely  and  still  have 
sufficient  discretionary  funds  to  serve  the  Secretary's  and  HUD 
program  offices  research  and  evaluation  needs,  we  urgently 
request  approval  of  our  appropriation  request. 

With  the  increase  in  mandated  reporting  requirements,  PD&R's 
assumption  of  increased  staffing  of  new  Department 
responsibilities  such  as  those  relating  to  the  GSE's,  further 
staff  reductions  will  cause  us  to  lengthen  reporting  schedules, 
stretch  out  program  evaluations  and  reduce  the  number  of 
discretionary  projects  we  can  initiate  each  year. 

At  this  time  of  dramatic  transition  in  national  and 
Department  leadership,  it  is  critical  that  we  maintain  a  strong, 
responsive,  high-quality  research  and  technology  program. 
Secretary  Cisneros  is  looking  to  PD&R  as  a  critical  source  of 
policy  advice,  program  assessment,  research  support  and  to  play  a 
central  role  in  carrying  out  the  Department's  national  urban 
policy  responsibilities. 

Thank  you  for  providing  me  this  opportunity  to  describe 
PD&R's  progress  and  plans  for  FY  1994.   I  would  be  happy  to 
answer  any  questions  that  you  might  have. 
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Mr.  Stokes.  Did  you  care  to  make  any  additional  remarks  before 
we  go  to  questions? 

Mr.  Thompson.  With  your  permission,  Mr.  Chairman,  I  would 
like  to  make  just  a  brief  overview  statement. 

Mr.  Stokes.  Please  proceed,  Mr.  Chairman. 

Mr.  Thompson.  Mr.  Chairman,  members  of  the  committee,  it  is  a 
pleasure  to  appear  before  you  today  to  discuss  the  Department's 
1994  Research  and  Technology  account.  HUD's  Budget  submission 
requests  $35  million  for  these  activities  and  121  FTE.  These  activi- 
ties will  complement  and  support  the  bold  new  mission  for  HUD 
proclaimed  by  Secretary  Henry  Cisneros,  as  he  outlined  for  you 
yesterday  and  throughout  these  proceedings. 

The  Secretary  has  assigned  PD&R  a  key  role  in  the  reinventing- 
HUD  process.  It  is  the  Office  in  HUD  responsible  for  determining 
the  real  world  effects  of  the  Department's  programs  and  policies. 

The  Budget  increase  we  seek  will  enable  PD&R  to  resume  expan- 
sion of  its  program  evaluation  and  monitoring  agenda  and  to  un- 
dertake other  important  research  activities  in  all  of  HUD's  pro- 
gram areas  in  consultation  with  the  program  offices.  The  Budget 
increase  will  also  enable  PD&R  to  conduct  and  improve  various 
housing  market  surveys,  most  notably  the  American  Housing 
Survey,  which  are  essential  to  the  formulation  of  sound  housing 
and  community  development  policies. 

Mr.  Chairman,  $35  million  for  1994  represents  an  increase  of  $10 
million  from  the  level  initially  appropriated  for  fiscal  year  1993. 
But  that  $35  million  is  just  a  little  over  one-tenth  of  1  percent  of 
HUD's  total  budget  for  1994.  We  hope  that,  from  that  perspective, 
you  will  agree  this  is  a  good  investment  for  the  Department. 

With  that  overview,  I  would  be  pleased  to  answer  any  questions 
you  committee  members  might  have. 

Mr.  Stokes.  Thank  you,  Mr.  Thompson. 

FUTURE  DIRECTION  OF  HUD  RESEARCH 

As  you  have  just  stated,  you  are  requesting  $35.1  million  for  the 
research  and  technology  appropriation  in  1994.  As  you  further 
stated,  this  is  an  increase  of  $10  million  above  the  1993  appropria- 
tion. A  staffing  level  of  121  is  proposed,  which  is  a  decrease  of 
three  below  1993. 

Do  you  plan  to  change  the  direction  of  HUD's  research  program? 

Mr.  Thompson.  Well,  I  don't  know  that  we  envision  a  fundamen- 
tal change  of  direction,  but,  with  the  additional  funds,  we  would 
expand  and  continue  some  of  the  things  we  have  been  doing,  and, 
of  course,  match  them  closely  to  the  priorities  of  the  Secretary  and 
of  the  new  leadership  in  the  Department.  The  increase  would 
permit  us  to  resume  the  expansion  of  our  evaluation  and  monitor- 
ing activities  which,  we  think,  is  central  to  the  reinventing  of 
HUD. 

Because  of  budget  restrictions  over  the  last  2  years,  we  have 
slowed  down  and  in  some  cases  postponed  our  evaluation  and  moni- 
toring activities.  So  a  significant  portion  of  the  increase  would  go 
into  that  area,  Mr.  Chairman,  and  also  another  significant  portion 
would  go  to  an  expansion  and  improvement  of  the  American  Hous- 
ing Survey. 
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Beyond  that,  we  would  focus  our  additional  resources  on  the  Sec- 
retary's priorities  which  involve,  as  you  have  heard,  housing 
choice,  greater  emphasis  on  cities,  more  attention  to  innovations  in 
public  housing  and  the  like. 

Mr.  Stokes.  In  your  justifications,  you  indicate  that  one  of  the 
three  most  critical  aspects  of  HUD's  mission  is  to  develop  an  urban 
strategy.  Tell  us,  what  specific  efforts  does  the  Office  of  Policy  De- 
velopment and  Research  plan  to  undertake  in  developing  this 
urban  strategy? 

Mr.  Thompson.  Well,  our  Office  has  traditionally  been  assigned 
the  major  support  role  for  preparing  the  National  Urban  Policy 
Report.  And  I  believe  we  will  again  be  doing  that  this  year.  So  we 
will  be  working  with  the  Secretary  and  top  leadership  in  the  De- 
partment to  reflect  in  that  document  the  issues  and  strategies  that 
he  is  articulating.  That  would  be  a  very  important  activity  for  us. 

Mr.  Stokes.  Mr.  Secretary. 

Secretary  Cisneros.  Mr.  Chairman,  let  me  try  to  add  a  word  on 
both  questions. 

First,  I  do  not  envision  fundamental  redirections  of  research  be- 
cause I  think  the  professional  staff  has  done  a  good  job  of  identify- 
ing research  priorities  and  evaluation  and  so  forth.  But  I  do  believe 
we  want  to  use  PD&R  in  a  more  aggressive  and  involved  way. 

There  is  a  lot  of  talent  there.  We  are  bringing  top  people  to  the 
enterprise,  and  I  do  believe  that  they  could  play  a  very  important 
role  in  helping  us  shape  the  intelligence  of  what  we  do  throughout 
the  Department — inform  the  debate,  inform  our  actions  and  deci- 
sions with  good  quality,  substantive  research. 

I  believe  in  it,  and  that  is  part  of  the  reason  we  are  asking  for 
the  increase,  in  addition  to  the  fact  that  in  the  Designee  for  Assist- 
ant Secretary  we  have  one  of  the  top  researchers  in  the  country  on 
urban  development  and  real  estate.  He  comes  from  North  Carolina, 
Mike  Stegman,  and  he  is  bringing  top  people  with  him  on  poverty 
and  other  subjects  that  will  be  very  important  to  us. 

Secondly,  on  urban  strategy.  Yesterday,  I  shared  with  you  sever- 
al concepts  of  how  we  will  remake  HUD  by  focusing  on  community 
and  what  that  means,  literally  bringing  community  organizations 
and  communities  into  a  relationship  to  carry  out  our  mission  by  in- 
fusing our  programs  with  a  dimension  of  economic  lift  and  thrust 
and  by  focusing  on  the  behaviors  in  society  that  will  allow  us  to 
break  up  the  concentrations  that  are  the  result  of  years  of  discrimi- 
nation and  so  forth. 

First  of  all,  it  was  PD&R  that  helped  us  identify,  out  of  many 
combinations  of  choices,  and  these  policies.  That  is  the  first  step  in 
urban  strategy.  It  is  also  a  strategy  we  are  sharing  with  the  White 
House.  It  will  also  be  PD&R  who  will  help  us  take  it  to  the  next 
step  as  we  try  to  divide  and  define  what  this  really  means  in  terms 
of  how  we  reorganize  our  programs,  our  policies,  how  we  inform 
our  policy  discussion. 

So  I  think  you  are  going  to  find  an  entity  here  in  PD&R  that 
really  is  a  brain  trust  for  what  we  try  to  do  in  the  Department.  It 
has  already  proven  itself  to  be  that  in  the  early  months.  I  am  most 
impressed  with  the  professional  result,  and  what  we  have  produced 
today  is  in  great  measure  a  result  of  the  application  of  their  profes- 
sional skills. 
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PROGRAM  EVALUATION  AND  MONITORING 

Mr.  Stokes.  Thank  you. 

You  are  requesting  $8,550,000  for  program  evaluation  and  moni- 
toring activities  in  1994.  This  is  the  largest  proposed  increase  of  the 
major  program  areas  in  research.  Will  this  effort  for  program  eval- 
uation and  monitoring  differ  from  previous  proposals? 

Mr.  Thompson.  Not  fundamentally,  Mr.  Chairman.  I  think  it  is 
just  the  expansion,  acceleration  of  the  kinds  of  program  monitoring 
activities  we  have  done  in  the  past. 

Since  that  initiative  was  enacted  in  1989  and  first  funded  in 
1991,  we  have  been  committed  to  a  cycle  of  evaluating  all  HUD 
programs,  and  we  have  been  restrained  in  the  last  two  fiscal  years 
in  the  amount  that  we  could  apply  to  that  area.  We  have  continued 
to  undertake  a  large  number  of  evaluations  where  we  have  had  to 
stretch  them  out  and  postpone  many  of  them.  So,  with  these  addi- 
tional funds,  if  approved,  we  would,  particularly  try  to  aim  our  ac- 
tivities at  things  that  support  the  Secretary's  priorities,  as  I  men- 
tioned before,  especially  things  like  fair  housing  and  housing  choice 
and  a  focus  on  city  and  urban  type  work. 

HOUSING  market  STUDIES 

Mr.  Stokes.  You  are  requesting  a  $3.3  million  increase  for  the 
housing  markets  activity  in  1994.  The  justifications  indicate  that 
part  of  the  increase  in  cost  is  due  to  the  addition  of  the  three  met- 
ropolitan areas  in  the  American  Housing  Survey.  Which  three  met- 
ropolitan areas  do  you  propose  to  add  to  the  housing  survey  and 
tell  us  why. 

Mr.  Thompson.  The  three  are  Oakland,  California;  Sacramento, 
California;  and  Charlotte,  North  Carolina.  The  reason  is  we  do  44 
now,  and  those  are  the  next  three  largest  that  are  not  currently 
covered.  That  is  how  those  three  are  selected. 

Mr.  Stokes.  All  right. 

Mr.  Thompson.  We  hope  to  be  able  to  build  back.  At  one  time, 
we  did  60  metropolitan  areas  surveys,  and  we  had  to  cut  back  to 
the  current  44.  We  would  like  to  move  in  the  other  direction.  These 
three — we  think  these  major  three  areas  would  be  very  important 
to  begin  with. 

FAIR  housing  research 

Mr.  Stokes.  I  see. 

You  are  requesting  $750,000  for  fair  housing  research  in  1994,  an 
increase  of  $350,000  above  1993.  The  justification  indicates  that  re- 
search projects  identified  as  part  of  the  credit  discrimination 
agenda  will  continue  in  fiscal  year  1994.  Explain  this  research 
effort  and  what  has  been  the  results  of  the  research  to  date. 

Mr.  Thompson.  In  the  fair  housing  area,  it  is,  as  I  mentioned, 
one  that  we  would  be  expanding  in  1994.  We  are  doing  a  variety  of 
things  in  that  area  now  and  would  continue  them. 

One  specific  example  is  a  major  national  conference  that  we  are 
holding  in  Washington  next  month  on  mortgage  credit  discrimina- 
tion, discrimination  in  lending.  We  are  bringing  experts  and  spe- 
cialists from  all  around  the  country  to  share  their  thoughts  on  this 
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subject  and,  particularly,  to  give  us  their  thoughts  on  how  we 
would  focus  research  for  the  future.  So  that  is  one  major  activity. 

Some  of  the  other  things  that  are  fair  housing  or  fair  housing- 
related  that  we  would  expect  to  do,  the  moving  to  opportunities 
demonstration,  that  the  Secretary  has  mentioned,  requires  by  law 
an  evaluation.  We  are  gearing  up  and  preparing  to  undertake  that 
evaluation.  We  also  would  like  to  pursue  a  systematic  analysis  of 
the  whole  area  of  Title  VIII  fair  housing  enforcement  activities  to 
give  that  area  careful  review  as  to  the  number  of  cases,  the  appli- 
cation of  manpower,  the  role  of  the  States,  what  has  happened 
since  the  amendments  in  1989  that  expanded  the  coverage,  and 
there  are  several  other  areas  of  that  type  related  both  to  the  Fair 
Housing  Act  and  the  individual  programs  such  as  section  8. 

We  are  under  a  mandate  from  the  Congress,  for  example,  to  do  a 
study  on  how  the  section  8  program  has  and  can  further  fair  hous- 
ing in  terms  of  opening  up  housing  choices  and  responding  to 
court-ordered  mandates  in  that  area.  These  are  illustrative,  Mr. 
Chairman,  of  the  kinds  of  things  we  would  do  in  this  very,  very  im- 
portant area  in  1994. 

MANUFACTURED  HOUSING  RESEARCH 

Mr.  Stokes.  The  justifications  indicate  that  work  will  continue 
on  manufactured  housing  research.  How  much  is  planned  to  be 
spent  in  1994  on  manufactured  housing  research? 

Mr.  Thompson.  I  don't  have  an  exact  figure  for — we  don't  quite 
break  it  down  that  way  so  I  don't  have  an  exact  figure,  but  the 
kinds  of  things  we  are  doing  now  and  we  would  expect  to  do  are 
rather  highly  technical  matters  that  have  to  do  with  engineering 
and  design  innovations  in  manufactured  housing.  For  example,  we 
have  a  project  ongoing  now  that  deals  with  the  whole  problem  of 
moisture  and  ventilation  in  manufactured  housing.  For  reasons 
that  are  beyond  my  technical  grasp,  this  seems  to  be  a  particular 
problem  in  warping  and  in  causing  condensation  in  manufactured 
housing  and  we  are  working  on  that  type  of  topic.  We  are  working 
closely  with  the  office  in  HUD  that  is  responsible  for  the  code.  We 
try  to  come  up  with  design  technical  innovations. 

Mr.  Stokes.  Is  any  of  the  manufactured  housing  research  done 
in-house? 

Mr.  Thompson.  I  don't  think  we  actually  do  research  in-house. 
Most  of  that  kind  of 

Mr.  Stokes.  It  is  contracted  out? 

Mr.  Thompson.  R&D  research  is  contracted  out  either  to  private 
contractors — some  of  it  is  done  with  other  Federal  agencies  such  as 
NIST. 

Mr.  Stokes.  How  does  this  research  tie  in  with  the  work  of  the 
National  Commission  on  Manufactured  Housing? 

Mr.  Thompson.  Well,  the  National  Commission  on  Manufactured 
Housing  which  is  mandated  by  the  1990  act,  as  I  understand  it,  is 
looking  at  a  very  wide  range  of  topics  related  to  the  whole  adminis- 
tration of  the  manufactured  housing  program,  including  HUD's 
role,  the  role  of  the  States,  the  role  of  the  private  inspection  con- 
tractors, the  fee  system,  and  the  like.  I  don't  think  the  commission 
is  addressing  itself  specifically  to  a  research  agenda. 
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We  do,  however,  have  people  in  our  PD&R  offices  that  are  knowl- 
edgeable on  the  subject  that  have  been  sitting  in  on  those  commis- 
sion meetings  and  monitoring  their  activities. 

Mr.  Stokes.  Mr.  Gallo,  anything  further  in  this  area? 

Mr.  Gallo.  In  dealing  with  development  and  research,  your 
annual  report  identifies  96  municipalities  in  fiscal  year  1992  were 
unable  to  meet  the  $750,000  threshold  to  become  a  participating  ju- 
risdiction. 

You  also  indicated  that  you  had  an  annual  report  from  only  one 
of  the  17  shortfall  jurisdictions.  I  am  talking  about  the  HOME 
report  that  I  was  talking  about  earlier. 

Mr.  Thompson.  Mr.  Gallo,  I  am  not  sure  that  that  is  a  report 
that  is  generated  from  PD&R.  Do  you  have  a  specific  identifica- 
tion? 

Mr.  Gallo.  The  program  evaluation. 

Mr.  Thompson.  I  think  that  is  a  CPD  report. 

Mr.  Gallo.  Okay.  I  may  be  in  the  wrong  area  with  you. 

Mr.  Thompson.  Well,  if  there  are  any  questions  I  can  take  back  I 
will  be  happy  to  assist  you. 

Mr.  Gallo.  The  problem  I  have  here,  you  review  the  report — you 
have  very  little  in  the  way  of  input  that  comes  back  in  the  annual 
report  and  it  makes  it  very  difficult  for  you  to  make  an  evaluation 
as  to  what  the  next  step  should  be.  The  information  coming  back  in 
a  report — the  report  I  was  looking  at,  what  fancied  me  was  Atlan- 
tic City.  Atlantic  City  happens  to  be  in  the  State  of  New  Jersey 
and  was  one  of  the  areas  that  the  HOME  annual  performance 
report,  revealed  information,  only  one  of  17  shortfall  jurisdictions 
and  that  may  up  the  shortfall  in  full  or  in  part  from  the  funds 
other  than  HOME  State  transfer  funds.  Out  of  the  17  jurisdictions, 
only  Atlantic  City  came  up  with  its  version  of  how  they  met  the 
criteria  and  happened  to  utilize  the  State.  But  how  do  you  make 
evaluations  if  you  don't  get  reports  back  from  these  people? 

Mr.  Thompson.  Well,  we  would  have  access  to  that  report.  I  don't 
have  that  exact  report  at  my  fingertips  but  let  me 

Mr.  Gallo.  I  think  it  goes  for  almost  any  report.  If  you  are 
trying  to  get  statistical  information  so  the  Secretary  and  the  Con- 
gress can  make  a  determination  as  to  whether  a  program  is  work- 
ing or  not  working,  and  if  you  don't  have  the  jurisdictions  respond- 
ing to  you,  then  it  is  very  difficult  for  the  Secretary  or  for  the  Con- 
gress to  make  determinations.  In  this  case,  I  see  a  number  of  areas 
where  they  do  not  get  information  back. 

Mr.  Thompson.  Our  office  will  be  undertaking,  in  fact  it  is  under 
way,  a  more  formal  systematic  evaluation  of  the  entire  HOME  pro- 
gram. In  fact,  we  expect  some  early  results  on  that  this  fall. 

In  connection  with  that,  doing  that  evaluation,  we  would  have 
need  to  refer  to  the  reports  that  you  are  referring  to  and  to  the 
extent  that  there  are  gaps  in  reporting  from  a  local  level,  we  would 
work  with  our  colleagues  in  Community  Planning  and  Develop- 
ment to  try  to  rectify  that  or  note  it  in  the  evaluation. 

Mr.  Gallo.  The  only  reason  I  bring  it  up  is  that  there  is  an  $8.5 
million  request  for  a  program  evaluation  and  monitoring  activities 
for  1994  and  this  is  the  largest  proposed  increase  of  the  major  pro- 
gram area  in  research.  I  just  wanted  to  know  what  kind  of  re- 
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search  we  were  going  to  get  out  of  that,  whether  or  not  it  is  some- 
thing that  is  going  to  be  timely  and  useful. 

Mr.  Thompson.  We  think  it  will  be.  We  hope  that  the  reports  we 
have  been  sending  the  Congress  in  this  past  year  are  a  demonstra- 
tion of  that. 

Mr.  Gallo.  Thank  you. 

Mr.  Stokes.  Let  me  just  ask  you,  earlier  today  and  yesterday,  we 
have  asked  for  certain  information  that  seems  to  fall  in  the  area  of 
research  that  was  not  available.  For  instance,  we  talked  about  a 
number  of  units,  a  number  of  assisted  housing  units,  the  number  of 
unassisted  housing  units,  things  of  that  sort.  Isn't  that  the  type  of 
capability  or  capacity  the  research  unit  in  HUD  would  have? 

Mr.  Thompson.  Yes,  Mr.  Chairman. 

Mr.  Stokes.  Would  you  be  able  to  produce  that  type  of  data? 

Mr.  Thompson.  Yes,  I  believe  we  can  and  do. 

Mr.  Stokes.  Do  you  have  any  of  that  kind  of  data? 

Mr.  Thompson.  We  have  a  tremendous  amount  of  information 
and  data.  I  wasn't  here  through  the  whole  session  yesterday  but 
any  specific  questions  that  you  have  for  us  now  or  you  would  want 
us  to  submit  responses  to. 

Secretary  Cisneros.  Mr.  Chairman,  that  information  exists  and 
whether  it  is  in  PD&R  or  elsewhere,  it  may  have  been  the  person 
that  was  asked  at  that  time  didn't  have  it  at  their  command,  as 
when  you  asked  me  early  on  in  the  proceedings. 

But  in  every  case  we  will  get  you  the  information.  It  does  exist  in 
the  Department.  It  is  not  a  question  of  having  to  create  a  new  ca- 
pability. It  exists. 

INFORMATION  ROLE  OF  PD&R 

Mr.  Stokes.  To  go  back  a  little  bit  and  understand  your  depart- 
ment, if  we  go  back  a  while,  wasn't  it  sort  of  the  prime  reason  for 
the  existence  of  your  shop  to  kind  of  scope  out  where  HUD  ought 
to  be  going  in  terms  of  policy,  looking  in  the  future,  that  type  of 
thing?  Is  that  function  a  normal  role  of  policy  development? 

Mr.  Thompson.  In  one  sense,  yes.  A  lot  of  the  work  that  we  are 
doing  we  think  provides  information  to  the  administration  and  to 
the  Congress  that  helps  to  inform  policy  choices.  We,  however,  are 
not  the  policy  leadership  of  this  Department.  The  Secretary  and  his 
top  associates  are.  We  exist  to  support  those  efforts,  to  provide  in- 
formed discussion  of  current  programs,  policy  changes  that  might 
be  proposed,  but  we  are  not  the  steerers. 

Mr.  Stokes.  I  understand  that,  but  I  am  speaking  more  in  a  re- 
search or  policy  development  area  for  the  purpose  of  providing  in- 
formation to  the  steerers,  and  I  guess  one  of  my  concerns  is  wheth- 
er your  department  kind  of  lost  focus  under  some  administrations 
where  the  emphasis  was  directed  away  from  public  housing  and 
whether  as  the  result  of  that,  your  department  just  kind  of  dropped 
the  ball  in  terms  of  policy  development  in  those  areas? 

Mr.  Thompson.  I,  respectfully,  don't  think  that  is  the  case,  Mr. 
Chairman.  I  think  we,  in  the  time  I  have  been  here,  have  been 
active  in  doing  the  kinds  of  things  that  you  are  suggesting  that  we 
should  do,  and  I  believe  that  we  will  continue  to  do  that  with  this 
Secretary,  but 
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Secretary  Cisneros.  Mr.  Chairman,  let  me  try  to  assure  you  on 
this  point. 

Mr.  Stokes.  Mr.  Secretary. 

Secretary  Cisneros.  First  of  all,  I  have  found  just  by  talking  to 
the  individuals,  walking  through  the  organization  that  probably 
the  greatest  strength  that  the  organization  has  is  in  looking  not  so 
much  forward  but  at  how  we  are  doing  our  business  and  how  the 
programs  are  performing.  So  the  evaluative  dimension  is  very,  very 
important.  They  do  evaluations  that  are  very  helpful  in  assessing 
how  a  particular  program  is  doing,  how  a  function  is  being  carried 
out,  what  the  implications  are  in  communities,  and  that  begins  to 
provide  them  a  base  on  which  to  make  future  decisions,  but  I  do 
believe  we  need  to  use  PD&R  with  a  forward  look. 

We  have  already  begun  to  do  that.  All  of  the  work  that  has  been 
going  on  in  defining  our  restated  mission  has  been  done  in  conjunc- 
tion with  this  organization,  and  I  do  believe  that  we  will  be  able  to 
direct  and  guide  the  work  there  more  in  accordance  with  the  prior- 
ities that  we  set. 

If  it  is  any  reassurance,  I  have  not  found  an  overly  ideological 
content,  you  know,  such  as  people  steering  research  to  reinforce 
ideological  predispositions.  I  haven't  found  any  of  that.  There  is  a 
good  team  of  researchers  down  there  who  will  continue  to  do  re- 
search. But  they  are  best  employed  to  the  welfare  of  the  Depart- 
ment, to  the  good  of  the  Department  and  the  country  when  the  re- 
search they  do  is  to  support  policy  directions  which  it  is  our  job  to 
provide. 

Mr.  Stokes.  Thank  you.  You  sort  of  cleared  it  up  for  me,  because 
that  basically  was  my  concern.  It  just  seems — I  understand  that 
they  don't  set  policy  but  in  terms  of  the  research,  once  you  set  the 
policy,  or  others  who  preceded  you  in  office  set  the  policy,  then  it 
seems  to  me  there  is  just  an  enormously  important  function  of  this 
department  that  perhaps  had  been  underutilized. 

Secretary  Cisneros.  I  think  that  is  probably  right. 

Mr.  Stokes.  All  right.  Mr.  Thompson,  we  thank  you  very  much. 

Mr.  Thompson.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  I  appreciate  your  appearance  and  your  associates. 
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PAUL  WILLIAMS,  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND  FIELD  CO- 
ORDINATION 
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Mr.  Stokes.  We  will  now  turn  to  Fair  Housing  and  Equal  Oppor- 
tunity. And  we  have  before  us  Mr.  Paul  Williams,  Director  of  the 
Office  of  Management  and  Field  Coordination. 

Mr.  Williams,  we  welcome  you  here  before  us.  We  will  place  your 
formal  statement  in  the  record  in  its  entirety.  Do  you  want  to  in- 
troduce your  associates  or  make  any  additional  remarks? 

General  Statement 

Mr.  Williams.  Thank  you,  Mr.  Chairman. 

On  my  left  is  Jacquelyn  Shelton,  Director  of  Fair  Housing  Assist- 
ance and  Voluntary  Programs.  And  also  I  am  accompanied  by  Mr. 
Theodore  Daniels,  who  is  our  Director  of  the  Budget  Division  of 
Fair  Housing  and  Equal  Opportunity. 

Mr.  Chairman,  I  would  just  like  to  summarize  in  essence  some  of 
the  information  in  the  opening  statement.  We  are  requesting 
$21,419,000  to  cover  basically  the  two  major  programs  of  Fair  Hous- 
ing and  Equal  Opportunity;  namely,  the  Fair  Housing  Assistance 
Program  and  the  Fair  Housing  Initiatives  Program. 

We  are  also  asking  specifically  for  $4.5  million  for  the  Fair  Hous- 
ing Assistance  Program,  which  is  an  increase  of  about  $119,000 
over  the  previous  year. 

With  respect  to  the  Fair  Housing  Initiatives  Program,  we  are 
asking  for  $16.9  million,  which  is  an  increase  of  $6.3  million  over 
fiscal  year  1993. 

Just  to  touch  briefly  on  our  initiatives,  to  date  our  activities  this 
year,  as  of  September  13,  of  last  year,  a  number  of  fair  housing  or- 
ganizations did  not  or  have  not  passed  laws  or  ordinances  to  make 
them  substantially  equivalent.  Therefore,  they  could  not  process 
timely  complaints.  That  workload,  some  347  cases  were  referred 
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back  to  us,  commonly  referred  to  as  reactivated  cases,  but  we  have 
utilized  the  $2  million  that  you  were  kind  enough  to  give  us  for 
this  year  to  address  this  additional  workload. 

We  employed  90  temporary  employees  and  expect  to  process 
some  1,300  cases,  including  by  the  way,  that  additional  347  that  we 
got  back. 

For  fiscal  year  1994,  we  are  expecting  10,500  complaints,  an  in- 
crease of  500  over  the  present  fiscal  year.  I  might  add  that  as  of 
the  end  of  the  first  6  months  we  had  around — we  have  had  in  fact 
4,800  complaints,  so  it  shows  that  our  estimates  for  1993  as  well  as 
1994  are  pretty  much  on  target. 

We  are  talking  about  having  65  Fair  Housing  Assistance  Pro- 
gram agencies  for  fiscal  year  1994.  As  of  March,  we  had  41.  Yes,  41. 
We  expect  to  have  50  approved  agencies  by  the  end  of  this  fiscal 
year,  and  to  add  another  15  in  fiscal  year  1994  for  a  total  of  65  and 
that  is  reflected  in  the  monies  requested  for  the  Fair  Housing  As- 
sistance Program. 

We  are  requesting  686  FTEs.  Of  that  number,  531  for  the  field 
and  155  for  headquarters.  It  also  results  in  a  reduction  of  16  FTEs 
over  fiscal  year  1993,  and  this  is  in  accordance  with  the  Executive 
Order  for  reduction  in  salaries. 

And  last  but  not  least,  of  course,  in  fiscal  year  1994,  we  will  put 
particular  emphasize  on  utilization  in  the  section  3  program  which 
is  to  expand  opportunities  for  low  and  lower  income  residents  in 
project  areas. 

Mr.  Chairman,  those  are  my  brief  remarks. 

[The  information  follows:] 
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statement  of  Paul  Williams,  Director 
Office  of  Management  and  Field  Coordination 
Office  of  Fair  Rousing  and  Equal  Opportunity 

Before  the  Subcommittee  on  VA,  HUD  and  Independent  Agencies 
on  the  House  Committee  on  Appropriations 
April  1993 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the 
proposed  fiscal  year  1994  Budget  for  the  Office  of  Fair  Housing 
and  Equal  Opportunity  (FHEO) .   The  Department's  total  request  for 
the  Fair  Housing  Assistance  and  the  Fair  Housing  Initiatives 
Programs  is  $21,419,000  which  is  consistent  with  the  Secretary's 
commitment  to  fair  housing  and  planned  efforts  to  implement  those 
enforcement  activities  authorized  under  the  Housing  and  Community 
Development  Act  of  1992.   In  addition,  $47,964,000  is  requested 
for  salaries  and  expenses  for  both  Headquarters  and  FHEO  in  the 
Field. 

Fair  Housing  Assistance  Program  (FHAP) 

The  Department  is  requesting  $4.5  million  for  the  Fair 
Housing  Assistance  Program  in  fiscal  year  1994,  an  increase  of 
$119  thousand  from  the  fiscal  year  1993  level  of  $4.4  million. 
The  request  will  provide  financial  support  to  approximately 
65  agencies  to  enforce  State  and  local  fair  housing  laws.   The 
request  is  increased  from  the  previous  year  to  include  an 
adjustment  for  inflation. 

Fair  Housing  Initiatives  Program  (FHIP) 

The  Department  is  requesting  $16.9  million  for  the  Fair 
Housing  Initiatives  Program  (FHIP)  in  fiscal  year  1994,  an 
increase  of  $6.3  million  from  the  previous  year.   This  program 
complements  the  Department's  enforcement  activities  and  Fair 
Housing  Assistance  Program  by  increasing  public  awareness  through 
education  and  outreach,  private  enforcement  and  administrative 
enforcement  activities.   The  program  is  designed  to  encourage 
public  agencies  and  private  non-profit  organizations'  involvement 
in  promoting  housing  opportunities  for  everyone.   Additionally, 
it  will  increase  cooperation  between  the  Department  and  public 
and  private  fair  housing  groups  to  identify  discriminatory 
activities  and  to  investigate  complaints.   The  requested 
$16.9  million  will  be  distributed  as  follows  among  the 
initiatives:   $1.5  million  for  administrative  enforcement; 
$3  million  for  education  and  outreach;  $6  million  for  private 
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enforcement;  and  $6.4  million  to  establish  new  fair  housing 
organizations  in  unserved  communities  and  expand  the  capacity  of 
existing  fair  housing  enforcement  organizations  in  underserved 
communities. 

Fair  Housing  Enforcement  Activities 

We  have  undertaken  extensive  activities  in  order  to  fulfill 
the  Congressional  mandate  to  enforce  the  provisions  of  the  Fair 
Housing  Act.   For  example,  complaint  processing  activities  have 
increased  resulting  in  awards  of  substantial  monetary  and  other 
housing  relief  to  complainants. 

After  September  13,  1992,  only  State  and  local  fair  housing 
enforcement  agencies  that  had  obtained  full  or  interim 
substantial  equivalency  certification  were  able  to  retain  a 
complaint  referral  relationship  with  the  Department.   The  loss  of 
these  agencies  had  a  major  impact  on  the  workload  of  the 
Department.   However,  the  special  fiscal  year  1993  appropriation 
of  $2,000,000  made  available  in  salaries  and  expenses  to  absorb 
this  additional  workload  has  been  very  helpful.   As  of  April 
1993,  we  have  hired  90  temporary  employees  in  our  Regional 
Offices  to  investigate  and  process  Title  VIII  housing  complaints. 
It  is  projected  that  these  90  employees  will  investigate  and 
process  1,300  cases  in  fiscal  year  1993. 

It  is  estimated  in  fiscal  year  1994,  that  the  Department 
will  process  10,500  complaints,  an  increase  of  500  above  the 
fiscal  year  1993  level. 

We  estimate  that  65  FHAP  agencies  will  process  about  30 
percent  of  all  cases.   However,  if  these  additional  agencies  fail 
to  pass  laws  substantially  equivalent  to  the  Act,  HUD  will 
continue  to  absorb  that  workload. 

In  respect  to  mortgage  lending  discrimination,  we  have 
undertaken  several  initiatives  including  conducting  a  mortgage 
lending  testing  project  to  examine  evidence  of  discrimination  in 
the  pre-screening  stage  of  the  mortgage  lending  process  in  three 
cities.   We  have  also  used  HUD  staff  to  investigate  16  FHA- 
approved  lenders.   As  a  result  of  this  effort,  two  Secretary- 
initiated  investigations  were  undertaken.   These  investigations 
dealt  with  the  disparate  treatment  of  minorities  in  loan 
approvals  and  "redlining." 

Staffing 

We  are  proposing  a  full-time  equivalent  (FTE)  level  of  686, 
a  decrease  of  16  FTE  from  the  1993  current  estimate.   The 
decrease  is  in  accordance  with  Executive  Order  12839  which 
requires  all  Federal  agencies  to  reduce  their  staffing  levels. 
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In  1994,  we  plan  to  enhance  the  Department's  efforts  to 
implement  Section  3  of  the  Housing  and  Urban  Development  Act  of 
1968.   As  you  are  aware.  Section  3  mandates  that  the  Department, 
to  the  greatest  extent  feasible,  direct  economic  opportunities 
generated  by  our  programs  to  low-income  residents  of  those 
communities  in  which  assisted  projects  are  located.   The 
provisions  of  the  Housing  and  Community  Development  Act  of  1992 
further  amplifies  this  requirement  to  ensure  that  jobs,  training 
and  contracts  to  the  homeless  and  other  low  income  persons  in 
connection  with  HUD  assistance  are  an  integral  part  of  Federal 
investment  in  our  nation's  communities  -  urban,  rural  and 
suburban. 

This  concludes  my  opening  statement.   I  want  to  take  this 
opportunity  to  thank  this  Committee  for  its  continued  support  of 
fair  housing  and  equal  opportunity  program  activities.   I  would 
be  pleased  to  address  any  questions  you  may  have. 
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CHANGES  IN  FAIR  HOUSING  DIRECTION 

Mr.  Stokes.  Thank  you  very  much,  Mr.  WiUiams. 

You  are  requesting  $21.4  miUion  for  Fair  Housing  activities  in 
1994,  which  is  an  increase  of  $6.4  miUion  or  43  percent  above  1993. 
What  changes  in  directions  do  you  plan  with  this  new  emphasis  on 
fair  housing? 

Mr.  Williams.  The  major  emphasis,  Mr.  Chairman,  is  on  the  new 
activity,  namely  new  fair  housing  organizations.  We  are  asking  for 
$6.4  million  specifically  for  that.  There  are  a  number  of  under- 
served  or  unserved  communities  for  which  in  order  to  affirmatively 
further  fair  housing  we  need  fair  housing  organizations  so  this  is 
going  to  be  a  major  thrust  in  fiscal  year  1994.  This  is  not  at  the 
exclusion  of  education  and  outreach,  of  which  we  are  asking  $3  mil- 
lion, and  there  the  major  emphasis  is  providing  information  to  all 
Americans  as  to  their  rights  in  terms  of  fair  housing  and  this  in- 
cludes, by  the  way,  putting  out  literature,  posters  and  language, 
not  only  Spanish  and  other  languages,  so  the  educational  and  out- 
reach focus  will  still  be  a  major  thrust  as  well  as  the  administra- 
tive enforcement  and  I  might  add  private  enforcement,  namely 
testing  in  lending  discrimination.  And  in  fiscal  year  1993,  I  might 
add,  we  have  a  major  initiative  in  that  area  right  now  where  we 
are  going  to  be  looking  at  three  geographical  areas  dealing  with 
discrimination  in  lending  so  we  will  be  doing  lots  of  testing  in 
terms  of  our  contract  activities  in  1994. 

Mr.  Stokes.  Would  you  explain  the  new  fair  housing  organiza- 
tions' initiative  for  which  you  are  requesting  the  $6.4  million  in 
1994? 

Mr.  Williams.  Mr.  Chairman,  I  would  like  to  yield  to  Ms.  Shel- 
ton. 

Mr.  Stokes.  Ms.  Shelton,  pleased  to  hear  from  you. 

Ms.  Shelton.  Thank  you,  Mr.  Chairman. 

The  new  fair  housing  enforcement  organizations'  initiative  is  one 
that  was  created  by  the  1992  Housing  and  Community  Develop- 
ment Act  and  it  is  intended  to  promote  the  establishment  and  the 
increased  capacity  of  existing  private  fair  housing  organizations 
around  the  tjnited  States,  also  to  establish  new  organizations  in 
areas  that  are  unserved  and  underserved  throughout  the  United 
States.  So  it  is  the  intent  that  the  fair  housing  organizations  would 
augment  the  services  that  are  provided  by  the  Federal  Government 
and  by  substantially  equivalent  State  and  local  agencies  as  well. 

STAFFING  REDUCTIONS 

Mr.  Stokes.  Mr.  Williams,  while  I  am  pleased  with  the  increase 
in  funding  for  Fair  Housing  Act  activities,  I  am  very  concerned 
about  the  proposed  reduction  of  16  FTEs.  Given  the  increased  evi- 
dence of  discrimination  in  the  housing  markets,  the  expanded  cov- 
erage of  Federal  fair  housing  and  fair  lending  statutes  and  require- 
ments of  the  Americans  with  Disabilities  Act,  can  you  tell  us  how 
you  can  propose  a  reduction  of  16  FTEs  in  the  entire  housing  pro- 
gram? 

Mr.  Williams.  Well,  Mr.  Chairman,  we  are  going  to  do  a  number 
of  things.  Number  one,  and  this  is  urgently  needed,  we  are  going  to 
assess  the  entire  process,  the  way  we  handle  fair  housing  com- 
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plaints.  As  you  noticed,  a  major  portion  of  our  field  staff  is  devoted 
to  the  processing  of  these  cases.  Additionally,  we  have  trained  350 
of  our  investigators  in  the  field.  There  is  a*  dire  need  for  training  of 
staff.  This  gets  back  to  the  competence  and  the  quality  and,  more 
importantly,  the  processing  of  such  cases. 

Additionally,  we  are  going  to  rely  heavily  again  on  this  education 
and  outreach,  the  new  program  which  Ms.  Shelton  referred  to,  to 
get  more  approved  fair  housing  agencies. 

I  might  add,  as  you  get  more  agencies  naturally  they  pick  up 
that  additional  workload.  The  65  that  we  are  proposing  for  fiscal 
year  1994  will  of  course  handle  about  30  percent  of  the  workload, 
so,  Mr.  Chairman,  we  think  that  we  can  effectively,  through  reallo- 
cation of  staff,  training  of  staff,  more  effectively  deal  with  this 
workload,  with  reduced  staff,  I  might  add. 

Mr.  Stokes.  Do  you  also  expect  to  see  a  further  decrease  in  fair 
housing  staffing  in  the  future? 

Mr.  Williams.  I  cannot  predict  what  will  be  in  the  future,  but  I 
believe,  based  on  Executive  Order  12839  for  reduction  each  year,  I 
would  think  that  we  would  make  our  contribution  through  our  re- 
ductions. 

Secretary  Cisneros.  Let  me  speak  to  that,  if  I  may,  Mr.  Chair- 
man. 

I  personally  don't  expect  reductions  in  the  fair  housing  function 
in  future  years.  We,  as  I  said  yesterday,  have  as  a  first  cut  applied 
the  reduction  mandate  across  the  board  in  a  proportionate  way. 
But,  as  we  make  priority  choices,  I  have  indicated  several  times 
that  the  very  highest  level  of  our  priorities  is  the  fair  housing  func- 
tion. It  is  being  assigned  new  responsibilities,  a  broader  mandate,  a 
more  aggressive  role,  and  as  a  result  I  think  we  are  going  to  need 
the  people  who  are  there  and  probably  additions.  So  I  don't  expect 
cuts  in  the  fair  housing  function. 

unobligated  balances 

Mr.  Stokes.  A  total  of  $12.5  million  of  funds  remained  unobligat- 
ed at  the  end  of  1992.  The  budget  schedule  shows  a  similar  amount 
to  be  unobligated  at  the  end  of  1993.  We  have  noticed  similar  oc- 
currences in  the  past.  Tell  us  what  is  HUD  doing  to  improve  on  its 
record  for  obligating  fair  housing  funds. 

Mr.  Williams.  Number  one,  Mr.  Chairman,  we  are  working 
within  the  Department  to  make  sure  that  those  funds  get  obligat- 
ed. We  are  going  to  make  sure  that  the  notice  of  fund  availability 
will  get  out  on  time.  Working  with  the  Office  of  Procurement  and 
Contracts,  who  will  assist  us  in  the  processing  of  grants  so  that  we 
can  get  these  grants  out  in  a  timely  fashion. 

Yes,  we  do  understand  and  know  that  there  has  been  concern  of 
getting  these  grants  out  in  a  timely  fashion.  With  Ms.  Shelton's 
leadership  and  a  number  of  organizational  changes  that  we  are 
going  to  make,  we  will  be  able  to  get  them  out.  For  example,  we 
are  going  to  put  additional  staff  whose  focus  will  be  to  getting 
these  resources  on  the  street,  so  that  the  fair  housing  organizations 
can  do  what  they  are  supposed  to  do. 

Yes,  we  will  address  that  and  the  monies  will  be  obligated. 
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Mr.  Stokes.  For  instance,  last  year,  Congress  added  $2  million  of 
the  budget  request  for  fair  housing  activities,  $1  million  for  addi- 
tional testing  activities,  and  $1  million  for  additional  educational 
and  outreach  activities.  This  was  an  amendment  that  Mr.  Green 
and  I  sponsored  to  the  bill. 

Now,  when  will  those  funds  be  obligated? 

Ms.  Shelton.  Mr.  Chairman,  if  I  might  respond,  to  add  to  some- 
thing Mr.  Williams  said  earlier,  over  the  course  of  the  last  year, 
last  fiscal  year,  fiscal  year  1992,  the  reason  that  the  funding  was 
obligated  for  the  fiscal  year  1992  funds  and  the  reason  that  it  had 
to  be  carried  over  is  because,  in  that  instance,  the  Department 
issued  three  separate  Notices  of  Funding  Availability. 

And  as  a  result  of  that  and  in  order  to  reach  the  broadest  possi- 
ble audience  soliciting  applications,  we  extended  the  period  of  time 
for  those  groups  to  apply  for  the  funds  and  in  each  instance  they 
were  given  upwards  of  60  days  to  make  application.  We  received 
approximately  320  applications  totally  and  we  had  to  review  each 
of  those  individually  and  rank  them. 

So  the  process  itself  needs  to  be  revisited  and  there  has  been  a 
commitment  made  that  we  will  do  that.  But  explaining  1992,  that 
essentially  is  what  transpired.  The  plan  to  obligate  existing  funds 
for  1992  that  were  carried  over,  those  obligations  are  being  made 
presently.  We  have  been  working,  as  Mr.  Williams  indicated,  with 
our  contracts  office  and  they  are  moving  ahead  speedily  to  negoti- 
ate the  agreements  and  obligate  the  funds. 

And  in  the  future,  again,  we  are  adding  additional  resources  to 
this  component  of  the  department,  which  will  facilitate  having  the 
statements  of  work  prepared  more  quickly  and  being  able  to  work 
with  our  procurement  and  contract  staff  to  have  that  money  also 
obligated  more  rapidly. 

Mr.  Stokes.  It  occurs  to  me,  there  is  something  here  you  are  not 
telling  me.  Something  here  is  wrong.  You  know,  I  am  an  old  trial 
lawyer  and  I  guess  those  instincts  keep  coming  back.  And  some- 
thing here  is  a  little  wrong,  isn't  it,  Mr.  Williams? 

Mr.  Williams.  No,  what  Ms.  Shelton  indicated  is  in  fact  true. 
That  is  what  happened.  And  the  only  thing  we  can  do  is  address 
the  problem,  which  we  are  all  aware  of,  and  get  the  job  done. 

Mr.  Stokes.  We  are  aware  of  the  problem.  I  don't  think  we  know 
exactly  why  the  problem  has  occurred.  That  hasn't  come  out. 

Mr.  Williams.  Well,  I  think  from  my  observation,  part  of  the 
problem  is  due  to,  number  one,  lack  of  staffing  expertise  in  terms 
of  numbers  of  people.  And  that  is  what  we're  going  to  address. 

The  other  problem,  namely,  Mr.  Chairman,  is  that  we  assumed 
on  the  basis  that  we  could  expedite  the  process,  part  of  the  process 
in  certain  of  these  grant  agreements,  and  it  turned  out  that  even 
though  we  wanted  and  had  hoped  that  the  process  would  be  speed- 
ed up,  it  was  not. 

And  that  is  the  reason  that  it  is  now  going  to  work  with  the 
HUD  administration,  we  are  now  going  to  go  back  and  work  with 
them  jointly  to  make  sure  that  we  can,  for  lack  of  a  better  term, 
improve  the  process  jointly. 

Mr.  Stokes.  Aren't  you  indicating  here  in  your  budget  that  you 
are  carrying  into  1994  $12,946  million  in  unobligated  funds? 

Mr.  Williams.  Yes. 
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Mr.  Stokes.  Right?  And  it  has  an  indication  that  the  problem's 
still  well  and  alive.  It  is  not  an  indication  that  the  problem  is 
solved. 

Ms.  Shelton.  May  I  speak  to  that? 

Mr.  Stokes.  Sure,  please  do. 

Ms.  Shelton.  Okay.  Mr.  Chairman,  with  respect  to  the  Fair 
Housing  Initiatives  program,  that  is  the  program  that  I  spoke  of 
earlier  in  which  we  had  to  issue  Notices  of  Funding  Availability. 
The  other  unobligated  funds  are  with  respect  to  the  Fair  Housing 
Assistance  Program  and  it  is  the  manner  in  which  the  funding  is 
obligated. 

The  process  by  which  we  obligate  at  the  beginning  of  the  year 
after  we  receive  the  allocations  from  Congress,  the  appropriations, 
then  the  assignment  of  funds  is  made  to  our  Regional  offices.  But  it 
is  not  until  toward  the  end  of  the  fiscal  year  that  the  offices  actual- 
ly execute  the  grant  agreements  with  State  and  local  fair  housing 
enforcement  agencies  that  are  participating  in  the  Fair  Housing 
Assistance  Program. 

So  it  is  almost  a  delayed  process.  And  the  reason  for  that,  quite 
frankly,  is  that  the  term  of  our  agreement  with  the  agencies  ex- 
tends for  an  entire  year  and  we  cannot  execute  another  agreement 
before  we  can  actually  begin  to  work  under  the  new  agreement. 

Mr.  Stokes.  So  essentially  what  you  are  telling  us  is  that  you  are 
going  to  obligate  all  of  this  money  in  1994?  Is  that  what  you  are 
saying  to  us? 

Mr.  Williams.  Mr.  Chairman,  yes.  Both  1993  and  1994  money, 
there  is  a  commitment  to  obligating  both,  all  of  that  money,  to 
make  a  long  story  short,  in  fiscal  year  1994.  That  is  the  commit- 
ment. And  to  devote  whatever  resources  that  are  necessary  to 
make  sure  that  that  happens,  that  is  the  commitment,  to  answer 
your  question. 

Mr.  Stokes.  Mr.  Williams,  let  me  tell  you,  I  am  going  to  hold  you 
to  that.  The  Secretary  yesterday  began  his  testimony  talking  about 
racism  and  the  perniciousness  of  discrimination  in  housing. 

Mr.  Williams.  Yes  sir. 

Mr.  Stokes.  And  I  believe  that  is  a  commitment  that  the  Secre- 
tary has.  And  this  committee  is  concerned  about  this  and  has  put 
the  money  there  to  try  and  eradicate  this  type  of  pernicious  prob- 
lem that  exists  in  our  society,  and  places  upon  you  and  those  who 
are  associated  with  you  in  this  department  the  responsibility  of 
trying  to  do  what  needs  to  be  done  and  which  the  Congress  has  evi- 
denced an  interest  in  seeing  done  and  that  is  to  bring  all  of  our 
financial  resources  to  bear  in  that  direction  in  terms  of  trying  to 
eradicate  this  problem.  And  we  expect  this  to  be  done. 

Mr.  Williams.  Yes,  Mr.  Chairman,  I  understand. 

GSES  AND  fair  HOUSING 

Mr.  Stokes.  The  recently  enacted  Government-Sponsored  Enter- 
prises Act  established  several  anti-discrimination  and  data  collec- 
tion requirements  for  Fannie  Mae  and  Freddie  Mac  to  promote  fair 
housing  enforcement. 

How  will  the  Office  of  Fair  Housing  and  Equal  Opportunity  be 
involved  in  implementing  the  GSE  Act? 
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Mr.  Williams.  Well,  we  will  be  working  with  the  Secretary's 
Office  and  particularly  the  new  Office  that  is  being  established  to 
deal  with  this  problem  of  discrimination  in  housing. 

But  I  might 

Secretary  Cisneros.  Let  me,  if  I  may,  try  to  answer  that.  The 
Act,  the  1992  Act,  sets  out  two  different  kinds  of  obligations  for  the 
Department  as  I  described  yesterday.  One  of  them  is  the  numbers, 
the  fiduciary  soundness  of  the  GSEs.  And  we  have  an  assigned  po- 
sition at  the  assistant  secretary  level  for  that. 

The  other,  the  Act  required  is  a  person  to  monitor  the  affordable 
housing  goals,  and  we  will  be  bringing  on  a  person  for  that  objec- 
tive. Now,  let  me  just  say  that  I  had  once  thought  several  months 
ago  that  we  might  be  able  to  put  the  affordable  housing  goals 
person  in  fair  housing  for  oversight,  but  the  law  states  that  that 
person  must  be  in  the  Office  of  the  Secretary. 

What  we  are  going  to  do  is  locate  the  person  organizationally 
and  physically  in  the  Office  of  the  Secretary,  but  include  among 
the  supervisors,  if  you  will,  the  Assistant  Secretary  for  Fair  Hous- 
ing, so  that  we  can  get  a  fair  housing  component. 

In  addition,  we  will  create  a  council  on  this  subject  comprised  of 
the  various  Assistant  Secretaries.  Fair  housing  will  be  included  in 
that  to  make  sure  that  fair  housing  considerations  get  into  the  mix 
when  we  are  talking  about  the  Government-Sponsored  Enterprises. 

As  a  matter  of  fact,  we  had  a  meeting  on  this  subject,  and  Jackie, 
I  believe  you  were  present  at  that  meeting  specifically  to  talk 
about  it.  We  have  created  a  setting  in  the  Department  where  when 
we  come  together  to  talk  about  things  like  that,  even  though  they 
may  not  be  in  fair  housing  but  have  a  potential  applicability,  the 
fair  housing  people  are  drawn  into  the  discussion. 

Mr.  Stokes.  Thank  you.  Mr.  Williams. 

Mr.  Williams.  Mr.  Chairman,  I  might  like  to  expand.  With  re- 
spect to  dealing  with  credit  discrimination,  you  know,  HUD  is  also 
involved  with  the  four  regulatory  agencies  and  there  is  a  Memo- 
randum of  Understanding  which  requires  those  agencies  to  refer  to 
HUD  discrimination  complaints  under  the  Fair  Housing  Act. 

And  today  over  150  such  claims  have  been  referred  to  HUD,  pri- 
marily from  the  Office  of  Comptroller  of  the  Currency.  Of  course 
the  Memorandum  of  Understanding  also  includes  the  FDIC,  the 
National  Credit  Union  Administration,  the  Office  of  Thrift  Supervi- 
sion. 

Another  thing  that  we  have  done  at  HUD  is  to  create  a  Mort- 
gage Review  Board.  And  on  that  board,  the  Assistant  Secretary  for 
Fair  Housing  serves  on  that  board.  And  as  a  result  of  looking  at 
HMDA  data.  Home  Mortgage  Disclosure  Act  data,  we  have  identi- 
fied 16  FHA-approved  HUD  mortgagees  in  which  HUD's  offices  of 
FHEO  and  Housing  monitors  or  investigates  those  mortgagees, 
rather,  to  determine  patterns  of  discrimination. 

And  this  is  based  again  on  the  HMDA  data  that  we  have  re- 
ceived. So  that  is  another  area  and  I  expect  that  in  1994  there  will 
be  more  activity  in  that  particular  area  because,  you  know,  the 
Mortgagee  Review  Board  also  has  authority  to  take  sanctions 
against  HUD,  FHA-approved  mortgagees,  if  found  in  violation. 
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So,  we  are  attacking  this  problem  that  you  cited  in  a  number  of 
parts.  Now  not  only  lending  discrimination,  but  through  the  fair 
housing  organizations,  also. 

Mr.  Stokes.  Well,  it  is  a  problem  that  needs  to  be  attacked  on  all 
fronts.  It  is  a  multifaceted  problem.  Not  only  is  it  insidious,  it  is 
institutionalized  and  consequently  it  needs  that  type  of  frontal 
attack  from  all  directions.  Mr.  Mollohan,  I  yield  to  you. 

Mr.  Mollohan.  Mr.  Chairman,  I  will  let  you  continue.  Maybe  at 
a  later  time. 

SET-ASIDES  IN  AUTHORIZING  LEGISLATION 

Mr.  Stokes.  All  right.  The  department  has  proposed  language  in 
the  appropriating  paragraph  to  make  sure  the  set-asides  in  the  au- 
thorization bill  do  not  apply  to  the  1994  appropriation.  A  great  deal 
of  concern  has  been  raised  by  the  legislative  committees  regarding 
authorizations  in  appropriations  acts. 

What  would  happen  if  the  proposed  legislative  language  was  not 
carried  in  the  fair  housing  activities  paragraph?  How  would  that 
change  the  availability  of  funds  from  what  you  have  proposed? 

Mr.  Williams.  I  haven't  seen  the  language. 

Mr.  Stokes.  We  will  have  the  language  for  you.  The  specific  lan- 
guage being  made  reference  to  says,  shall  be  available  without 
regard  to  the  amount  specified  in  Section  561(g)(x)l  of  the  Housing 
Community  Development  Act  of  1987  is  amended,  carry  out  activi- 
ties pursuant  to  such  section,  so  forth. 

If  you're  not  familiar  with  that,  we  can  provide  it. 

Mr.  Williams.  I  will  provide  an  answer. 

Mr.  Stokes.  We  will  put  it  in  the  record  and  you  respond  to  it. 

Mr.  Williams.  Okay. 

Mr.  Stokes.  I  appreciate  it. 

[The  information  follows:] 

Appropriations  Language  Proposal  Affecting  FHIP  Set-Asides  in  Authorizing 

Legislation 

Section  561(g)  of  the  Housing  and  Community  Development  Act  of  1987,  as 
amended  by  Section  905(b)  of  the  Housing  and  Community  Development  Act  of  1992 
authorizes  $26  million  for  the  Fair  Housing  Initiatives  Program  (FHIP)  in  1994.  This 
authorization  includes  specific  set-aside  amounts  for  three  of  the  individual  FHIP 
component  parts  (initiatives)  but  does  not  include  a  set-aside  amount  for  Adminis- 
trative Enforcement.  However,  the  Budget  proposes  $16.9  million  to  carry  out  the 
Department's  responsibilities  under  the  Fair  Housing  Initiatives  Program  in  1994. 
Accordingly,  the  proposed  appropriation  language  is  intended  to  make  clear  that  the 
specific  set-aside  amounts,  in  the  authorizing  legislation,  would  not  apply  in  1994 
since  the  total  FHIP  appropriation  request  is  less  than  the  total  authorized.  If  the 
proposed  language  is  not  enacted,  the  Department  would  not  be  able  to  provide  any 
continued  funding  for  the  Administrative  Enforcement  Initiative,  and  would  prob- 
ably have  to  distribute  the  $16.9  million  proportionally  among  the  authorized  set- 
asides.  (This  matter  is  subject  to  further  legal  review.)  The  result  would  be  a  differ- 
ent funding  mix,  among  the  various  initiatives,  than  proposed  in  the  Budget.  Fol- 
lowing is  a  comparison  of  1994  fund  distributions: 
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[Dollars  in  thousands] 


$16.9  million  $16.9  million 

Authorized  levels     with  proportional      based  on  budget 
reductions  request 


Initiative: 

Private  enforcement $8,500  $5,525  $6,000 

Education  and  outreach 5,000  3,250  3,000 

Administrative  enforcement 1,500 

Fair  tiousing  organizations 12,500 8^125 MOO 

Total 26,000  16,900  16,900 


SUBSTANTIAL  EQUIVALENCY  STATUS 

Mr.  Stokes.  In  September,  1992,  a  significant  number  of  agencies 
previously  funded  under  the  Fair  Housing  Assistance  Program  lost 
their  substantial  equivalency  status  due  to  failure  to  enact  expand- 
ed legislation  based  on  the  new  requirements  of  the  Fair  Housing 
Amendments  Act  of  1988. 

The  subcommittee  has  heard  concern  that  the  department  may 
not  be  granting  interim  agreements  to  localities  that  presently 
qualify.  This  means  those  localities  do  not  receive  funding.  Now,  is 
there  a  real  problem  or  is  HUD  able  to  grant  interim  agreements 
for  funding  to  those  localities  which  now  comply  with  Federal  re- 
quirements? 

Mr.  Williams.  For  those  organizations  that  have  complied,  that 
is  have  passed  State  laws  or  local  laws  to  become  substantially 
equivalent,  those  agencies  then  are  eligible  for  funding.  There  is  no 
question  about  that. 

Mr.  Stokes.  Could  this  concern  be  a  matter  of  timing,  not  quick- 
ly being  granted  an  interim  agreement? 

Ms.  Shelton.  Mr.  Chairman,  the  circumstances  surrounding 
each  individual  locality  vary,  but  normally  we  develop  interim 
agreements  very  quickly  after  the  locality  has  passed  a  substantial 
equivalent  law. 

In  some  instances  what  delays  it,  which  may  appear  to  be  a 
delay,  is  the  requirement  that  the  locality  pass  regulations  or  rules 
that  we  request  that  they  pass,  and  that  before  we  will  actually 
enter  into  an  interim  agreement,  we  would  want  to  see  that  regula- 
tion in  draft  form. 

But  we  have  entered  into  interim  agreements  where  the  rule  has 
not  been  passed  and  final  by  that  locality,  and  where  we  put  a  pro- 
vision in  the  interim  agreement  granting  interim  certification  indi- 
cating that  they  will  pass  that  rule  in  a  time  certain. 

Mr.  Stokes.  Has  the  department  been  able  to  keep  up  with  the 
work  load  caused  by  State  and  local  fair  housing  enforcement  agen- 
cies not  being  certified? 

Mr.  Williams.  Yes. 

Mr.  Stokes.  Last  year  we  talked  about  the  Public  Housing  Af- 
firmative Compliance  Action  Program.  That  program  is  now  in  its 
second  year  of  operation.  What  have  been  the  results  to  date  of  this 
initiative? 
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Mr.  Williams.  Fifteen  such  agreements  have  been  entered  into, 
Mr.  Chairman,  and  another  one  is  now  pending  in  Headquarters 
for  final  approval.  But  15  have  been  approved. 

Mr.  Stokes.  Fifteen? 

Mr.  Williams.  Yes. 

SECTION  3 — EMPLOYMENT  OPPORTUNITIES 

Mr.  Stokes.  Section  3  of  the  Housing  and  Urban  Development 
Act  of  1968  requires  that  PHAs  and  their  contractors  extend  em- 
ployment and  other  economic  opportunities  to  residents  of  public 
housing  and  other  low  income  persons. 

How  does  the  department  intend  to  enhance  its  efforts  to  imple- 
ment Section  3  in  1994? 

Ms.  Shelton.  Mr.  Chairman,  as  you  know,  the  Housing  Commu- 
nity Development  Act  of  1992  significantly  expanded  Section  3  in 
many  respects.  The  Department  presently  is  finalizing  a  regulation 
which  we  expect  to  send  to  the  Office  of  Management  and  Budget 
for  review  within  the  next  month  and  hopefully  we  will  issue  that 
rule  very  shortly  thereafter. 

We  have  been  consulting  with  outside  organizations  who  are  af- 
fected, by  groups  of  recipients  as  well  as  organizations  which  repre- 
sent low-  and  variable-income  residents.  We  have  consulted  also 
with  local  businesses,  public  organizations,  that  would  be  eligible 
for  contracts  as  a  result  of  the  passage  of  the  Section  3  regulation. 

And  we  have  also  committed  through  realignment  of  resources 
additional  resources  to  implement  Section  3  throughout  the  Field 
during  fiscal  1994. 

Mr.  Stokes.  Is  the  data  system  in  place  so  that  Section  3  benefici- 
aries can  be  identified  on  an  ongoing  basis? 

Ms.  Shelton.  We  are  presently  working  out  an  information  col- 
lection mechanism  within  the  Department  which  would  collect  in- 
formation on  Section  3  beneficiaries.  We  have  not  been  as  success- 
ful to  date  to  compile  that  information,  but  as  a  part  of  the  regula- 
tion that  is  currently  being  revised  and  which  we  will  issue  shortly, 
it  will  have  as  a  component  an  information  collection  data  instru- 
ment. 

Mr.  Stokes.  When  do  you  think  you  will  have  that  type  of 
system  in  place? 

Ms.  Shelton.  We  should  have  it  in  place  upon  the  implementa- 
tion of  the  rule.  It  may  not  be  quite  as  automated  as  we  would  like 
at  that  point,  but  we  do  intend  to  integrate  the  Section  3  reporting 
requirements  into  existing  systems  within  the  Department  and  will 
allow  us  to  capture  that  data  for  reporting  purposes. 

Mr.  Williams.  Mr.  Chairman,  initially  we  may  have  to  collect 
that  information  manually  before  we  put  it  into  an  automated 
mode,  is  what  Ms.  Shelton  is  saying. 

Mr.  Stokes.  I  have  one  additional  question  here.  We  had  asked 
yesterday  and  the  persons  present  could  not  give  us  that  informa- 
tion, we  will  see  if  you  can  provide  it  for  us.  Section  281  of  the 
HOME  authorization  requires  that  each  participating  jurisdiction 
describe  procedures  to  establish  and  oversee  a  minority  outreach 
program  within  each  such  jurisdiction. 
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And  these  procedures  are  to  insure  the  inclusion  to  the  maxi- 
mum extent  possible  of  minorities  and  women  and  entities  owned 
by  minorities  and  women.  The  question  was  have  all  jurisdictions 
that  participated  in  the  HOME  program  established  such  proce- 
dures? Now  do  you  have  that  information  data? 

Mr.  Williams.  No,  we  do  not.  And  Mr.  Chairman,  we  will  get  the 
information  for  you. 

[The  information  follows:] 

HOME  Procedures  for  Minority  and  Women  Outreach 

Sec.  281  of  the  HOME  statute  has  been  implemented  by  regulations  at  24  CFR 
92.150  (Program  Description),  24  CFR  92.350  (Equal  Opportunity  and  Fair  Housing), 
and  24  CFR  92.509  (Performance  Reports).  These  requirements  are  further  amplified 
in  HUD  instructions  for  reviewing  descriptions  from  Participating  Jurisdictions. 

All  Participating  Jurisdictions  must  include  in  their  program  descriptions  (sub- 
mitted prior  to  receiving  funds)  a  description  of  their  procedures  to  establish  and 
oversee  a  minority  outreach  program  within  their  jurisdiction  to  ensure  the  inclu- 
sion, to  the  maximum  extent  possible,  of  minorities  and  women,  and  entities  owned 
by  minorities  and  women,  real  estate  firms,  construction  firms,  appraisal  firms, 
management  firms,  financial  institutions,  etc.  These  procedures  must  be  acceptable 
to  HUD. 

Participating  Jurisdictions  must  also  report  on  their  use  of  MBE  and  WBE  con- 
tractors as  part  of  their  annual  performance  report.  In  fiscal  year  1992,  there  was 
very  little  activity  by  Participating  Jurisdictions  in  committing  and  expending 
HOME  funds.  Thus,  it  is  not  surprising  that,  of  the  reports  analyzed,  there  was  no 
reporting  of  MBE/WBE  activity.  However,  since  HOME  commitments  and  expendi- 
tures have  substantially  increased,  the  Department  expects  there  to  be  MBE/WBE 
activity  reported  in  the  fiscal  year  1993  annual  performance  reports. 

Mr.  Stokes.  Okay.  Let  me  ask  you  this:  Will  HUD  eventually  be 
able  to  indicate  what  percentage  of  contract  funds  go  to  minorities 
and  women?  Is  that  something  in  your  jurisdiction? 

Mr.  Williams.  Yes  it  is.  The  department  has  an  MBE  system, 
and  yes,  we  would  be  able  to  identify  that. 

Mr.  Stokes.  So  that  data  you  can  provide  to  us? 

[The  information  follows:] 

Contract  Funds  Going  to  Women  and  Minorities 

Overall  Contracting 

The  Department  has  data  on  overall  HUD  efforts  for  contracts  going  to  minorities 
and  women.  In  fiscal  year  1992,  HUD  awarded  an  estimated  $739.2  million  for  all 
prime  contracts.  Of  this  amount,  $90.8  million  or  12.3  percent  was  awarded  to  mi- 
norities (i.e..  Section  8(a)  and  small  disadvantaged  businesses)  and  $62.4  million  or 
8.4  percent  was  awarded  to  women-owned  small  business  contractors.  In  addition, 
HUD  prime  contracts  also  awarded  an  estimated  $8.7  million  or  10.3  percent  of 
available  subcontracting  dollars  to  minority  subcontractors  and  $5.6  million  or  6.6 
percent  available  subcontracting  dollars  to  women-owned  small  businesses. 

For  fiscal  year  1993,  HUD  has  estimated  $498.8  million  will  be  awarded  for  all 
prime  contracts.  Of  this  amount,  $83.8  million  or  16.8  percent  is  estimated  to  be 
awarded  to  minorities  and  $24.9  million  or  4  percent  is  estimated  to  be  awarded  to 
women-owned  small  business  contractors.  In  addition,  HUD  prime  contractors  esti- 
mate awarding  $8.3  million  or  9.9  percent  of  available  subcontracting  dollars  to  mi- 
nority subcontractors  and  $4.2  million  or  5.7  percent  of  available  subcontracting  dol- 
lars to  women-owned  small  businesses. 

HOME  Program 

Information  on  contracts  going  to  minorities  and  women  in  the  HOME  Program  is 
collected  through  and  HOME  Annual  Performance  Reports.  Jurisdictions  have  only 
submitted  one  such  report  which  covered  the  period  from  October  1,  1991  through 
September  30,  1992.  Since  most  jurisdictions  did  not  receive  their  HOME  funds  until 
late  spring  or  summer  of  19i)2,  there  was  very  little  activity  to  report  on  and  the 
sample  of  reports  reviewed  showed  no  funds  being  spent  on  contracts  with  minori- 
ties and/or  women.  Jurisdictions  participating  in  the  HOME  Program  are  required 
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to  submit  an  annual  performance  report  for  each  fiscal  year's  activity.  The  Depart- 
ment expects  the  next  reports  will  show  that  substantial  amounts  of  funds  have 
gone  to  minority  and  women  contractors. 

Mr.  Williams.  Yes.  Mr.  Chairman,  my  colleagues  are  telling  me, 
I  just  want  to  reaffirm,  we  would  obligate  these  funds  in  fiscal 
year  1994.  They  said  1993.  I  said  1994. 

Mr.  Stokes.  I  thought  you  said  the  full  obligation. 

Mr.  Williams.  In  1994,  yes,  1994. 

Mr.  Stokes.  Correct. 

Mr.  Mollohan,  I  yield  to  you. 

RURAL  HOUSING 

Mr.  Mollohan.  Mr.  Secretary,  first  of  all  I  would  like  at  this  late 
hour  and  the  second  day  to  add  my  welcome  to  your  appearance 
here  today,  and  I  know  it  has  been  a  long  hearing  for  you  and  your 
very  fine  staff.  While  I  wasn't  here  yesterday,  I  have  been  advised 
of  some  of  the  material  covered,  and  with  the  Chairman's  and  your 
indulgence,  I  would  like  to  plow  over  a  little  bit  of  that  ground,  if  I 
might. 

Secretary  Cisneros.  Sure. 

Mr.  Mollohan.  Thank  you.  Yesterday  you  mentioned  briefly  as  I 
understand  it  your  plans  to  create  a  position,  special  position, 
which  would  allow  you  to  focus  on  types  of  housing  that  haven't 
been  covered.  And  I  think  I  have  here  rural  housing,  housing  for 
migrant  workers,  housing  for  Native  Americans,  to  mention  a  few. 

I  am  particularly  interested  as  you  might  imagine  in  the  rural 
housing  issue.  We  have  a  lot  of  fine  housing  authorities  out  there 
that  have  those  special  concerns  of  the  rural  housing.  In  the  past, 
in  visiting  with  our  housing  authorities,  one  of  the  things  that  they 
have  made  an  effort  to  impress  upon  me  successfully  is  that  many 
of  the  policies  and  regulations  that  come  out  of  HUD  are  blanket 
policies  and  regulations  and  are  more  applicable  to  urban  situa- 
tions than  to  rural  circumstances. 

And  I  am  wondering  if  you  could  talk  about  this  special  position 
in  light  of  those  concerns  and  legitimate  distinctions  that  ought  to 
be  made  between  regulations  as  they  apply  to  housing  authorities 
in  rural  areas  as  opposed  to  urban  areas. 

Secretary  Cisneros.  It  is  true  that  our  regulations,  generally 
speaking,  are  written  from  a  national  perspective  and  do  not  pick 
up  the  distinctions,  I  think  often  enough,  between  central  city  situ- 
ations, large  urban  areas  and  rural  areas. 

That  is  one  of  the  reasons  why  I  want  to  have  a  person  in  the 
Secretary's  Office  whose  assignment  would  be  to  try  to  interpret 
for  the  rest  of  the  Department  the  special  circumstances  that  con- 
front rural  housing.  You  mentioned  rural  housing  authorities.  We 
certainly  want  to  be  attentive  to  them.  But  the  problem  goes 
beyond  public  housing. 

It  is  also  to  other  forms  of  subsidized  housing  and  the  depart- 
ment's work  generally  to  try  to  make  it  sensitive  to  rural  environ- 
ments. It  is  interesting  that  you  would  be  here,  because  the  classic 
picture  I  have  in  my  mind  when  I  think  about  what  this  person 
would  do  pertains  to  the  kind  of  housing  need  that  exists  in  your 
State  of  West  Virginia,  or  in  Kentucky  or  in  Tennessee  or  in  west 
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Texas,  areas  that,  when  we  think  of  HUD  and  its  mission,  we  don't 
call  to  mind.  So  I  think  it  is  very  important  that  we  do  that. 

Now,  there  are  some  ways  in  which  normal  processes,  formulas 
and  so  forth,  end  up  showing  consideration  to  rural  areas.  For  ex- 
ample, section  8  administrative  fees,  and  so  forth,  are  set  on  fair 
market  value.  Typically  urban  prices  are  higher,  so  we  see  the  ef- 
fects in  rural  areas  of  simple  formula  application  that  are  differ- 
ent. That  is  where  some  differences  show  up  that  are  not  written 
into  law. 

But  for  the  most  part,  you  are  correct  that  we  need  to  do  some 
further  refining  to  make  sure  that  we  don't  cause  problems  where 
circumstances  are  different. 

Mr.  MoLLOHAN.  Well,  I  have  just  a — I  guess  a  couple  of  examples 
of  that  that  I  would  like  to  scope  out.  Our  rural  housing  groups 
were  up  here  earlier  in  the  year,  and  one  of  the  things  they  talked 
about  and  that  this  question  speaks  to  is  the  detriment  they  experi- 
ence with  regard  to  the  travel  rules,  and  some  concern  in  your  de- 
partment that  the  housing  authorities  were  making  money  on 
travel  reimbursements. 

Secretary  Cisneros.  I  have  not  heard  that  point  at  all. 

SECTION  8  ADMINISTRATIVE  FEES 

Mr.  MoLLOHAN.  Well,  let  me  just  look  at  this  more  carefully.  The 
proposal  to  reduce  the  reduction  in  Section  8,  administrative  fees,  I 
guess  it  is  administrative  fees. 

Secretary  Cisneros.  Right,  right. 

Mr.  MoLLOHAN.  And  I  understand  that  my  colleagues  have  raised 
the  question  of  how  detrimental  this  proposal  would  be  to  rural 
housing  authorities. 

Secretary  Cisneros.  They  have. 

Mr.  MoLLOHAN.  And  some  of  my  housing  authorities  cover  as 
much  as  six  counties  and  they  are  rural  counties,  it  takes  a  while 
to  travel  them,  I  can  tell  you.  The  representatives  have  to  travel 
two  hours,  and  no  exaggeration,  to  get  there,  in  both  directions. 

And  I  am  advised  that  you  were  under  the  impression  that  these 
studies  conducted  about  five  years  ago  that  housing  authorities 
were  making  a  profit  on  those  administrative  fees.  Is  that  correct? 

Secretary  Cisneros.  Well,  the  report,  the  GAO  report,  which  I 
submitted  a  little  while  ago  does  suggest  in  pretty  precise  language 
that  public  housing  authorities  generally  have  been  able  to  gener- 
ate some  surpluses  because  the  fees  that  are  paid,  pay  for  more 
than  what  the  absolute  cost  of  the  services  rendered  in  Section  8. 

Mr.  MoLLOHAN.  That  was  a  GAO  study? 

Secretary  Cisneros.  Correct,  GAO  study,  a  copy  of  which  is  here, 
and  if  I  may,  I  will  just  read  from  that  section.  Thank  you,  Paul. 
With  your  permission,  Mr.  Chairman,  it  will  just  take  a  second. 

Mr.  Stokes.  Sure,  go  right  ahead,  sure. 

Secretary  Cisneros.  It  is  in  a  section  entitled  Excess  Administra- 
tive Fees,  and  they  looked  at  70  PHAs  of  various  sizes  across  the 
country  and  concluded  a  net  surplus  of  some  $22  million  over  a 
three-year  period.  $5.5  million  for  the  most  recent  year,  and  what 
it  said  is  in  effect  that  they  are  able  to  conduct  the  services  at  a 
lesser  cost  than  what  the  7.24  fee  generates. 


Mr.  MoLLOHAN.  How  many  did  they  look  at? 

Secretary  Cisneros.  70. 

Mr.  MoLLOHAN.  They  looked  at  70? 

Secretary  Cisneros.  Seventy  public  housing  across  the  country? 

Mr.  MoLLOHAN.  Can  you  tell  me  how  many  of  those  are  rural 
housing? 

Secretary  Cisneros.  I  have  no  idea.  I  am  just  looking  at  the  rec- 
ommendation section  here.  Now,  a  couple  of  points.  First  of  all,  in 
response  to  the  GAO  study,  which  has  also  been  borne  out  by  a  pri- 
vate study,  Abt  Associates,  the  Office  of  Management  and  Budget 
in  looking  for  things  to  reduce,  focus  on  this  point. 

Now  the  Chairman  has  said  to  me  today  that  it  may  be  that,  be- 
cause of  the  concerns  the  Committee  has  on  this  point,  it  may  want 
to,  in  its  appropriations  bill,  take  a  different  tactic  than  0MB  has. 
I  indicated  to  him  that  we  would  work  with  him,  the  Committee, 
the  Congress,  and  0MB,  to  follow  the  law  as  the  Chairman  writes 
it. 

So  it  may  be  that  we  will  be  able  to  come  to  some  resolution  on 
this  question  through  this  appropriations  process.  But  the  0MB 
does  feel  strongly  that  while  the  sum  of  money  that  is  generated  or 
saved  here  is  small,  that  nevertheless  it  does  represent  one  area 
where  savings  can  be  exacted. 

Mr.  MoLLOHAN.  What  is  that  administrative  fee  based  on? 

Secretary  Cisneros.  It  is  based  on  the  estimated  cost  of  providing 
Section  8  certifications  and  administering  Section  8  administration 
of  the  program. 

Mr.  MoLLOHAN.  Is  that  a  flat  percentage  rate? 

Secretary  Cisneros.  Yes,  it  is  7.24  percent  right  now.  The  GAO 
studies  and  others  indicate  that  the — a  more  accurate  representa- 
tion of  what  it  actually  costs  would  be  6  percent,  and  that  is  what 
the  0MB  recommends. 

Mr.  MoLLOHAN.  Might  it  be  better  instead  of,  asking  for  your 
thoughts,  instead  of  applying  a  flat  rate  to  look  at  what  I  might 
consider  more  relevant  criteria  area  covered  in  that  administrative 
fee,  or  the  amount  of  travel  actually  involved? 

A  flat  rate  seems  a  bit  arbitrary  and  perhaps  in  rural  areas 
where  long  distances,  it  doesn't — it  has  a  disconnect  to  reality. 

Secretary  Cisneros.  I  will  be  happy  to  look  at  any  approach  that 
you  suggest  might  be  appropriate. 

Mr.  MoLLOHAN.  Well,  I  really  embrace  the  idea  of,  you  know, 
looking  at  these  things  carefully.  And  if  there  are  improper  reim- 
bursement and  money  can  be  saved,  where  it  should  be,  I  really — I 
am  on  board  on  that. 

On  the  other  hand,  I  can  tell  you  in  the  city  of  Fairmount,  which 
is  where  I  am  from,  the  housing  authority  there  stands  to  lose 
$48,000  and  two  people  just  from  this  policy  change.  And  I  don't 
think  anybody  wants  an  unintended  result  here,  that  is  an  unfair 
result. 

And  so  if — you  know,  maybe  even  using  Fairmount  as  a  case 
study,  to  see  if  this  is  going  to  have  an  unintended  result.  I  think 
that  is — I  would  certainly  like  to  work  with  you.  And  again,  I  want 
to — I  can't  process  these  notes  as  fast  as  you  are  handing  them. 
They  only  have  eight  people  now,  so  it  is  a  25  percent  reduction. 
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Secretary  Cisneros.  We  will  be  happy  to  work  with  you  to  try  to 
use  that  as  an  example  of  maybe  where  this  correction  does 
damage. 

Mr.  MoLLOHAN.  But  I  will  say  my  meeting  earlier  in  the  year,  a 
number  of  the  housing  authorities  expressed  concern  about  this.  It 
was  a  major  issue. 

Secretary  Cisneros.  Let  me  read  from  the  conclusions  of  the  sec- 
tion of  this  report.  It  says  that  we  found  that  fees  HUD  paid  to 
most  public  housing  authorities  within  our  sample  substantially  ex- 
ceeded the  costs  of  administering  the  Section  8  certificate  program. 

Even  though  we  examined  only  70  of  the  more  than  about  2,000 
PHAs  involved  in  the  Section  8  program  throughout  the  country, 
we  identified  a  net  surplus  of  over  $22  million  for  the  3  year  period 
we  reviewed.  We  believe  that  Congress  periodically  needs  informa- 
tion on  the  actual  costs  being  incurred  through  PHAs  throughout 
the  country.  With  this  Congress  would  have  an  improved  basis  for 
its  deliberations  on  the  fee  that  should  be  paid  PHAs  for  their  re- 
imbursement of  administrative  costs. 

So  we  get  caught  at  the  Department  between  a  rock  and  a  hard 
place.  The  housing  authorities  ask  for  more,  but  we  have  the  Gen- 
eral Accounting  Office  that  holds  us  to  a  pretty  tight  standard  sug- 
gesting that  we  are  overpaying. 

Mr.  MoLLOHAN.  Okay.  Well,  maybe  we  are  in  some  places  and 
maybe  we  aren't  in  others. 

Secretary  Cisneros.  That  is  possible. 

Mr.  MoLLOHAN.  And  perhaps  we  would  sort  through  that.  And  I 
would  invite  a  review  of  our  housing  authorities  with  that  in  mind. 
I  mean  I  am  confident  enough  in  their  being  candid  that  this  would 
be — would  have  the  unintended  result  that  I  am  referring  to,  that  I 
would  invite  us  to  be  the  case  study  in  West  Virginia. 

Secretary  Cisneros.  Yes  sir. 

Mr.  MoLLOHAN.  And  perhaps  this  GAO  study  does  this,  but  you 
mentioned  yesterday  that  rural  housing  authorities  are  currently 
permitted  to  come  in  and  make  a  case  to  the  department,  that  they 
need  higher  fees  to  administer  their  program.  Excuse  me.  Did  you 
get  that?  You  indicated  yesterday  that  housing  authorities  are  in- 
vited to  come  in  and  to  take  make  a  case  to  the  department  that 
they  need  higher  fees.  I  believe  that  is  that,  I  am  advised  that  you 
said  that  yesterday,  that  they  are  currently  permitted,  that  rural 
housing  authorities  are. 

Secretary  Cisneros.  Right,  Mr.  Janis  made  that  statement  yes- 
terday. 

Mr.  MoLLOHAN.  Okay,  all  right.  Well,  do  you  agree  with  it? 

Secretary  Cisneros.  Sure. 

Mr.  Mollohan.  Is  it  correct?  Okay.  Could  you  please  provide  for 
the  record  a  list  of  all  housing  authorities,  including  rural  housing 
authorities,  that  have  had  higher  fees  approved  by  the  department 
in  the  last  ten  years? 

Secretary  Cisneros.  Can  we  do  that? 

Mr.  Janis.  Yes.  As  well,  I  can  be  in  touch  with  Fairlawn  and 
other  agencies  in  your  jurisdiction. 

Mr.  Mollohan.  Fairlawn,  yes. 

Mr.  Janis.  Fairlawn,  to  be  sure  they  are  aware.  I  think  this  is  a 
fairly  new  provision  and  I  am  not  sure  that  all  of  the  agencies  are 
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aware  of  this.  I  will  commit  us  to  taking  a  look  to  see  how  well 
that  information  is  known  in  the  small  housing  agencies. 

It  doesn't  address  your  larger  question,  but  it  can,  perhaps,  ad- 
dress Fairlawn  and  some  of  the  other  situations  you  are  mention- 
ing. 

[The  information  follows:] 

Number  of  PHAs,  Including  Rural,  That  Asked  for  Higher  Section  8 

Administrative  Fees 

The  information  requested  is  not  available.  Information  concerning  which  PHA's 
have  requested  higher  Section  8  administrative  fees  is  not  retained  by  the  Depart- 
ment. 

RURAL  HOMELESSNESS  DEMONSTRATION 

Mr.  MoLLOHAN.  Mr.  Secretary,  could  you  please  provide  me  with 
some  details  on  the  $20  million  demonstration  under  the  support- 
ing program  for  rural  homelessness?  Are  you 

Secretary  Cisneros.  Yes  sir. 

Mr.  MoLLOHAN  [continuing].  Prepared  to  do  that? 

Secretary  Cisneros.  I  testified  last  week  before  the  housing  au- 
thorizing subcommittee  on  the  effort  we  want  to  make  to  include  in 
our  appropriations  request  $20  million  for  rural  homelessness.  We 
have  discovered  that  the  homeless  problem  is  not  exclusively  an 
urban  problem,  that  there  are  many  homeless  people  in  the  com- 
munities across  the  country. 

This  will  be  integrated  with  our  other  homeless  programs.  It  is 
designed  to  provide  maximum  flexibility  so  it  is  not  just  for  shelter 
or  physical  improvements,  but  that  it  includes  provisions  for 
mental  health,  substance  abuse,  and  others.  It  will  be  coordinated 
with  our  supportive  housing  for  the  homeless  initiative,  but  will 
focus  on  rural. 

Mr.  MoLLOHAN.  Is  that  contained  in  your  investment? 

Secretary  Cisneros.  Yes  it  is.  I  am  sure  it  is. 

Mr.  MoLLOHAN.  Okay.  Mr.  Chairman,  I  have  a  couple  questions 
for  the  Secretary  that  I  would  like  to  submit  for  the  record  at  this 
time. 

Mr.  Stokes.  Without  objection  they  may  be  submitted  for  the 
record. 

Mr.  MoLLOHAN.  Thank  you,  Mr.  Secretary. 

Secretary  Cisneros.  Yes  sir,  thank  you. 

Mr.  Mollohan.  Mr.  Secretary,  a  lot  of  those  questions  I  feel 
apply  to — well,  most  of  them,  to  previous  administrations  and  there 
are  things  you  are  working  on,  I  recognize  that,  I  think  you  are 
doing  an  outstanding  job.  I  look  forward  to  working  with  you. 

Secretary  Cisneros.  Thank  you. 

Mr.  Stokes.  Ms.  Kaptur,  I  yield  to  you. 

Ms.  Kaptur.  Thank  you,  Mr.  Chairman.  Mr.  Secretary,  we  wel- 
come you  and  members  of  your  very  capable  staff.  No  one  is  more 
happy  than  I  am  to  see  you  sitting  there.  And  we  look  forward  to 
working  with  you  and  on  your  budgets  for  this  year  and  many 
years  into  the  future. 

I  apologize  for  not  being  here  earlier.  My  schedule,  flight  sched- 
ule, in  addition  to  that,  precluded  it.  I  have  had  a  chance  to  read 
your  testimony  and  I  do  have  several  questions  I  will  submit  to  the 
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record  that  I  will  not  ask  you,  but  there  are  a  few  that  I  would  like 
to  ask  on  the  record,  if  I  might. 

FAMILY  SELF-SUFFICIENCY 

I  have  read  your  statements  concerning  rights  and  responsibil- 
ities which  interests  me  very  much,  and  I  am  very  interested  in  the 
fact  that  your  current  budget'  proposes  something  like  $25.7  million 
for  what  are  called  family  investment  centers,  adjacent  to  or 
within  public  housing  developments.  And  this  is  something  that 
when  I  was  on  the  authorizing  committee,  I  helped  author. 

Also  there  was  a  related  provision  called  Family  Self-Sufficiency 
Program,  and  it  was  my  understanding  that  the  family  investment 
centers  that  you  have  provided  funding  for  in  your  budget  are  to 
actually  create  a  physical  place  within  which  counseling  could 
occur,  but  it  is  a  little  unclear  to  me  in  your  budget  whether  the 
family  self-sufficiency  portion  which  is  to  fund  the  coordinators 
that  would  actually  do  the  outreach  and  so  forth  are  incorporated 
in  your  budget. 

I  don't  know  whether  you  have  looked  at  this  or  not,  but  it  is  a 
concern  of  mine  and  I  was  wondering  whether  you  or  someone  on 
your  staff  might  address  that. 

Secretary  Cisneros.  It  is  my  understanding  that  they  are — that 
the  counselors  and  so  forth  you  referred  to  are  included  in  what  is 
requested.  If  there  is  any  other  thought  about  that.  Herb,  do 
you 

Ms.  Kaptur.  It  was  my  impression,  sir,  that  under  the — it  is  not 
clear  to  me  that  in  the  1994  budget  submission  the  family  self-suffi- 
ciency program  has  funding  either  under  public  housing  or  the  Sec- 
tion 8  program  where  they  are  two 

Mr.  Persil.  Yes,  both  programs  are  funded.  Family  self-sufficien- 
cy coordinators,  we  have  provided  fee  money  in  their  support  in 
the  amount  of  $8.4  million.  We  also  have  within  the  operating  sub- 
sidies appropriation,  the  amounts  for  support  of  the  family  Self- 
Sufficiency  Act  itself.  It  is  within  the  program  for  operating  subsi- 
dies. 

Ms.  Kaptur.  All  right.  That  would  include  Section  8  as  well? 

Mr.  Persil.  The  Section  8  part  is  the  $8.4  million  for  the  fees  in 
support  of  the  coordinators. 

Ms.  Kaptur.  All  right.  I  will  also  submit  a  question  to  the  record 
on  that  so  we  understand  where  the  dollars  actually  are  and  we 
thank  you  for  that. 

public  housing  needs 

I  also  wanted  to  ask  a  question,  Mr.  Secretary,  and  this  is  just 
asking  you  to  be  as  creative  as  I  know  you  can  be.  The  family 
and — I  am  very  interested  in  having  gone  through  many  public 
housing  projects  around  the  country  and  some  in  Chicago  trouble 
me  the  most. 

I  remember  going  through  with  a  former  Member  several  floors 
of  the  Henry  Horner  homes  and  Robert  Taylor  homes  and  where 
there  were — Cabrini-Green,  which  is  a  very  difficult  situation,  but 
many  developments  where  there  were  vacant  floors  or  vacant  sec- 
tions of  those  buildings. 
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And  my  objective  is  to  move  people  out  of  those  places.  And  I 
would  be  the  first  to  support  that  effort.  But  what  I  am  wondering 
is,  where  you  have  vacant  floors,  I  remember  one  experience  I  had 
where  19,000  people  were  living  in  several  tower  buildings  and  I 
asked  the  woman  who  was  taking  us  around,  could  you  please  show 
me  where  your  training  center  is,  and  we  were  moved — we  were 
taken  down  the  elevator  shaft  to  a  lower  basement  level  section 
and  she  took  me  into  a  room  one-eighth  the  size  of  this  room.  She 
said  this  is  our  training  center. 

I  said  for  all  19,000  residents?  She  said  yes,  and  you  know  we  are 
so  happy,  because  this  year  we  had  many  more  GEDs  out  of  this 
particular  area  than  last  year,  she  said  we  had  four.  The  year  prior 
to  that  they  had  had  one.  And  I  said,  well,  could  you  tell  me  do  you 
have  any  sewing  machines  here?  And  her  answer  was  we  have  an 
old  one. 

And  she  showed  me,  but  it  was  kind  of  overused  and  not  in  very 
good  repair.  And  that  really  got  me  thinking,  because  we  work  a 
lot  with  the  GSA  and  the  government  makes  everything  from  uni- 
forms— at  least  purchases  everything  from  uniforms  to  sunglasses 
to  sheets  for  our  VA  hospitals,  and  I  was  wondering  whether  you 
might  give  some  thought  as  you  move  forward  on  this  family  self- 
sufficiency  program,  and  I  would  be  very  happy  to  be  your  ally  on 
this,  to  see  if  we  couldn't  find  some  government  contracts  that  are 
out  there  where  we  could  begin  through  PIC  and  the  Private  Indus- 
try Council  and  certain  locations  around  the  country  to  begin 
training  people,  perhaps  in  a  job  like  cutting  and  sewing  for  begin- 
ners, but  where  we  could  ultimately  move  people  into  tailoring, 
into  working  for  our  large  department  stores. 

It  is  almost  irrelevant  to  me  what  the  people  make,  whatever 
would  make  the  most  sense  in  terms  of  training.  I  think  we  can  do 
a  lot  of  help  with  use  of  computer  terminals,  but  I  have  never  seen 
this  done  in  all  the  housing  developments  that  I  visited.  And  the 
training  is  always  off  site,  and  yet  I  saw  all  this  empty  space  and  I 
saw  these  families  that  really  don't  have  much  of  a  ladder  out. 

And  I  began  thinking  about  what  does  the  government  buy  that 
we  could  make  within  some  of  these  developments.  And  I'd  wonder 
if 

Secretary  Cisneros.  It  is  an  excellent  idea,  and  it  is  in  the  spirit 
of  what  we  are  thinking  about  and  moving  toward.  I  just  had  a 
conversation,  literally  today,  with  Secretary  Reich,  at  the  Depart- 
ment of  Labor,  to  try  to  encourage  collaboration  in  a  physical  site, 
housing  sites,  development  sites,  between  HUD  and  Labor  where 
they  would  put,  at  a  minimum,  outreach  offices  to  sign  people  up 
for  training. 

But  I  think  you  have  an  idea  that  goes  a  step  further,  and  that  is 
to  put  the  actual  training  there.  I  think  it  is  an  excellent  idea,  and 
we  should  pursue  that.  We  are  willing  to  consider  every  kind  of  in- 
novative idea  that  comes  forward,  for  not  only  training  but  other 
services  that  can  be  offered  in  housing  environments. 

Earlier  we  discussed  changes  we  are  prepared  to  make  in  this 
round  of  appropriations,  the  1994  appropriations,  to  try  to  create 
additional  housing  sites,  development  sites  away  from  the  concen- 
trations such  as  what  you  described  that  are  so  unacceptable.  We 
are  going  to  try  to — we  talked  to  the  Chairman  today  about  5,000 
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additional  units,  3,000  vouchers  to  move  people  from  concentra- 
tions, another  2,000  public  housing  development  units. 

We  can  respect  the  one-for-one  replacement  rule  which  governs 
our  work,  but  at  the  same  time  be  able  to  deconcentrate  the  prob- 
lems that  exist.  But  for  all  of  the  work  at  deconcentration,  we  will 
never,  practically  speaking,  be  able  to  move  appreciable  numbers 
of  people.  Many  will  remain  in  sites  such  as  these. 

We  must  make  them  as  livable  as  we  can,  and  your  idea  is  a  very 
constructive  one. 

EARLY  CHILDHOOD  DEVELOPMENT 

Ms.  Kaptur.  You  know,  I  fought  for  many  years  to  get  the  early 
childhood  development  legislation 

Secretary  Cisneros.  That  does  exist;  I  have  seen  early  childhood 
development  sites  in  housing  authorities. 

Ms.  Kaptur  [continuing].  And  I  know  you  have  provided  more, 
asked  for  more  money  this  time;  and  I  am  the  first  one  to  support 
you  on  that  because  we  had  to  struggle  to  get  $5  million  set-asides 
over  the  last  several  years  and  you  have  proposed  a  $10-million  in- 
crease to  the  level  of  $15  million  this  year.  And  it  would  mean 
mothers  could  leave  their  children;  and  they  could  work,  they 
could  learn  a  skill. 

Secretary  Cisneros.  The  most  effective  that  I  have  seen — not 
necessarily  designed  for  mothers  to  work  although  that  is  impor- 
tant, and  we  want  to  encourage  that,  but  the  most  effective  I  have 
seen  are  where  child  care  is  linked  to  parenting  training,  specific 
programs  where  women  get  training  alongside  their  children  that 
makes  them  not  only  more  employable,  but  better  parents  in  the 
process. 

And  considering  that  many  started  at  ages  15,  16  years  old,  teen- 
age pregnancy  problems,  and  so  forth,  these  programs  can  be  made 
to  work. 

Ms.  Kaptur.  Well,  I  think  the  connection  between  child  develop- 
ment, parenting,  and  training  are  extremely  important  connec- 
tions, and  I  think  you  have  an  incredible  opportunity  to  make  a 
difference  there. 

I  £im  going  to  submit  for  the  record,  for  your  use,  a  list  from  the 
GSA  of  all  the  categories  in  which  we  purchase  goods  as  a  Govern- 
ment of  the  United  States.  The  Defense  Department  alone  pur- 
chases 150  billion  a  year  in  various  items,  and  I  can't  believe  that 
there  aren't  some  services  or  goods  that  this  government  purchases 
that  couldn't  help  move  people  out  of  poverty  permanently. 

Secretary  Cisneros.  Good  idea. 

Ms.  Kaptur.  So  I  appreciate  your  receptivity  on  that. 

Also  in  this  regard,  as  you  think  about  the  Youthbuild  program, 
one  of  the  experiences  I  have  had  in  my  district  I  would  like  to 
share  with  you,  because  I  think  the  housing  authorities  could  do  a 
lot  with  this,  and  we  haven't  found  a  way  to  handle  it. 

Most  of  the  housing  developments  I  have  been  into,  there  are 
more  women  and  children,  percentage-wise,  living  there  than  men, 
than  fathers.  And  I  have  developments  where  80,  90  percent  of  the 
residents  are  women  and  children.  And  as  a  woman  myself,  I  know 
how  discriminated  against  we  were  by  the  building  trades.  And  a 
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couple  years  ago  I  went  and  took  a  course  to  see  if  I  could  do  it, 
and  I  could,  and  I  thought,  gosh,  it  would  have  been  great  had  I 
learned  this  20  years  ago. 

And  it  began — I  had  been  working  with  a  school  in  my  inner 
city,  and  trying  to  understand  the  problems  of  children  learning  in 
that  environment;  and  I  learned  some  amazing  things — which  is  no 
different  than  any  other  city  in  America.  On  average,  in  most  of 
our  very  inner-city  schools,  childhood  education  is  interrupted  on 
the  average  of  five  to  six  times  annually  where  kids  move  from 
school  to  school,  largely  because  of  poor  shelter.  When  I  asked  the 
mothers  why  they  were  pulling  their  children  out  of  these  schools, 
it  was  because  they  didn't  have  a  decent  place  to  live. 

And  so  I  thought,  well,  we  have  vacant  FHA  units  in  this  neigh- 
borhood, we  have  vacant  lots,  we  can  have  CDBG  money;  why  can't 
we  find  a  way  to  help  those  women  who  are  interested  to  learn 
some  building  skills,  and  we  are  doing  that  now.  In  fact,  they  are 
the  best  apprenticeship  class  ever  in  our  community. 

But  the  bureaucracy  involved  with  the  Welfare  Department, 
Public  Housing  Authority,  the  educational  system,  the  Department 
of  Labor,  you  name  it,  the  Displaced  Homemakers  program,  to  try 
to  help  these  women  move  off  the  welfare  rolls,  out  of  public  hous- 
ing, into  repairing  their  own  homes  and  fixing  them  up  to  become 
livable,  is  harder  than  landing  somebody  on  the  moon.  And  we,  in 
last  year's  legislation,  provided  women  and  home  building  authori- 
zation as  a  part  of  the  Housing  and  Community  Development  Act, 
that  would  provide  funding  if  you  chose  to  do  it  under  one  of  the 
technical  assistance  texts  of  HOME,  Section  233. 

And  your  legislation  indicates — your  budget  request  indicates 
you  plan  to  spend  25  million  of  the  HOME  budget  on  technical  as- 
sistance; and  I  am  just  curious,  how  much  of  that  25  million  will 
fund  Section  233,  which  was  authorized  at  $14  million,  and  could 
we  work  with  you  in  any  way  to  provide  women  with  the  training 
that  they  most  likely  will  need  as  they  go  through  life  to  keep  their 
shelter  in  repair? 

Hopefully,  my  community  will  turn  these  women  into  a  construc- 
tion company;  that  is  our  ultimate  goal.  But  the  bureaucracy  does 
not  make  it  easy  to  do  that.  We  have  a  wonderful  Public  Housing 
Authority  director,  Don  Trundle — you  may  know  him — and  we 
could  do  a  lot  of  the  training  through  public  housing  to  help 
women  move  into  then-vacant  FHA  units  that  they  had  rehabbed 
themselves.  But  we  need  HUD's  help  in  trying  to  cut  through  the 
bureaucracy. 

Secretary  Cisneros.  Again,  very  good  suggestions;  and  I  will  be 
happy  to  work  with  you  on  that  out  of  the  funding  that  has  been 
set  aside. 

Let  me  say  to  you  that  I  think,  beyond  what  I  think  we  can  do 
with  our  own  Budget,  there  will  be  other  students  as  well.  For  ex- 
ample, I  have  mentioned  several  times  in  the  testimony  over  the 
last  several  days  that  HUD  is  going  to  be  seeking  approval  to  use 
about  3,000  vouchers,  tenant-based  vouchers,  to  try  to  unleash 
about  $500  million  in  AFL-CIO  funds  from  pension  systems  for  a 
targeted  program  that  the  AFL-CIO  is  offering  us,  if  we  can  work 
out  the  details;  and  we  are  well  on  the  way  to  doing  it — it  is  a  done 
deal — generated  11,500  housing  units,  without  having  to  use  Gov- 
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ernment  funds,  to  come  up  with  the  bulk  of  the  construction 
money. 

Now,  their  objective  is  work  for  construction  workers,  but  also 
training;  and  a  component  for  women  would  be  a  very  important 
part  of  this.  So  I  will  keep  you  posted  as  this  one  goes  along,  and 
you  may  want  to  make  a  special  case  to  the  AFL-CIO  for  training 
for  women. 

But  that  is  going  to  be  a  huge  source  of  jobs  right  off  the  bat  this 
year  that  doesn't  have  to  come  directly  out  of  our  Budget. 

Ms.  Kaptur.  I  might  mention  to  you,  in  our  community,  the 
training — ^the  journeymen  that  are  training  the  women  come 
through  an  organization  called  Union  Unique,  which  is  a  spin-off  of 
our  local  AFL-CIO  counsel. 

Secretary  Cisneros.  That  is  why  I  mention  it,  because  they  have 
a  pretty  good  "record." 

Ms.  Kaptur.  We  think  we  have  a  good  track  record  in  our  area. 

But  I  just  wanted  to  make  sure,  and  sort  of — and  I  remember 
going  through  some  of  those  housing  projects  in  Chicago — I  am 
from  Toledo,  Ohio,  but  Chicago  is  our  capital,  so  we  like  to  spend 
some  time  there. 

And  I  remember  I  was  up  on  the  seventh  floor  of  one  of  those 
buildings,  and  a  woman  was  sitting  outside  her  home,  her  apart- 
ment unit,  and  I  walked  by  and  she  thought  I  was  a  housing  offi- 
cial and  she  said,  when  are  you  going  to  fix  the  screen?  I  have  been 
asking  you  for  five  years  to  fix  the  screen. 

And  I  said,  ma'am,  I  am  not  from  the  housing  authority,  but  how 
would  you  like  to  learn  how  to  fix  the  screen?  And  I  can  show  you 
how  to  do  that.  And  I  thought,  this  place  ought  to  do  this,  this  is 
wrong,  and  this  woman  shouldn't  think  that  she  can  only  live  here; 
that  maybe  she  can  live  in  a  home  somewhere  else  in  the  Chicago 
area,  and  we  are  going  to  give  her  some  help.  But  I  have  a  neigh- 
borhood— and  I  am  sure  it  is  no  different  in  San  Antonio  or  any- 
place else  where  most  of — the  majority  of  people  who  live  in  the 
neighborhood  are  women  and  children.  And  unless  we  deal  with 
skill-building  there,  we  are  not  going  to  rebuild  urban  America. 

Secretary  Cisneros.  You  are  absolutely  right. 

Ms.  Kaptur.  I  thank  you  for  that. 

Finally,  on  May  10th,  we  have  gotten  agreement  from  the  White 
House  through  Bruce  Reid  to  have  a  roundtable  on  neighborhoods. 
And  the  administration  will  be  meeting  with  the  representatives  of 
CECs  and  community  development  corporations,  Mr.  Secretary; 
and  I  don't  know  how  you  are  involved  in  all  of  that,  but  I  would 
hope  that  the  President  would  somehow  enlist  you  in  those  efforts 
so  you  could  hear  from  these  various  organizations  that  have  taken 
root  around  the  United  States. 

Secretary  Cisneros.  That  is  a  big  theme  with  us,  to  involve  and 
relate  to  community  organizations  for  partnership  in  delivering  our 
services. 

Ms.  Kaptur.  And  we  had  written  you  a  letter  in  that  regard,  Mr. 
Secretary,  back  on  March  8th,  in  which  we  requested  your  particu- 
lar attention — it  was  signed  by  several  Members  of  Congress — to 
considering  the  establishment  of  a  position  at  HUD.  We  suggested 
a  new  Assistant  Secretary  for  Neighborhood  Development  and  Fi- 
nance to  handle  the  plethora  of  community  development  corpora- 
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tions,  neighborhood  groups,  et  cetera,  as  well  as  some  of  the  new 
work  that  will  have  to  be  done  in  conjunction  with  these  communi- 
ty development  banks. 

We  are  curious  as  to  whether  you  ever  saw  that  letter,  and  as 
you  reinvent  HUD  if  you  will  be  willing  to  consider  a  special  posi- 
tion; or  if  you  have  given  any  thought  to  that,  to  deal  with  these 
not-for-profit  development  corporations. 

Secretary  Cisneros.  The  answer  is  yes  on  both  scores.  I  did  see 
the  letter,  and  I  also  am  prepared  to  act  on  the  position  you  de- 
scribed, though  not  at  the  Assistant  Secretary  level.  I  can't,  by  fiat, 
create  assistant  secretary  positions;  those  are  limited  by  law.  And 
so  I  would  have  to  seek  extensive  authorization  and  funding  for 
that. 

But  what  I  am  planning  to  do,  and  the  Chairman  heard  me  refer 
to  this  earlier,  is  create  a  special  office  in  the  Department,  Office  of 
Special  Action,  which  would  include  a  series  of  positions  which  we 
will  either  fill  with  new  persons  or  detail  persons  already  in  the 
Department — more  likely  the  latter  because  of  the  staffing  restric- 
tions. That  office  will  have  responsibility  for  rural  housing,  on 
which  I  answered  a  question  of  Mr.  Mollohan  earlier,  migrant  and 
colonia  situations  along  the  border  which  Ron  Coleman,  as  a 
matter  of  fact,  Sunday,  when  I  was  in  a  colonia,  told  me  he  had 
talked  to  you  about — Ron  Coleman — Native  American  housing — 
and  a  series  of  other  activities,  including  neighborhood-related  and 
neighborhood  organizations,  as  well  as  some  other  projects  related 
to  actions  we  have,  priorities  in  specific  communities  that  have 
come  forward  with  particularly  innovative  things  that  need  hand- 
holding  all  the  way  through. 

So  this  Office  of  Special  Action  is  something  we  will  create  and 
the  neighborhood  issue  is  squarely  a  part  of  it.  These  are  just  my 
notes  on  what  we  are  calling  the  Office  of  Special  Action;  there  is  a 
meeting  that  I  have  later  today  on  the  subject,  and  right  there  is 
the  issue  of  neighborhood. 

Ms.  Kaptur.  Mr.  Secretary,  I  really  am  pleased  to  hear  that  be- 
cause the  day  after  election  last  year  I  took  a  group  of  50  people 
from  my  unit  to  Newark,  New  Jersey,  to  try  to  learn  what 
their  community  corporation  there  had  done  to  develop  nearly 
3,000  units  of  housing  in  a  corporation  that  now  has  assets  valued 
at  over  $250  million. 

Now,  we  are  nowhere  near  that  in  Toledo,  Ohio,  but  what  is 
troubling  is  there  isn't  an  easy  way  for  me  to  teach  the  fledging 
community  organizations  in  my  area  how  to  do  what  has  been  done 
there,  or  to  learn  from  it.  There  is  not  an  easy  way  to  network  that 
experience.  And  I  don't  know  whether  HUD  is  even  the  proper 
place  to  do  it,  but  I  do  know  there  are  hundreds  of  groups  that 
need  to  advance  their  sophistication. 

And  there  is  no — and  here  I  am,  a  Member  of  Congress,  finding 
myself  a  travel  agent,  taking  people  around  the  country.  And  re- 
cently we  brought  in  people  from  new  communities  to  Toledo, 
through  a  foundation,  so  they  could  further  educate  and  try  to  ex- 
plain, but  those  one-hit  visits  just  don't  do  it.  And  maybe  HUD 
could  consider  some  type  of  resource  activity  where  you  could  pro- 
vide short-course  training  or 

Secretary  Cisneros.  Absolutely. 
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Ms.  Kaptur  [continuing].  Move  things  around  the  country  in 
some  more  systematic  way,  teach  these  groups  how  to  access 
Fannie  Mae  and  Freddie — the  affordable  housing  program.  They 
need  to  advance  faster  than  they  are. 

And  they  are  out  there  now,  they  are  doing  a  lot,  and  they  could 
magnify  their  efforts,  but  there  is  no  easy  way  for  them  to  learn. 
In  places  like  Toledo,  which  is  more  like  America,  I  guess,  than 
New  York  City  in  some  ways,  because  we  are  just  more  ordinary. 
We  are  not  famous  for  doing  much  else,  I  guess,  than  just  having  a 
good  place  for  people  to  live. 

But  it  isn't  easy  for  our  groups  to  learn.  And  we  need  a  way  to 
do  that.  And  I  hope  HUD  can  find  a  way  to  help  groups  learn,  that 
really  want  to  make  a  difference;  and  we  could  give  you  12  groups 
off  the  bat. 

Secretary  Cisneros.  What  you  are  saying,  I  recognize  as  does  the 
President  and  we  will  act  upon  it. 

Ms.  Kaptur.  All  right.  Thank  you  very  much.  We  will  submit 
other  questions  for  the  record  and  I  thank  you,  Mr.  Chairman. 

Mr.  Stokes.  You  are  certainly  welcome,  Ms.  Kaptur. 

Mr.  Secretary,  before  you  leave,  it  has  been  a  pleasure  to  have 
you  here.  I  think  we  have  had  good  hearings.  I  appreciate  very 
much  the  forthright,  candored  manner  in  which  you  have  respond- 
ed to  questions  posed  to  you.  In  those  instances  where  you  have  not 
been  able  to  provide  us  information,  you  have  made  the  effort  to 
get  it  for  us  and  will  do  so  on  other  things  that  we  do  not  yet  have. 

So  we  appreciate  having  had  you  before  this  subcommittee  and 
we  look  forward  to  working  with  you. 

Secretary  Cisneros.  Mr.  Chairman,  for  my  part,  let  me  say 
thank  you  for  the  diligence  with  which  you  pursue  these  matters. 
It  is  impressive  the  stamina  that  you  have  as  chairman  to  just  stay 
through  all  of  this  and  take  it  with  this  detail. 

It  is  helpful  to  us  to  hear  your  concerns  and  forces  us  to  prepare. 
The  very  discipline  in  preparing  for  a  hearing  like  this  has  en- 
hanced I  think  our  own  search  for  information  and  justification  for 
programs. 

I  particularly  appreciate  your  willingness  to  consider  these 
amendments  that  we  have  set  out  because  what  we  are  attempting 
to  do  is  be  more  responsive  to  the  problems  that  have  bubbled  up 
over  the  course  of  the  2  days  and  as  you  have  heard  in  my  re- 
sponses to  other  Members  on  rural  matters  or  on  neighborhood 
matters,  we  are  still  at  work  in  progress,  but  we  do  want  to  be  re- 
sponsive. 

Mr.  Stokes.  Certainly.  Thank  you  very  much  for  your  appear- 
ance. 

Thank  you,  Mr.  Williams,  Ms.  Shelton  and  Mr.  Daniels.  We  ap- 
preciate your  appearance. 
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General  Statement 

Mr.  Stokes.  We  will  now  turn  to  Departmental  Management  and 
we  will  change  players  again.  Our  next  witness  is  Mr.  Terrence  Du- 
vernay,  Deputy  Secretary. 

Mr.  Duvernay,  we  will  place  your  entire  written  statement  in  the 
record  and  we  will  recognize  you  at  this  time  if  you  have  any  addi- 
tional remarks  to  make. 

I  note  you  have  a  number  of  associates  here.  If  you  would  like  to 
introduce  them,  you  can,  however  you  would  like  to  proceed. 

Mr.  Duvernay.  Thank  you  very  much,  Mr.  Chairman. 

What  I  will  do  is  not  make  any  additional  statements  since  you 
have  agreed  to  place  my  statement  in  the  record  and  because  of  the 
lateness  of  the  day. 

I  would  like  to  introduce,  however,  some  of  the  people  with  me. 
To  my  right  is  Mr.  Herb  Persil,  who  is  the  Director  of  the  Office  of 
Budget.  To  my  left  is  Mike  Hill,  who  is  Acting  Assistant  Secretary 
for  Administration;  and  Linda  Reid,  who  works  with  Herb  and  has 
been  very  helpful. 

Also  in  the  audience  today  is  the  Designee  for  Assistant  Secre- 
tary for  Administration;  I  think  the  Secretary  introduced  her  yes- 
terday, Marilynn  Davis. 

Mr.  Stokes.  Right;  Ms.  Davis. 

Mr.  Duvernay.  Jim  Walker,  who  takes  care  of  administrative 
matters  in  the  Secretary's  Office. 

With  that,  Mr.  Chairman,  I  will  be  ready  to  answer  any  ques- 
tions you  might  have. 

[The  Deputy  Secretary's  statement  follows:] 
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STATEMENT  OF 

TERRENCE  R.  DUVERNAY,  DEPUTY  SECRETARY 

DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

Before  the 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE 
APRIL  1993 

I  ara  pleased  to  appear  before  you  today  as  the  Deputy 
Secretary  for  the  Department  of  Housing  and  Urban  Development, 
and  to  present  our  budget  for  the  management  and  administration 
of  the  Department. 

The  total  staffing  request  for  the  Department,  including  the 
Working  Capital  Fund,  the  Office  of  Federal  Housing  Enterprise 
Oversight,  and  the  Office  of  Inspector  General  is  13,275  FTE,  a 
net  decrease  of  219  FTE  below  the  expected  1993  level  of 
13,494  FTE.   This  decrease  in  staffing  is  in  accordance  with  the 
President's  Executive  Order.   The  Department's  on-board  staffing 
level  at  the  beginning  of  FY  1993  was  used  in  calculating  the 
staffing  reduction.   Included  in  the  staffing  request  are 
30  FTE  for  the  new  Office  of  Federal  Housing  Enterprise 
Oversight,  which  is  funded  by  user  fees  from  Fannie  Mae  and 
Freddie  Mac. 

The  1994  Salaries  and  Expenses  request  is  for  $922  million, 
which  consists  of  $466  million  in  budget  authority,  $445  million 
to  be  transferred  from  the  Federal  Housing  Administration, 
$8  million  to  be  transferred  from  the  Government  National 
Mortgage  Association,  and  $3  million  in  other  transfers.   This  is 
an  increase  of  $22  million  over  1993.   This  level  of  funding 
would  support  12,329  full-time  equivalent  (FTE)  staff  in  1994,  a 
decrease  of  220  FTE  below  the  expected  1993  level  of  12,549  FTE. 

The  1994  request  includes  administrative  cost  reductions  for 
the  Department  of  approximately  $6  million  in  other  objects  of 
expense,  and  a  decrease  of  $9  million  in  personal  services  for 
the  Department  in  accordance  with  the  President's  Executive 
Orders.   Also  included  in  the  1994  request  is  an  increase  of 
$15  million  for  ADP  Services.   This  increase  is  comprised  of 
$10  million  to  continue  the  Department's  plan  to  integrate 
financial  systems,  and  an  increase  of  $5  million  for  the  partial 
restoration  of  1993  reductions  in  ADP  operations  that  were 
necessitated  in  order  to  avoid  a  reduction  in  force  or  furloughs. 

Included  in  the  Department's  financial  systems  integration 
plan  are  two  of  the  Department's  highest  priority  systems 
efforts:   The  CFS/TRACS  project,  which  addresses  a  number  of 
material  weaknesses  in  the  Section  8  Program,  and  the  redesign  of 
the  Federal  Housing  Administration's  financial  systems. 
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Through  the  reinvention  of  HUD,  we  will  examine  how  HUD  is 
doing  business  today  and  how  improvements  can  be  made.   We  will 
entrust  more  responsibility  and  authority  to  HUD  clients  and 
employess  through  this  reinvention  process,  and  we  will  invest  in 
training  and  continued  eduction  in  order  to  create  a  sense  of 
lift  and  promote  career  growth. 

We  accept  the  responsibility  to  do  the  best  we  can  with  the 
resources  available  and  will  reprioritize  internally,  as  our  own 
sense  of  mission  and  reinvention  define  our  priorities. 

This  concludes  my  formal  remarks.   I  would  be  happy  to 
answer  any  questions  you  have.   Thank  you. 
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Mr.  Stokes.  Let  me  just  say  it  is  a  pleasure  to  have  you  appear 
here  before  us.  We  congratulate  you  upon  your  appointment.  You 
have  appeared  over  the  years  before  this  committee  on  other  occa- 
sions and  it  is  a  pleasure  to  welcome  you  back  here  in  your  current 
capacity. 

The  total  request  for  administration  of  the  Department  in  fiscal 
year  1994  is  $922  million,  an  increase  of  $22  million  above  1993. 
Staff  years  decrease  by  220  from  12,549  in  1993  to  12,329  in  1994. 
As  I  indicated  at  the  opening  session,  managing  with  fewer  employ- 
ees will  be  very  difficult. 

FIELD  STRUCTURE 

Have  you  given  any  consideration  to  reorganizing  the  field  struc- 
ture, and  if  so,  explain  that  to  us? 

Mr.  DuvERNAY.  Thank  you,  Mr.  Chairman. 

We  have  taken  a  look  at  the  question  of  reorganizing  the  field 
structure,  and  what  we  have  decided  at  this  point  is  make  changes 
in  the  structure  as  it  exists,  to  make  it  more  responsive  to  the  dele- 
gations of  authority  from  the  Secretary's  office  and  to  make  it 
work  in  conjunction  with  helping  the  Program  Assistant  Secretar- 
ies better  administer  their  programs. 

We  have  at  this  point  decided  not  to  have  a  reorganization  of  the 
field  as  that  would  have  to  do  with  reductions  of  field  location  of- 
fices. 

NAPA  STUDY 

Mr.  Stokes.  The  1993  Appropriations  Act  earmarked  $1  million 
of  research  and  technology  funds  for  a  study  by  the  National  Acad- 
emy of  Public  Administration  on  HUD  staffing  and  human  re- 
source management  and  requirements.  Has  the  Department  talked 
to  NAPA  regarding  the  timing  of  this  study? 

Mr.  DuvERNAY.  Yes  we  have,  Mr.  Chairman.  We  have  been  meet- 
ing with  NAPA  and,  in  fact,  on  April  16th  of  this  month  signed  a 
contract  with  NAPA  to  move  forward.  We  look  forward  to  that 
study  to  work  on  some  of  the  concerns  we  have  about  staffing 
issues,  particularly  the  regional  issue  that  you  mentioned,  the  re- 
gional organization. 

Mr.  Stokes.  In  your  formal  statement,  you  indicated  that  HUD 
will  "Entrust  more  responsibility  and  authority  to  HUD  clients  and 
employees  through  this  reinvention  process." 

What  does  the  part  about  entrusting  more  responsibility  to  cli- 
ents mean?  We  are  not  unaware  of  the  problems  in  the  coinsurance 
program,  where  responsibilities  were  delegated. 

Mr.  DuvERNAY.  We  are  not  also.  What  we  mean  by  entrust  more 
responsibility  tracks  back  to  statements  that  the  Secretary  made  to 
you  today  and  yesterday  about  working  with  a  demonstration 
where  we  help  with  finance  agencies.  States  that  have  proven 
track  records  also  have  a  public  purpose  and  have  a  reason  to  be 
more  concerned  about  the  outcome  of  what  they  are  doing. 

The  kinds  of  partnerships,  those  are  the  kinds  of  partnerships 
that  we  mean  in  that  way,  not  finding  our  way  back  in  the  same 
situation  that  happened  with  coinsurance.  They  would  be  a  differ- 
ent type  of  client. 
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OFFICE  OF  FEDERAL  HOUSING  ENTERPRISE  OVERSIGHT 

Mr.  Stokes.  The  President  has  selected  Aida  Alvarez  to  be  the 
first  Director  of  the  Office  of  Federal  Housing  Enterprise  Over- 
sight. Will  there  be  any  attempt  to  begin  staffing  the  office  prior  to 
Ms.  Alvarez  being  sworn  in  as  director? 

Mr.  DuvERNAY.  Yes,  there  will.  We  would  hope  now  that  Aida 
Alvarez  has  been  designated  to  take  over  that  office  we  can  move 
forward.  There  would  be  an  attempt  to  fully  staff  the  supervisory 
positions  that  are  part  of  the  office  of  Federal  Housing  Enterprise 
Oversight  and  to  move  forward  immediately  on  having  that  happen 
with  an  intent  to  be  fully  staffed  by  the  end  of  this  fiscal  year. 

Mr.  Stokes.  Okay. 

Mr.  Duvernay.  Those  30  staff  will  be  paid  for  through  assess- 
ments from  Fannie  Mae  and  Freddie  Mac. 

Mr.  Stokes.  The  1994  budget  request  for  the  Office  of  Federal 
Housing  Enterprise  Oversight  is  $5,742,000.  This  is  an  increase  of 
$2.7  million  above  the  1993  level. 

How  was  the  dollar  amount  of  the  1994  request  determined? 

Mr.  Duvernay.  I  will  ask  Herb  to  answer  this. 

Mr.  Persil.  Essentially,  Mr.  Chairman,  that  represents  the  full 
year  costs  for  that  operation  during  1994.  The  $3  million  that  we 
have  set  aside  out  of  the  assessments  would  provide  for  approxi- 
mately 15  FTEs.  That  would  reach  30  by  the  end  of  the  year  so  the 
amount  in  1994  is  essentially  the  full-year  cost. 

Mr.  Stokes.  How  much  independence  will  the  director  of  this 
office  have  in  determining  future  budget  requests? 

Mr.  Duvernay.  By  law,  that  Director  has  a  considerable  amount 
of  independence,  which  we  will  recognize. 

Mr.  Stokes.  The  legislation  provided  that  officers  and  employees 
of  the  office  may  be  paid  without  regard  to  Federal  provisions  re- 
lating to  classification  and  general  schedule  pay  rates.  Has  any 
consideration  been  given  as  to  how  the  pay  schedule  for  officers 
and  employees  of  this  office  will  be  determined? 

Mr.  Duvernay.  There  has  been  some  consideration  given.  I  can 
get  back  to  you  on  what  the  details  and  information  of  our  work  to 
this  point  are,  but,  yes,  there  has  been  consideration  given  to  that. 

Mr.  Stokes.  Okay. 

[The  information  follows:] 

Pay  Schedule  for  Office  of  Federal  Housing  Enterprise  and  Oversight 

The  Department  is  seeking  an  independent  contractor  to  perform  a  comparability 
study  on  the  pay  schedule  for  the  staff  of  the  Office  of  Federal  Housing  Enterprise 
Oversight  (OFHEO).  On  May  21,  1993,  a  Request  for  Quotation  was  issued  and  pro- 
posals were  due  to  the  Department  by  Wednesday,  June  2,  1993.  The  firm  selected 
to  perform  the  study  must  report  its  findings  to  the  Director  of  the  OFHEO  2  weeks 
after  issuance  of  the  contract.  The  Director  will  then  review  and  discuss  the  find- 
ings with  the  Secretary  and  Deputy  Secretary  and  a  determination  will  then  be 
made. 

Mr.  Stokes.  That  is  the  end  of  the  questions  for  salaries  and  ex- 
penses, except  for  the  Office  of  Inspector  General.  I  recognize  that 
changes  will  be  made  in  1994  and  possibly  in  1993. 

The  subcommittee  appreciates  the  requirement  for  discretion  in 
reorganizing  the  Department.  I  would  remind  you  of  the  need  to 
follow  the  committee's  established  reprogramming  procedures. 
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Mr.  DuvERNAY.  Yes  we  will. 

Mr.  Stokes.  We  appreciate  your  acknowledgment  of  that.  That 
concludes  our  questions  for  your  group. 
Mr.  DuvERNAY.  Thank  you  very  much. 
Mr.  Stokes.  We  appreciate  your  appearance  very  much. 
Mr.  DuvERNAY.  We  appreciate  your  letting  us  be  here. 


Tuesday,  April  27,  1993. 
OFFICE  OF  THE  INSPECTOR  GENERAL 
WITNESSES 

JOHN  J.  CONNORS,  DEPUTY  INSPECTOR  GENERAL 

JOHN  H.  GREER,  ASSISTANT  INSPECTOR  GENERAL  FOR  AUDIT 

SEBASTIAN  R.  LORIGO,  DEPUTY  ASSISTANT  INSPECTOR  GENERAL  FOR 
INVESTIGATION 

JACQULYN  K.  HOWARD,  ASSISTANT  INSPECTOR  GENERAL  FOR  MANAGE- 
MENT POLICY 

HENRY  G.  CISNEROS,  SECRETARY,  U.S.  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

TERRENCE  R.  DUVERNAY,  DEPUTY  SECRETARY 

HERBERT  G.  PERSIL,  DEPARTMENTAL  BUDGET  OFFICER 

General  Statement 

Mr.  Stokes.  Our  next  group  will  be  the  Office  of  the  Inspector 
General.  Our  next  witness  is  Mr.  John  J.  Connors,  Deputy  Inspec- 
tor General.  We  will  place  your  entire  statement  in  the  record,  Mr. 
Connors,  and  if  you  care  to  make  any  additional  comments,  please 
proceed. 

Mr.  Connors.  No,  Mr.  Chairman.  I  think  my  statement  is  com- 
plete and  summarizes  our  office  and  funding  needs  for  fiscal  year 
1994. 

[The  Inspector  General's  statement  follows:] 
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statement  of 

John  Connors 

Deputy  Inspector  General 

Before  the  Subcommittee  on  VA,  HUD,  and  Independent  Agencies  of 

the  House  Committee  on  Appropriations 

April  1993 

I  cun  pleased  to  appear  before  you  today  to  discuss  our  1994 
Budget  Proposal. 

The  Budget  request  of  $46.3  million,  together  with 
$.5  million  in  Other  Transfers,  provides  for  a  total  1994  Budget 
request  of  $46.8  million  for  the  Office  of  Inspector  General. 
This  is  a  $179  thousand  increase  over  our  1993  appropriated 
Budget  of  $46.7  million.   The  proposed  1994  staffing  level  is  541 
full-time  equivalent  (FTE)  employees.   This  reflects  a  decrease 
of  9  FTE  under  our  current  estimate  of  550  FTE.  . 


Over  the  past  few  years,  our  Office  has  conducted  numerous 
audits  and  investigations  of  HUD  programs  and  operations.   The 
results  of  these  efforts  have  led  to  increased  awareness  by  the 
Congress,  media  and  HUD  management  of  the  serious  problems  it 
faces  in  delivering  programs  effectively  and  efficiently.   The 
challenges  facing  Secretary  Cisneros  are  formidable.   For 
example,  our  assessments  indicate  that  staffing  constraints, 
inadequate  data  systems  and  management  controls  have  adversely 
impacted  on  HUD's  ability  to  keep  pace  with  technology, 
information,  and  monitoring  requirements  necessary  to  run  a  large 
business  effectively. 

While  some  improvements  occurred  over  the  past  few  years, 
especially  in  the  areas  of  ethics  reform,  much  remains  to  be 
accomplished.   It  is  essential  to  upgrade  and  integrate  data 
systems,  and  install  management  controls  and  accountability. 
HUD'S  progreons  are  at  risk  and  scarce  tax  dollars  are  subject  to 
inefficient  use  until  systems  are  fully  integrated,  sound 
management  controls  are  in  place  throughout  the  Department,  and 
decisions  based  on  risk  analyses  are  routine  ways  of  doing 
business . 

We  urge  Congress  to  continue  its  oversight  of  HUD  and  to 
ensure  that  sufficient  resources  are  appropriated  to  avoid  a 
repeat  of  the  problems  of  the  1980 's.   To  assist  the  Congress  in 
its  oversight  role,  as  well  as  provide  advice  and  recommendations 
to  Secretary  Cisneros  and  his  team,  we  will  continue  our 
independent  and  objective  assessments  of  the  Department's 
programs  and  operations.   At  the  same  time,  we  will  also  continue 
to  fully  support  the  Secretary,  Deputy  Secretary,  and  Chief 
Financial  Officer  with  technical  assistance  and  guidance  in  the 
areas  of  risk  analysis,  management  control,  and  the  development 
of  realistic  performance  measurements. 
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We  are  impressed  with  the  attention  being  devoted  to  achieve 
management  reform  at  HUD.   However,  this  is  not  the  first  time 
we've  been  optimistic.   The  Secretary  has  a  formidable  task  as 
HUD  has  serious  problems.   Setting  it  on  a  straight  course  cannot 
be  done  overnight,  nor  can  it  be  done  without  sufficient 
resources.   One  positive  note  is  the  commitment  to  spend,  over 
the  next  5  years,  $100  million  for  reliable  financial  systems. 
This  will  go  a  long  way  in  reinventing  HUD. 
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Mr.  Stokes.  Did  you  care  to  identify  for  the  record  any  associates 
you  have  with  you? 

Mr.  Connors.  Yes. 

To  my  left  is  Jackie  Howard,  who  is  the  Assistant  Inspector  Gen- 
eral for  the  Office  of  Management  and  Policy.  I  also  have  Chris 
Greer,  who  is  the  Assistant  Inspector  General  for  Audit;  and  Ben 
Lorigo,  the  Deputy  Assistant  Inspector  General  for  Investigation. 

I  would  also  like  to  take  this  opportunity  to  introduce  Susan 
Gaffney,  who  has  been  nominated  to  be  the  Inspector  General  at 
HUD. 

Mr.  Stokes.  It  is  a  pleasure  to  have  you  all  here  and  we  welcome 
you  before  this  subcommittee. 

STAFF  REDUCTIONS 

Mr.  Inspector  General,  you  are  requesting  $46.3  million  and  541 
FTE  in  1994  for  the  Office  of  Inspector  General.  This  is  an  increase 
of  $179,000  above  1993  and  a  decrease  of  nine  FTE.  The  proposed 
reduction  of  nine  FTEs  is  a  net  figure  consisting  of  a  reduction  of 
ten  in  headquarters  offset  by  an  increase  of  one  in  the  field. 

What  accounts  for  this  shift  of  staff  from  headquarters  to  the 
field?  The  subcommittee  has  generally  urged  the  Department  to  de- 
crease headquarters  employment  and  increase  field  employment, 
but  the  Department  generally  does  just  the  opposite. 

Mr.  Connors.  Maybe  we  are  trying  to  get  ahead  of  the  curve. 
What  we  are  currently  looking  at  in  headquarters  is  relooking  our 
mission.  Similar  to  Secretary  Cisneros  on  reinventing  HUD,  an 
effort  I  had  undertaken  last  fall  was  to  relook  the  mission  of  the 
Inspector  General  and  what  we  were  exactly  doing  functionally. 

The  majority  of  all  our  work  is  done  in  the  field  audits  and  inves- 
tigations and  headquarters  is  more  of  an  overhead  function  for  our 
office.  What  we  are  anticipating  over  the  next  couple  of  years,  is 
projecting  out  additional  cuts  per  the  executive  order,  and  to  main- 
tain that  staffing  in  the  Field  and  take  those  cuts  in  Headquarters. 
We  have  to  look  at  that  carefully  and  make  the  appropriate  adjust- 
ments. 

REORGANIZATION  AND  REINVENTING  HUD 

Mr.  Stokes.  Is  the  OIG  planning  any  changes  to  its  organization 
in  the  reinventing  HUD  effort? 

Mr.  Connors.  Changes  to  the  HUD  Office  of  Inspector  General 
itself? 

Mr.  Stokes.  Yes. 

Mr.  Connors.  Well,  I  think  we  are  supporting  the  reinventing 
HUD  effort.  For  example,  we  have  offered  up  a  person  to  serve  on 
the  review  that  is  being  done  in-house  to  look  at,  say,  the  adminis- 
trative function,  cross-cutting  functions  of  the  Department. 

There  is  also  going  to  be  a  policy  function.  We  believe  that  it  is 
appropriate  to  serve  as  management  consultants  in  this  area  and 
we  have  done  similar  efforts  in  the  past  with  the  Department.  We 
will  provide  staff  assistance  within  the  IG  itself,  again  by  relooking 
our  mission. 

For  example,  one  of  the  things  we  have  done  in  the  past  is  come 
out  with  awareness  publications.  These  publications  were  intended 
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to  assist  public  housing  agencies,  grantees  in  administering  their 
programs.  They  would  identify  red  flags  or  fraud  indicators  and 
techniques  for  coming  up  with  them  and  maybe  how  to  address 
that  problem. 

We  are  looking  to  see  if  that  is  still  an  appropriate  function  for 
our  office. 

As  far  as  a  major  reorganization,  I  don't  believe  there  is  any  in- 
tended. I  am  certainly  not  intending  any.  We  will  have  to  wait  for 
my  new  boss,  but  I  don't  think  she  is. 

Mr.  Stokes.  All  right. 

NON-COMPLIANCE  WITH  FMFI  ACT 

The  most  recent  audit  of  HUD's  financial  statements  indicates 
that  HUD  is  still  not  in  compliance  with  Sections  2  and  4  of  the 
Federal  Managers'  Financial  Integrity  Act.  Section  2  requires  that 
an  agency's  internal  controls  provide  reasonable  insurance  that  ob- 
ligations and  costs  are  in  compliance  with  applicable  laws;  that 
funds,  property,  and  assets  are  adequately  safeguarded;  and  that 
revenues  and  expenditures  are  properly  and  reliably  accounted  for 
and  reported. 

Section  4  requires  that  accounting  systems  conform  to  the  ac- 
counting principles  and  standards  mandated  by  GAO.  When  do  you 
estimate  that  HUD  will  be  able  to  be  certified  in  compliance  with 
Sections  2  and  4,  and  what  dates  really  for  each  section,  if  you 
have  them? 

Mr.  Connors.  I  don't  have  any  dates  that  I  could  furnish  at  this 
time  nor  am  I  optimistic  that  they  will  achieve  compliance  in  the 
short  term.  The  Secretary  mentioned  yesterday  and  I  think  our 
semiannual  reports  to  the  Congress  have  accurately  summarized  a 
number  of  problems  at  HUD. 

There  is  a  number  of — there  are  three  systemic  problems  that  we 
have  reported.  One  of  them  is  in  the  control  environment  area.  The 
other  of  which  was  discussed  at  some  length  yesterday  had  to  do 
with  integrated  systems.  I  think  the  solution  to  both  those  prob- 
lems are  key  to  achieving  compliance  of  Sections  2  and  4. 

Mr.  Stokes.  Will  the  resources  requested  by  HUD  in  1994  and 
planned  for  the  outyears  permit  it  to  achieve  compliance  on  the 
schedule  you  just  outlined? 

Mr.  Connors.  I  believe  it  will  be  difficult.  I  think  it  is  part  of  the 
reinventing  of  HUD.  You  know,  one  thing,  and  I  mention  this  in 
my  statement,  as  an  organization,  we  are  somewhat  heartened  by 
the  commitment  of  that  $100  million  to  financial  systems  upgrades. 

What  our  office  has  testified  to  in  the  past  is  that  HUD  can  im- 
plement some  concepts  such  as  risk-based  monitoring  that  could 
free  up  some  resources  with  the  implementation  of  accurate  and 
timely  data  systems,  the  integration  of  financial  data,  that  then 
makes  things  such  as  remote  monitoring  possible  and  you  know  we 
can  save  resources  in  that  regard  but  until  that  time,  no,  I  don't 
think  you  will  see  compliance  with  the  current  staffing  that  is 
being  proposed. 
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SUPPORT  FROM  HUD  STAFF 


Mr.  Stokes.  The  subcommittee  has  used  a  number  of  IG  reports 
in  preparation  for  these  hearings.  Questions  raised  by  those  records 
were  addressed  as  we  proceeded  through  the  hearings. 

Mr.  Connors,  in  your  judgment,  are  you  getting  good  support 
from  the  new  Secretary  and  the  other  HUD  managers  in  your 
work  within  the  agency? 

Mr.  Connors.  Yes  sir. 

Mr.  Stokes.  That  concludes  our  questions  for  the  Inspector  Gen- 
eral. We  appreciate  your  appearance. 

Mr.  Connors.  Thank  you  very  much. 

Mr.  Stokes.  Thank  you. 


Tuesday,  April  27,  1993. 

INTERAGENCY  COUNCIL  ON  THE  HOMELESS 

WITNESSES 

GEORGE  A.  FERGUSON,  DEPUTY  DIRECTOR 

HERBERT  G.  PERSIL,  DEPARTMENTAL  BUDGET  OFFICER 

Mr.  Stokes.  The  Interagency  Council  on  Homeless.  We  recognize 
at  this  time  Mr.  George  A.  Ferguson,  Deputy  Director  of  the  Inter- 
agency Council  on  the  Homeless. 

Mr.  Ferguson,  we  will  place  your  entire  statement  in  the  record 
at  this  point.  We  will  at  this  time  recognize  you  for  any  additional 
remarks  you  may  have  regarding  your  statement  or  the  introduc- 
tion of  any  persons  who  accompany  you. 

[The  statement  follows:] 
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STATEMENT  OF  GEORGE  A.  FERGUSON 

DEPUTY  DIRECTOR,  INTERAGENCY  COUNCIL  ON  THE  HOMELESS 

BEFORE  THE  SUBCOMMITTEE  ON  VA,  HUD,  AND  INDEPENDENT  AGENCIES 

OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 

APRIL  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the 
fiscal  year  1994  Budget  request  for  the  Interagency  Council  on 
the  Homeless. 

Homelessness  remains  one  of  the  toughest  problems  facing 
this  country.   Although  public  and  private  agencies  and 
volunteers  operate  numerous  programs  that  provide  sorely  needed 
assistance,  much  work  remains  to  be  done. 

BACKGROUND 

The  Interagency  Council,  which  was  established  in  1987 
under  the  Stewart  B.  McKinney  Homeless  Assistance  Act,  is 
comprised  of  the  heads  of  17  Federal  agencies  that  have  programs 
or  authorities  that  can  be  used  to  assist  homeless  people. 
Currently,  we  have  a  staff  of  ten  in  Washington,  and  we  are 
assisted  by  ten  full-time  Regional  Coordinators  who  have  been 
detailed  to  the  Council  by  HUD.   The  Housing  and  Community 
Development  Act  of  1992  reauthorized  the  Council  through  fiscal 
year  1994. 

The  Council  can  serve  an  important  role  in  bringing 
together  Federal  agencies  to  coordinate  diverse  policies, 
programs,  and  issues  for  various  homeless  populations.   It 
brings  together  Cabinet-level  officials  and  senior  staff  from 
the  member  agencies  to  identify  opportunities  for  Improving 
delivery  of  programs  and  services.   The  Council  can  also  serve 
as  a  central  resource  for  essential  information  for 
organizations  serving  homeless  people. 

RECENT  ACTIVITIES 

Recent  activities  of  the  Council  include: 

o    development  and  distribution  of  numerous  publications 
to  assist  State  and  local  governments  and  homeless 
providers; 
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o    sponsorship  of  six  regional  technicetl  aRsirStance 
workshops  over  the  past  year  to  provide  up-to-date 
information  on  Federal  programs  and  an  opportunity  for 
service  providers  to  shetre  information  on  workable 
homeless  assistance  strategies; 

o    continuation  of  our  work  with  the  General  Services 

Administration  to  transfer  surplus  food  to  nonprofit 
organizations  serving  the  homeless; 

o    recognition  of  26  nonprofit  organizations  that  offer 
comprehensive,  integrated  services  leading  to  greater 
self  sufficiency  for  homeless  individuals  or  families. 
These  •Community  Service  Excellence  Awards'  are 
intended  to  serve  as  models  for  other  providers; 

o    identification  of  additional  activities  to  implement 
the  goals  and  objectives  of  the  Council's 
comprehensive  "Federal  Plan',  which  provides  a 
framework  for  individual  and  joint  agency  efforts. 
Agencies  report  on  their  progress  each  quarter;  and, 

o    establishment  of  working  groups  to  investigate 
additional  ways  to  Improve  services  to  homeless 
families  and  individuals. 

Our  1S92  Annual  Report  to  the  President  and  Congress 
contains  additional  infomation  on  these  and  other  recent 
activities. 

1994  BUDGET  REQUEST 

The  Council  is  requesting  $910,000  for  1994  to  support  its 
operations  in  accordance  with  the  mandate  in  the  McKinney  Act. 
Our  Budget  request  will  continue  to  support  ten  staff  positions 
in  Washington.   In  addition,  HUD  plans  to  continue  providing  the 
ten  full-time  Field  support  staff  on  a  non-reimbursable  basis. 

The  first  meeting  of  the  Council  during  the  Clinton 
Administration  is  scheduled  for  May.   The  new  Council  members 
will  establish  a  short-  and  long-term  agenda,  review  the  Federal 
Plan  and  other  ongoing  projects,  and  identify  new  directions  and 
priorities,  includingt 

o    making  the  Council  a  more  effective  and  proactive 
advocate  within  the  Federal  Government  for  homeless 

people  and  the  nonprofit  agencies  that  provide 

services  to  them?  _^ — - 

o    conducting  a  thorough  review  of  the  existing  program 

structure  and  proposing  administrative  and  legislative 
changes  where  they  are  warranted; 
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o  identifying  gaps   in  the  current   continuum  of   care   as 

well  as   additional  opportunities    for   integrating 
systems,    improving  targeted  homeless    assistance 
resources,    and    increasing   access    to  mainstream  Federal 
low-income  assistance  programs; 

o  working  closely  with  State   and    local    governments   to 

share  models   of   effective    interagency  program 
coordination   and   increase   their   capacity   to   develop 
effective   local    solutions;    and 

o  redesigning  our   workshops   to  enhance   the   level   of 

technical   assistance  and   substantive   interaction  among 
the  participants. 

We   look   forward  to   a   productive  year    in   serving  as    the 
central   Federal  resource   on  homelessness    issues. 
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General  Statement 

Mr.  Ferguson.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  appear  again  before  this  committee  to  discuss  our 
fiscal  year  1994  budget  request.  We  are  asking  for  $910,000  to  con- 
tinue the  operations  of  the  Interagency  Council  on  the  Homeless.  I 
will  let  my  statement  speak  for  itself. 

I  would  like  to  highlight  the  fact  that  additional  details  are  con- 
tained in  our  most  recent  report  to  the  President  and  Congress,  a 
copy  of  which  I  have  here  if  you  would  like  one  for  the  record. 

I  have  with  me  also  a  sample  of  one  of  our  most  popular  publica- 
tions, a  guide  to  Federal  Programs  for  the  Homeless.  We  look  for- 
ward to  working  with  the  council  members  who  are  representatives 
of  the  new  administration.  We  believe  we  continue  to  provide  an 
essential  vehicle  for  coordinating  Federal  policies  for  homeless 
people. 

Mr.  Stokes.  Thank  you  very  much,  Mr.  Ferguson. 

AFFECT  OF  FTE  REDUCTION 

The  Interagency  Council  on  the  Homeless  is  requesting  $910,000 
in  1994,  an  increase  of  $10,000  above  1993.  Staff  years  for  1994  are 
estimated  at  10,  a  decrease  of  two  below  1993. 

Tell  us,  Mr.  Ferguson,  what  activities  Will  be  cut  back  by  the  re- 
duction of  two  FTE? 

Mr.  Ferguson.  The  overall  reduction  reflects  actual  appropria- 
tions for  1993.  Our  funding  went  from  $1.1  million  in  fiscal  year 
1992  to  $900,000  for  fiscal  year  1993.  We  have  made  adjustments 
from  our  original  1993  estimates  to  reflect  the  reduced  actual  ap- 
propriations for  1993. 

Mr.  Stokes.  The  question  is  what  activities  will  be  cut  back? 

Mr.  Ferguson.  We  basically  will  lose  one  support  staff  person  in 
the  office  and  also  one  program  analyst.  Basically  those  people  pro- 
vided additional  support.  We  fully  intend  with  the  help  of  some  of 
our  member  agencies  who  are  providing  both  cash  and  other  kinds 
of  support  to  be  able  to  carry  out  roughly  the  same  level  of  activi- 
ties as  we  were  able  to  conduct  in  1993. 

For  example,  we  have  had  support  from  FEMA  in  printing  our 
Federal  programs  guide  which  helps  our  budget  a  little  bit.  So  we 
are  not  anticipating  a  significant  reduction  in  the  capacity  of  the 
Council  to  perform. 

Mr.  Stokes.  How  many  staff  are  currently  on  board? 

Mr.  Ferguson.  As  of  this  date,  nine  people. 

surplus  food  supply 

Mr.  Stokes.  On  page  N-3  of  the  justification  is  mention  of  con- 
tinuing work  with  GSA  to  make  surplus  food  available  to  organiza- 
tions serving  the  homeless.  Was  all  of  this  surplus  food  available 
from  the  military? 

Mr.  Ferguson.  Yes,  sir,  it  was. 

Mr.  Stokes.  All  of  it  was. 

What  do  you  estimate  to  be  the  value  of  the  surplus  food  distrib- 
uted in  1992? 

Mr.  Ferguson.  I  can  say  from  July  of  1991  through  February  of 
1992,  under  Operation  Desert  Share,  we  received  approximately 
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$120  million  worth  of  surplus  food  from  the  Persian  Gulf  oper- 
ations. In  September  of  1992,  we  began  receiving  additional  food 
from  other  military  locations.  From  September  of  1992  through 
February  of  1993,  we  have  received  another  $11  million  worth  of 
food. 

I  don't  have  the  total  figure  for  1992  because  that  blends  two  of 
the  programs. 

Mr.  Stokes.  Was  the  food  distributed  evenly  throughout  the 
country? 

Mr.  Ferguson.  Yes.  We  selected  the  Second  Harvest  National 
Food  Bank  Network  because  they  have  a  fair  share  allocation 
system  among  their  members.  They  have  nearly  200  regional  food 
banks  that  are  members  and  they  have  detailed  tracking  of  the 
food  that  goes  to  those  organizations.  That  is  one  of  the  reasons  we 
chose  them,  to  make  sure  there  was  fair  share  distribution. 

IMPACT  OF  COUNCIL  ON  HOMELESSNESS 

Mr.  Stokes.  Just  as  an  addendum  question,  are  we  making  any 
real  impact  in  terms  of  the  homeless? 

Mr.  Ferguson.  We  think  we  are.  It  is  difficult  to  measure.  Some 
people  are  successfully  moved  out  of  homelessness.  Unfortunately 
others  move  in.  It  is  a  very  fluid  situation.  The  economy  is  a  major 
factor.  Issues  such  as  drug  abuse  and  alcohol  abuse  and  AIDS  have 
made  a  major  impact. 

It  is  hard  to  control  the  flow  into  homelessness.  We  do  have  re- 
ports from  the  member  agencies  that  are  operating  McKinney  pro- 
grams that  they  are  effective  and  they  are  working,  but  unfortu- 
nately sometimes  the  stream  is  still  continuing. 

Mr.  Stokes.  You  notice,  as  I  have,  I  guess  when  we  first  saw  ho- 
melessness developing  some  years  ago,  we  would  see  mostly  males 
on  the  streets,  sometimes  females,  on  grates,  in  the  doorways.  Now 
it  is  not  uncommon  to  see  whole  families  on  the  street,  mother, 
father,  children.  Has  that  been  your  observation? 

Mr.  Ferguson.  We  get  anecdotal  reports  in  some  cities  that 
there  has  been  an  increase  in  family  homelessness  mainly  because 
of  the  economy  and  pressures  due  to  lack  of  jobs  or  stresses  in  the 
family  that  may  create  domestic  violence  situations,  but  the  overall 
data  still  show  that  the  majority  of  homeless  people  are  single  indi- 
viduals, mostly  males  in  late  20s  or  early  30s  homeless  because  of 
alcohol  or  drug  abuse  or  mental  illness. 

The  percentage  of  families  who  are  homeless  is  remaining  stand- 
ard nationwide  at  about  20  to  25  percent  of  the  overall  population. 
Because  of  the  additional  resources  for  families  they  tend  to  get  as- 
sistance quicker  than  single  individuals  do. 

Mr.  Stokes.  I  see.  Thank  you  very  much. 

Mr.  Lewis,  your  timing  is  perfect. 

CARE  FOR  deinstitutionalized  HOMELESS  PERSONS 

Mr.  Lewis.  Mr.  Chairman,  I  really  do  apologize.  There  is  a  bill  on 
the  Senate  side  and  it  was  important. 

Mr.  Ferguson,  your  testimony  was  very  important  to  me.  I 
wanted  to  be  here  for  your  session.  I  am  sorry  I  couldn't. 
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If  the  chairman  would  be  kind  enough  to  let  me  just  comment,  I, 
too,  have  watched  this  development  in  our  society  over  time  with 
great  concern  and  consternation  and  a  lot  more  questions  than  an- 
swers. 

I  do  remember  very  clearly  how  a  member  of  the  State  Legisla- 
ture sponsored  the  passage  of  a  bill  entitled  Lannerman-Petra- 
Short  which  was  essentially  the  work  of  a  brilliant  older  gentleman 
in  the  House  who  cared  about  people  and  he  focused  specifically 
upon  people  who  had  been  institutionalized. 

His  goal  in  life,  and  much  of  his  legislative  goal  was  to  deinstitu- 
tionalize those  people  with  a  commitment  to  provide  clinics  at  the 
local  level  to  be  responsive  to  their  individual  needs. 

Lannerman-Petra-Short  became  law.  Most  of  the  major  insti- 
tutions in  California  closed  down,  but  we  never  followed  through 
with  the  clinics.  You  can't  expect  people  in  X  condition,  emotional 
instability  or  otherwise,  to  take  their  medication  if  you  don't  have 
a  line  and  channel  of  care. 

It  seems  to  me  that  while  that  breaking  point  spread  across  the 
country  with  many  a  State  doing  the  same  thing  that  may  have 
been  one  of  the  key  beginning  points  and  in  some  ways  we  need  to 
rethink  where  we  have  been,  not  institutionalize  people,  but  rather 
what  kind  of  commitments  did  we  fail  to  follow  through  on  and 
where  did  we  miss  it,  because  it  is  just  criminal  to  see  these  pic- 
tures in  L.A.  of  vans  coming  out  to  pick  up  the  homeless  and 
people  run  away  from  the  vans.  It  is  a  reflection  of  the  worst  of 
what  is  happening  in  our  society. 

The  work  you  are  about  is  very  important.  I  hope  there  are  ways 
we  can  help. 

Mr.  Stokes.  All  right. 

Thank  you.  Mr.  Ferguson,  we  appreciate  your  appearance  here 
and  that  concludes  our  hearings. 

Mr.  Ferguson.  Thank  you. 

[Questions  and  answers  for  the  record  follow:] 
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Mr.  Stokes  *1 

Lead  Abatement  of  Private  Housing 

Question:   "As  you  know,  this  conunittee  instituted  a  lead  abatement  in  a 
private  housing  effort  a  few  years  back  to  address  the  problem  of  lead  in 
private  housing.   My  own  city  of  Cleveland  was  awarded  $3.9  million  under  this 
progrcun. 

It  has  come  to  my  attention  that  release  of  HUD  funds  is  contingent  upon 
the  State  of  Ohio  establishing  a  lead  eibatement  contractor  certification 
progrcun.   There  is  concern  that  the  State  legislature  might  not  enact 
legislation  in  a  timely  fashion,  which  will,  in  effect,  delay  implementation 
of  this  program. 

Can  you  tell  me  what  you  are  doing  to  work  with  the  states  to  ensure 
that  they  move  in  a  timely  manner  on  the  certification  end  so  that  cities  are 
not  penalized  as  might  be  the  case  in  Cleveland?" 

Answer:   The  1992  Appropriations  Act,  P.L.  102-139,  establishing  the 
grant  program  to  States  and  local  governments  for  support  of  abatement 
activities  in  low-and  moderate  income  private  housing,  included  the 
requirement  that  "...  such  grant  fund  shall  be  available  only  for  projects 
conducted  by  contractors  certified  and  workers  trained  through  a  Federally  or 
State-accredited  program  ..." 

At  the  time,  only  one  State,  Massachusetts,  had  an  operating  State 
certification  program,  though  a  few  others  had  started  the  legislative  and 
regulatory  process.   In  order  to  broaden  the  range  of  eligible  applicants, 
HUD '3  NOFA  for  these  grants  invited  all  communities  to  apply,  even  if  they 
were  in  a  State  that  did  not  currently  have  a  certification  program,  provided 
they  accompanied  their  application  with  letters  of  intent  from  the  State 
governor  and  an  appropriate  leader  from  the  State  legislature  pledging  to 
enact  legislation  and  a  working  program.   Communities  with  a  high-ranking 
proposal  and  the  letters  of  intent  would  receive  a  conditional  grant,  subject 
to  the  fulfillment  of  the  pledges.   States  would  have  up  to  twelve  months  to 
pass  legislation  and  up  to  an  additional  six  months  to  establish  the  agency 
and  begin  the  certification  process. 

There  were  over  fifty  applicants,  representing  more  than  twenty  states, 
all  of  whom  provided  the  requested  letters  of  intent.   Of  those  applicants, 
ten  finalists  were  selected  for  negotiation  of  an  award,  eight  of  which  were 
eligible  for  conditional  grants,  including  the  city  of  Cleveland.   We  have  had 
no  indication  from  any  of  them  that  they  would  be  unable  to  meet  the  grace 
period  for  establishment  of  the  certification  progreuns;  one  has  already  done 
so  (Rhode  Island),  and  four  more  are  on  the  verge  (Alcuneda  County,  State  of 
California,  State  of  Maryland,  and  State  of  New  Jersey).   Note  that  each 
conditional  grant  permits  the  draw  down  of  5  percent  of  the  grant  funds  for 
communities  to  assist  their  States  in  preparation  of  legislation,  testimony, 
and  other  actions  to  help  move  the  certification  program  along. 

In  fiscal  year  1993,  the  program  is  continuing  on  the  basis  of  new 

authorizing  legislation Title  X  of  the  Housing  and  Community  Development  Act 

of  1992  (P.L.  102-550)  and  the  1993  Appropriations  Act  (P.L.  102-389).   Both 
of  these  Acts  reasserted  the  requirement  for  contractors,  workers,  and 
inspectors  to  be  certified.   In  addition,  Section  1011  (g)(2)  of  P.L.  102-550 
provided  for  technical  assistance/capacity  building  grants  up  to  $200,000  for 
States  attempting  to  establish  certification  programs. 

The  NOFA  for  both  the  second  round  of  abatement  grants  and  the  special 
technical-assistance  grants  to  States  is  expected  to  be  issued  during  the 
first  week  in  June.   Included  in  the  NOFA  is  an  appendix  developed  jointly  by 
HUD  and  EPA  (which  has  direct  responsibility  for  the  content  and  oversight  of 
certification  programs)  that  gives  a  fairly  detailed  summary  of  the  elements  a 
State  should  address  in  formulating  this  program. 
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Mr.  stokes  #1  (Con't.) 


Finally,  the  provision  of  our  grant  agreements  provides  an  "escape 
hatch"  for  a  deserving  local  government  in  a  State  that  has  pledged  to 
perform,  but  just  doesn't  carry  out  that  pledge  in  the  required  time.   The 
community  may  bring  in  contractors,  workers,  and  inspectors  who  have  been 
certified  in  another  State  to  do  the  work  that  is  to  be  funded  under  the 
conditional  grant.   For  ex2unple,  if  Ohio  could  or  did  not  enact  its  pledged 
legislation  within  twelve  months  from  the  date  of  the  grant  agreement, 
Cleveland  could  then  import  the  needed  certified  personnel  from  Wisconsin, 
Massachusetts,  Maryland,  or  New  Jersey,  assuming  their  programs  were  then  in 
effect. 

HUD  is  in  very  strong  agreement  with  the  need  to  have  certified 
personnel  carry  out  lead  abatement  work,  and  would  have  added  such  a  provision 
to  the  program  even,  if  it  had  not  been  mandated  in  the  legislation.   The 
single  most  hazardous  period  occurs  when  the  lead  is  disturbed  by  the 
abatement  process.   If  done  by  untrained,  uninformed  persons,  the  results  can 
be  toxic  to  the  workmen,  and  it  can  leave  the  dwelling  and  the  neeurby 
environment  substantially  more  hazardous  than  before. 
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Mr.  Stokes  #2 

Lead  Problems  in  Cleveland,  Ohio 

Question:   Last  fall,  after  a  series  of  reports  about  the  tremendous 
lead  problems  in  the  city  of  Cleveland  and  high  lead  poisoning  in  children,  I 
requested  the  former  Secretary,  Jack  Kemp,  to  have  someone  investigate  this 
matter.   He  sent  a  team  out  there  to  review  the  situation.   The  outcome  of 
this  effort  resulted  in  a  lead-based  paint  plan  of  action  for  the  Cleveland 
Metropolitan  Housing  Authority  (CMHA),  which  will  be  monitored  by  the 
Cleveland  HUD  office. 

I  wonder  how  many  other  cities  like  Cleveland  are  experiencing  this 
problem  but  have  not  formalized  action  plans  with  HUD,  either  locally  or 
regionally.   Can  you  comment  on  this? 

Answer:   Title  X  of  the  Housing  and  Community  Development  Act  of  1992 
requires  that  each  CDBG  community  must  add  a  new  element  to  their  annual 
Comprehensive  Housing  Af fordability  Strategy  (CHAS)  that  surveys  the  lead 
problem  for  the  whole  community  and  proposes  a  1-year  and  5 -year  action  plan. 
Public  housing  will  be  a  part  of  that  review  and  plan.   HUD's  Public  Housing 
staff  will  use  that  new  tool  to  assure  that  Comprehensive  Modernization 
funding  for  lead  abatement  is  tied  to  the  overall  community  action  plan.   When 
the  plans  are  filed  this  fall,  the  Department  will  have  a  more  comprehensive 
view  of  the  lead-hazard  problems  across  the  country. 

Question:   Do  you  have  adequate  staff  to  oversee  the  lead  activities, 
especially  in  light  of  the  increase  in  the  lead  program  activities? 

Answer:   HUD's  proposed  Salaries  and  Expense  Budget  for  fiscal  year  1994 
calls  for  a  two  person  increase  in  the  Office  of  Lead-Based  Paint  Abatement 
and  Poisoning  Prevention  (OLBPAPP)  to  meet  particular,  critical  needs.   This 
will  result  in  23  full-time  positions  to  oversee  lead  activities.   The  Lead 
Office  is  one  of  only  two  HUD  organizational  elements  for  which  a  staffing 
increase  in  being  proposed  for  1994  (the  other  being  GNMA) .   All  other 
elements  are  being  reduced  as  part  of  the  President's  initiative  to  reduce 
Federal  staffing. 

The  Department  will  continue  to  look  for  ways  to  manage  its  lead 
activities  effectively  within  available  staffing  resources,  both  at 
Headquarters  and  in  the  Field.   One  excimple,  involving  Field  operations,  is 
whether  a  training  progreim  using  EPA's  regional  lead-training  centers  could 
help  bring  one  or  two  existing  HUD  staff  in  each  regional  office  up-to-date  on 
the  latest  abatement  technology  and  health  findings. 
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Mr.  Stokes  #3 

AIDS  HOUSING  OPPORTONITIES  ACT 

Question:   The  AIDS  Housing  Opportunities  Act  formula  grants  are  based 
on  the  incidence  of  AIDS  within  metropolitan  statistic  areas  (MSA's)  over 
500,000  in  population  with  a  total  AIDS  caseload  of  over  2,000.   Given  this 
criteria,  ten  additional  HSA's  will  be  eligible  for  this  progrsun  in  FY94 .   The 
President's  Budget  only  provides  for  $2.7  million  dollar  increase  over  last 
year's  allocation  of  $100  million.   Could  you  explain  the  critieria  for  the 
aunount  of  the  proposed  increase  and  your  understanding  of  what  will  happen  to 
the  level  of  fvinding  for  those  cities  already  receiving  FY93  funds? 

Answer:   The  AIDS  Housing  Opportunities  Act  uses  a  formula  for 
allocating  funds  to  qualifying  States  and  the  largest  city  in  eligible 
metropolitam  statistical  eureas.   Metro  areas  with  at  least  1,500  cases  of  AIDS 
and  a  population  of  at  least  500,000  euid  States  with  1,500  cases  of  AIDS 
outside  of  qualifying  metro  areas  are  eligible  to  receive  an  allocation. 

In  inplementing  this  program  in  1994,  the  President's  budget  asked  for 
$102.7  million  for  the  Housing  Opportunities  for  Persons  with  AIDS  (HOPWA) 
program,  reflecting  a  2.7  percent  increase  over  current  funding.   The 
Administration  proposed  this  as  a  reasonable  increase  to  a  program  under  which 
grantees  are  just  beginning  to  expend  funds  availaUsle  from  the  first  2  years 
of  appropriations.   The  1992  formula  allocations  were  announced  on 
July  20,  1992,  for  38  jurisdictions  and  the  1993  formula  allocations  were 
auinounced  on  December  28,  1992,  for  43  jurisdictions.   Greuitees  will  be 
e]q>ending  these  amounts  over  a  3 -year  use  period. 

Part  of  the  solution  in  addressing  the  needs  of  growing  AIDS  caseloads 
in  these  areas,  is  a  faster  use  of  those  available  HOPWA  funds.   To  date,  only 
a  small  percentage  of  available  funds  have  actually  been  expended. 

The  Department  projects  that  nine  additional  States  and  metro  areas  are 
likely  to  qualify  for  a  1994  award.   However,  as  newly  qualifying 
jurisdictions  by  virtue  of  reaching  a  threshold  number  of  cases  of  AIDS,  they 
are  expected  to  receive  a  relatively  small  allocation.  Additionally,  five  of 
these  nine  jurisdictions  were  previously  factored  into  the  award  received  by 
their  State.   In  1994,  they  will  receive  funding  directly  and  the  allocation 
to  their  State  will  be  prc^ortionately  reduced.   With  a  net  inpact  from  only 
four  new  areas  and   with  the  requested  2.7  percent  increase,  the  1994 
allocations  to  current  recipients  should  be  essentially  equal  (within 
5  percent)  to  their  current  level  of  funding. 

Additionally,  the  President  requested  significant  funding  for  other  HUD 
programs  in  1994,  such  a^  the  Supportive  Housing  Program  and   the  Shelter  Plus 
Care  at  just  under  $600  million,  which  also  are  used  to  assist  homeless 
persons  with  AIDS. 
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Mr.  Stokes  /4 

Housing  for  Persons  with  AIDS 

Question:   Why  was  the  decision  made  to  freeze  funding  for  this  [the 
Section  811]  program  and  how  do  you  propose  to  meet  the  housing  needs  of  this 
population  [i.e.  people  with  AIDS]? 

Answer:   The  1994  Budget  was  a  product  of  hard  choices  between  competing 
housing  priorities.   While  it  is  true  that  the  Section  811  funding  request  was 
maintained  at  the  1993  level,  $102.7  million  has  been  requested  under  a 
separate  line  item  for  the  specific  purpose  of  providing  housing  opportunities 
for  persons  with  AIDS.   The  decision  does  not  reflect  a  belief  that  the 
assistance  is  not  needed. 
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Mr.  Stokes  #5 

FAIR  HOUSING 

Question:   Under  existing  regulations.  Community  Planning  and 
Development  cam  deny  Comprehensive  Housing  Af f ordability  Strategy  (CHAS)  plans 
under  the  HOME  and  Block  Greint  Programs  but  not  Fair  Housing  smd  Equal 
Opportunity  (FHEO) .   Are  you  in  favor  of  empowering  FHEO  with  the  same 
authority? 

Answer:   Under  existing  delegations  of  authority,  Regional 
Administrators,  Field  Office  Managers,  and  Deputy  Field  Office  Managers  are 
authorized  to  approve  or  disapprove  CHAS's.   The  Office  of  Community  Planning 
and  Development  is  assigned  lead  responsibility  for  coordinating  the  review  of 
the  CHAS,  preparing  recommendations  on  approval /disapproval,  and  preparing  the 
approval /disapproval  letters.   The  Office  of  Fair  Housing  and  Equal 
Opportunity  is  included  in  the  review  process.   To  the  extent  that  there  are 
disagreements  among  the  various  Offices,  the  Field  Manager  (or  Regional 
Administrator)  is  charged  with  making  the  final  decision.   The  Department  does 
not  plcin  to  extend  the  delegations  of  authority  for  the  CHAS  beyond  what  is 
currently  provided. 
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Mr.  Stokes  #6 

FAIR  HOUSING 

Question:   Under  existing  regulations,  local  government  simply  signs  a 
statement  indicating  they  will  affirmatively  further  the  goals  of  fair 
housing,  with  no  specific  plcin  to  cure  housing  discrimination  within  their 
community.   Do  you  favor  conditioning  Block  Grant  dollars  on  more  specific 
plans  to  carry  out  fair  housing  activities,  i.e.,  testing  progrcuns? 

Answer:   With  respect  to  grantees  that  have  an  entitlement  to  CDBG  funds 
on  an  annual  basis,  it  would  be  appropriate  to  hold  them  to  a  more  specific 
standard  of  affirmatively  furthering  Fair  Housing.   Current  regulations  for 
the  prograun  provide  as  a  "safe  harbor"  the  standard  that  a  community  should 
conduct  an  analysis  to  identify  any  impediments  to  Fair  Housing  that  appear  to 
exist  within  their  jurisdiction,  and  that  specific  actions  should  be  taken  to 
overcome  those  impediments.   The  Department  is  considering  the  issuance  of  a 
rule  change  that  would  establish  this  or  a  similar  standard  as  a  requirement 
(rather  than  simply  as  a  review  stcundard)  for  entitlement  communities.   Such  a 
move  could  possibly  serve  to  improve  Fair  Housing  within  our  major  cities  and 
counties.   It  may  also  be  possible  to  estadDlish  a  comparable  requirement  for 
States.   It  does  not  seem  feasible  to  hold  smaller  communities  to  the  same 
standard  when  they  usually  do  not  receive  funding  under  the  CDBG  program  every 
year. 

Assuming  that  the  Department  amends  the  recfulations  to  require  specific 
Fair  Housing  actions  as  indicated  aubove,  a  grantee  that  failed  to  take  the 
required  actions  could  have  its  grant  withheld  until  it  took  the  required 
actions.   This  could  be  accomplished  either  by  challenging  the  graintee's  next 
certification  and  refusing  to  make  the  grant  until  the  situation  is  resolved, 
or  by  making  the  grant  on  a  conditional  basis  and  reducing  the  grant  amount  if 
the  required  conditions  are  not  met.   HUD  has  followed  this  course  for  other 
program  requirements  with  some  considerable  success. 

Question:   Under  existing  regulations  local  housing  authorities  do  not 
have  to  submit  comprehensive  housing  af fordability  strategies  for  FHEO.   Do 
you  think  it  would  be  good  to  include  local  housing  authorities  in  the  CHAS 
planning  process? 

Answer:   While  it  is  true  that  some  programs  administered  by  local 
housing  authorities  (e.g..  Section  8  and  public  housing  funding)  are  not 
included  in  the  CHAS,  the  CHAS  does  require  that  local  housing  authorities 
participate  in  the  CHAS  development  process.   The  role  of  local  housing 
authorities  is  discussed  in  the  section  on  "Institutional  Structure  cind 
Intergovernmental  Cooperation, "  in  which  the  jurisdiction  must  describe  the 
local  housing  authority's  (and  other  entities')  role  and  responsibilities  in 
carrying  out  the  strategy.   In  addition,  there  is  an  element  which  is  devoted 
solely  to  public  housing,  in  which  the  jurisdiction  must  describe  the  public 
housing  agency' s  plan  to  improve  the  management  and  operation  of  the  public 
housing  units  located  in  the  jurisdiction,  as  well  as  to  improve  the  living 
environment  of  public  housing  residents.   Thus,  these  requirements  ensure  the 
participation  of  local  housing  authorities  in  the  CHAS  process. 
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Mr.  Stokes  #7 


Administrative  Fees 

Question:   From  all  I  have  read  in  the  volumes  of  letters  my  office  and 
the  Committee  has  received,  it  appears  that  the  administrative  fee  is  very- 
important  to  the  housing  authority  operations  and  their  ability  to  hold  things 
together.   The  authorities  tell  me  the  growing  burden  of  unfunded  Federal 
mauidates- -like  mixed  populations  and  family  self  sufficiency- -force  them  to 
rely  on  the  Section  8  administrative  fee  to  cover  costs  of  hiring  new 
personnel  and  other  administrative  expenses  to  make  these  important 
initiatives  of  the  Department  a  reality. 

^parently,  those  in  large  rural  counties  or  those  which  serve  multi- 
county,  rural  areas  appear  to  be  the  hardest  hit .   They  point  out  their  fair 
market  rents  (FMRs)  are  lower  than  urbeun  areas,  but  their  administrative  costs 
for  the  Section  8  program  are  higher  because  of  the  long  distances  their  staff 
must  travel,  time  away  from  the  office,  and  long  distance  calls  related  to 
serving  the  section  tenants  and  the  program  generally. 

Mr.  Secretary,  the  GAO  study  of  1988,  on  which  this  proposed  reduction 
is  based,  took  place  five  years  ago,  before  the  family  self  sufficiency 
program  and  the  mixed  populations  effort  came  into  being.   It  was  limited  to 
70  PHA's  and  its  conclusions,  GAO  admitted  then,  could  not  be  projected  to  the 
universe  of  the  Section  8  program  and  the  3300  PHA's  nationwide.   Indeed,  this 
study  covered  only  5.33  percent  of  all  Section  8  certificates  and  3.5  percent 
of  all  PHA's. 

I  do  not  see  how  the  Department  cam  be  recommending  a  reduction  in  the 
Section  8  administrative  fee  to  PHA's  at  the  same  time  it  is  suggesting 
broader  program  initiatives  and  responsibilities  of  those  same  PHA's,  which 
ineviteibly  entail  additional  administrative  costs.   Would  you  agree  a  more 
comprehensive  survey  of  local  housing  authorities  to  document  their  current 
costs  of  administering  the  Section  8  progrsun  and  new  program  requirements 
ought  to  be  conducted  by  the  Department  before  we  proceed  to  reduce  this  fee? 

Answer:   As  stated  above,  the  proposed  reduction  in  administrative  fees 
was  based  on  a  1988  General  Accounting  Office  (GAO)  study  as  well  as  a  1988 
HUD  Office  of  Policy  Development  and  Research  study  conducted  by  Abt 
Associates.   The  Abt  study  covered  18  large  metropolitan  PHAs  and  the  GAO 
study  included  small  rural  PHAs. 

The  GAO  sampled  70  metropolitan  cind  non-metropolitaui  PHAs  of  various 
sizes  in  nine  HUD  Regions.   GAO  found  that  60  of  70  of  the  PHAs  sampled  had  a 
net  surplus  of  administrative  fees  over  the  3  years  studied.   The  GAO  reported 
that  most  PHAs  had  surpluses  regardless  of  size  or  location. 

The  Department  of  Housing  cind  Urbam  Development  (HUD)  agrees  that 
Section  8  Administrative  Fees  should  be  set  at  a  level  that  is  adequate  to 
cover  PHA  costs  of  administering  the  Section  8  programs.   The  fiscal  year  1994 
Budget  for  the  Section  8  rental  voucher  and  certificate  programs  would  provide 
for  an  ongoing  administrative  fee  of  7.24  percent  of  the  two-bedroom  FMR, 
because  past  studies  have  shown  that  the  current  Section  8  Administrative  Fees 
exceed  actual  costs  incurred  by  many   PHAs . 

The  current  nationwide  average  administrative  fee  is  7.G  percent  of  the 
two-bedroom  FMR.   Use  of  a  single  ongoing  administrative  fee  of  7.24  percent 
for  both  the  rental  voucher  auid  certificate  progreuns  would  greatly  simplify 
the  complicated  blended-rate  fee  structure  now  used  for  these  prograuns . 

The  Department  has  considered  the  impact  of  the  reduced  fees.   The  fee 
reduction  could  potentially  be  made  up  through  new  funding  of  additional 
rental  vouchers  and  certificates  which  bring  with  them  additional  preliminary 
administrative  fees  as  well  as  ongoing  fees;  from  operating  reserves  which 
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Mr.  Stokes  #7  (cont.) 


public  housing  agencies  may  have  saved  over  the  years;  or,  in  the  event  that 
the  7.24  percent  fee  is  too  low  for  some  PHAs,  the  Department  has  the 
authority  to  increase  the  fee  to  reflect  the  higher  costs  of  administering 
small  programs  or  programs  operating  over  large  geographic  areas.   Special 
procedures  for  requests  for  increased  fees  will  be  issued  in  September  1993. 
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Mr.  Chapman  #1 

Focus  on  Rural  Needs 

Question:   I  have  been  following  your  activities  at  the  Department  and 
appreciate  your  regular  letters  to  keep  Members  of  Congress  informed  of  the 
progress  you  are  making  in  "reinventing  HOD."   Your  letter  dated  March  26 
outlined  a  work  session  with  four  areas  of  concentration  all  dealing  with 
urbem  areas.   I  understand  developing  cin  urban  strategy  is  a  major  goal  for 
HUD  and  the  new  Administration  and  I  believe  in  the  importance  and  priority  of 
that  activity.   However,  many  rural  areas  are  extremely  poor  and  economically 
depressed  smd  their  housing  and  development  needs  are  very  significemt  in 
relation  to  the  size  of  their  small  commvinities .   Cem  you  please  outline  some 
of  the  activities  that  are  taUcing  place  at  HUD  to  address  critical  housing  and 
economic  development  needs  of  rural  areas? 

Answer:   HUD  does  not  specifically  target  rural  areas  for  housing  and 
economic  development  assistance,  since  the  Department  of  Agriculture  has 
numerous  progrcims  for  this  purpose.   However,  HUD  takes  precautions  to  assure 
that  rural  communities  get  their  fair  share  of  funding  under  HUD  programs. 
Here  are  just  a  few  illustrations  of  our  efforts: 

o      The  Department  offers  Section  203  (i),  Mortgage  Insurance  for 

Outlying  Area  Properties,  which  provides  mortgage  insurauice  for 
locins  financing  the  purchase  of  single  fsunily  housing  in  rural 
areas.   It  Ceui  also  be  used  to  insure  mortgages  on  farm  housing 
located  on  two  and  one-half  acres  of  land  adjacent  to  an  all- 
weather  road.   The  mortgage  limit  is  75  percent  of  the  Section 
203(b)  limit. 

o      The  Office  of  Multifamily  Housing  is  taking  several  steps  to 

improve  delivery  of  FHA  multifamily  mortgage  insuramce  in  rural 
areas.   Headquarters  is  currently  developing  regulations  to 
implement  the  housing  finance  agency  risk- sharing  pilot  program 
contained  in  the  HCD  Act  of  1992.   The  pilot  program  will  create  a 
partnership  with  housing  fineince  agencies  auid  result  in  a  more 
effective  delivery  of  FHA  insurance  to  meet  the  affordable  housing 
needs  of  localities  both  urbcui  euid  rural.   In  addition,  the 
Department  is  contracting  a  study  to  develop  methods  to  streamline 
the  FHA/MF  application  process  for  small  projects  of  50  units  or 
less.   The  results  of  the  study  will  primarily  benefit  rural  areas 
since  FHA  projects  of  50  units  or  less  are  more  likely  to  be 
located  in  rural  areas . 

o      Section  213 (d)  of  the  Housing  and  Community  Development  Act  of 
1974  stipulates  that  at  least  20  percent  but  not  more  thetn  25 
percent  of  HUD's  fair  share  funding  for  public  and  Indian  housing 
development  cuid  Section  8  programs  be  reserved  for  use  in  non- 
metropolitan  areas. 

o      Community  Plauining  and  Development  programs  are  structured  to 
support  rural  development  projects  through  funds  provided  to 
States.   The  CDBG  program  provides  30  percent  of  its  annual 
appropriation  to  States;  the  HOMB  program  provides  40  percent  of 
its  appropriation,  auid  the  Emergency  Shelter  Greuits  progreun 
provides  over  40  percent  of  its  funds  to  States.   The  States,  in 
turn,  may  fund  small  cities  euid  rural  municipalities  or,  in  some 
cases,  may  fund  nonprofit  organizations  working  in  these 
communities  directly.   Also,  the  1994  Budget  proposes  a  set-aside 
to  assist  the  rural  homeless  within  the  Supportive  Housing 
progreun.   The  Budget  includes  $20  million  for  this  purpose. 
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Mr.  Chapman  tl  (cont.) 

The  Coaprehensive  Iiqproveinent  Assistance  Program  (CIAP)  provides 
financial  assistance  to  PKAs  with  fewer  than  250  luiits,  many  in 
rural  areas,  to  improve  the  physical  condition  and  upgrade  the 
management  and  operation  of  existing  public  housing  developments. 
The  CIAP  has  recently  been  streamlined  to  make  it  easier  for 
smaller  PHAs  to  participate  in  the  program,  and  to  give  smaller 
PHAs  the  same  flexibility  as  larger  PHAs. 

Of  the  $255  million  HDD  requested  be  made  available  to  housing 
authorities  under  the  Connunity  Partnerships  Against  Crime 
(COMPAC)  program  in  fiscal  year  1994,  25  percent  has  been  set 
aside  for  housing  authorities  with  fewer  than  1,250  units,  many  of 
irtiich  tend  to  be  in  non-metropolitan  areas. 

CDBG,  HOME,  and  CIAP  each  have  separate  Indian  Housing  set -asides, 
and  all  of  these  programs  now  will  be  administered  by  HDD's  Office 
of  Indian  Housing.   Indian  housing  is  almost  exclusively  in  rural 
areas. 
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Mr.  Chapman  #2 
Administrative  Fee  Legislative  Changes  and  Rural  Areas 

Question:   In  regard  to  the  proposed  reduction  in  administrative  fees,  I 
am  concerned  specifically  about  the  impact  this  will  have  on  small,  rural 
PHAs.   These  PHAs  have  low  Fair  Market  Rents,  on  which  the  administrative  fee 
is  based,  due  to  the  rural  and  in  many  cases  poor  areas  they  service. 
However,  complicince  with  HUD  administrative  requirements  for  programs  are  the 
same  for  small  PHAs  as  for  large  urban/metro- area  with  high  Fair  Market  Rents. 
In  addition,  some  small  PHAs  are  totally  reliant  on  the  administrative  fee  to 
support  their  operations.   When  exeimining  this  proposal,  did  HUD  look 
specifically  at  the  impact  this  would  have  on  rural  communities?  Please 
comment  on  this. 

Answer:   The  proposed  reduction  in  administrative  fees  was  based  on  a 
1988  HUD  Office  of  Policy  Development  and  Research  study  conducted  by  Abt 
Associates,  and  on  a  1988  General  Accounting  Office  (GAO)  study.   The  Abt 
study  covered  18  large  metropolitan  PHAs  and  the  GAO  study  included  small 
rural  PHAs . 

The  GAO  sampled  70  metropolitan  and   non-metropolitem  PHAs  of  various 
sizes  in  nine  HUD  Regions.   GAO  found  that  60  of  70  of  the  PHAs  sampled  had  a 
net  surplus  of  administrative  fees  over  the  3  years  studied.   The  GAO  reported 
that  most  PHAs  had  surpluses  regardless  of  size  or  location. 

Question:   Is  there  any  way  a  PHA  can  appeal  to  HUD  for  a  higher 
administrative  fee? 

Answer:   Yes.   PHAs  that  administer  small  programs  or  which  operate  over 
broad  geographic  areas  may  request  increased  fees  if  necessary.   HUD  plans  to 
issue  procedures  to  Field  offices  by  September  30,  1993,  for  reviewing  and 
approving  PHA  requests  for  fee  increases . 

Question:   The  Greenville,  Texas  PHA  is  totally  reliant  on  the 
administrative  fee  for  their  operations.   They  have  provided  me  with  an 
analysis  that  demonstrates  their  incibility  to  operate  effectively  with  an  only 
6  percent  administrative  fee.   I  would  like  to  submit  this  example  to  you  for 
the  record  and  would  appreciate  your  counsel  regarding  a  situation  such  as 
this. 

Answer:   Although  the  President's  economic  plein  would  provide  a  phased- 
fee  reduction  to  6  percent  of  the  two-bedroom  fair  market  rent,  the  fiscal 
year  1994  Budget  for  the  Section  8  rental  voucher  and  certificate  programs 
would  provide  an  ongoing  administrative  fee  of  7.24  percent  for  fiscal  year 
1994.   The  7.24  percent  fee  represents  $124,157  in  ongoing  administrative  fees 
for  the  Greenville  Housing  Authority  in  fiscal  year  1994  - -approximately  $5,000 
short  of  its  projected  expenses.   The  $5,000  could  potentially  be  made  up  if 
Greenville  is  successful  in  obtaining  new  funding  of  additional  rental 
vouchers  and  certificates  which  bring  with  them  additional  preliminary 
administrative  fees  as  well  as  ongoing  fees;  from  operating  reserves  which  the 
housing  authority  may  have  saved  over  the  years;  or,  the  housing  authority  may 
request  an  increased  fee  from  HUD,  in  accordance  with  special  procedures  which 
will  be  issued  in  September  for  amy  PHA  fiscal  year  where  there  is  a  projected 
shortfall  of  earned  administrative  fees. 
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SUMMARY  OF  CONSIDERATIONS  FOR  OPPOSING 
REDUCED  SECTION  8  ADMINISTRATIVE  FEES 

I. 

Compliance  with  HUD's  requirements  are  the  same  for  small  Bousing 
Authorities  with  low  Fair  Market  Rents  as  for  lar^e.  metro 
BouslnS  Authorities  with  hl£h  Fair  Market  Rents.   Reduction  of 
Administrative  Fees  will  very  negatively  Impact  small,  rural 
Housing  Authorities  who  have  low  Fair  Market  Rents.   The  Fair 
Market  Rents  are  the  basis  for  Administrative  Fee  calculation. 
The  2-Bedroom  Fair  Market  Rent  for  Hunt  County  is  $402  -  nearby 
Dallas  County's  is  $571. 

MONTHLY  PER  UNIT  ADMINISTRATIVE  FEE 
CURRENT J 

CreenviLLft      Monthly    Ann.     CaLlAft         Monthly  Ann 
$402  X  .0765X  =  $30.75    %36^  $571  X  .0765  =  $43.68   $524 

PROPOSED: 

$402  X  .06     =  $24.12    $289      $751  X  .06   =  $34.26   $4U 

II. 

Greenville  is  funded  for  355  Section  8  units.   The  projected 
annual  administrative  fee: 

CURRENT: 

$402  X  .0765X  X  355  units  X  12  mos  =  $131,007 

PROPOSED: 

$402  X  .06%  X  355  units  X  12  mos  -    $102,751 


$  28,255 


III. 

Current   Personnel    expense    (salaries,    employee  benefits,    employer 
contributions)    for   3   Full-time,    1    Part-time   Employees: 

$102.QQQ 

Current    Insurance  Coverage   expense   (auto,    general    liability, 
public  officials,    employee   fidelity) 

$      4.500  , 


$108. 50Q 


The   above   clearly    illustrates   that   the   proposed  8X  administrative 
fee    is    insufficient    for   personnel    and    insurance  expenses   alone. 
Add    to    these   the   expenses    for   rent,    equipment    lease,    maintenance, 
telephone,    office    supplies,    etc.,    and    it    is  more  apparent  that 
the   proposed   6   percent   administrative    fee    is   grossly    Insufficient 
for    small,    non-metro  areas   with    low  Fair  Market  Rents.      Our 
current   budget,    FY    1994,    projects   expenses   of   $128,834   and    Income 
from  administrative   fees   of   $129,700.      As    indicated,    income  based 
on   the  proposed  6   percent   administrative   fee  would  be  $102,595. 


229 

Mr.  Chapman  #3 

Drugs  in  Public  Housing 

Question:   I  wrote  to  the  former  Secretary  Kemp  expressing  a  number  of 
concerns  about  the  process  of  awarding  the  Drug  Elimination  Grant  program  and 
my  concern  about  the  inaibility  of  HUD  to  maintain  a  long-term  commitment  to 
PHAs  that  begin  to  successfully  combat  drug  problems  in  their  communities.   I 
would  like  to  outline  a  situation  in  my  congressional  district  to  illustrate 
my  concerns  and  I  would  like  your  comments  on  this  matter. 

The  Paris,  Texas  PHA  was  successful  in  securing  a  Drug  Elimination  Greuit 
for  two  consecutive  years.   The  programs  they  developed  to  solve  this  problem 
were  recognized  nationally  by  the  Office  of  National  Drug  Control  Policy  and 
by  HUD.   In  fact,  in  October  of  last  year,  officials  from  HUD  Region  VI  held  a 
ceremony  in  Paris  recognizing  them  for  their  successful  progreun  as  a  result  of 
their  drug  elimination  grant.   To  follow  this  recognition,  one  week  later, 
Paris  was  rejected  for  further  funding  for  a  drug  elimination  grant.   The 
letter  from  HUD  informing  Paris  that  their  drug  elimination  grant  application 
was  denied,  stated  further  funding  was  rejected  due  to  "the  decrease  in  crime 
and  drug  activity"  and  "because  the  commxjnity  was  not  involved."   Without 
further  funding,  these  model  programs  will  be  discontinued. 

I  think  it  is  a  shame  that  this  success  story  may  result  in  a  community 
left  with  inadequate  resources  to  follow  through  with  their  efforts  to  address 
terrible  drug  related  problems.   No  doubt,  the  crime  problem  that  was  on  the 
decrease  will  now  reverse  direction  unless  other  resources  are  found.   Upon 
further  inquiry,  HUD  informed  me  that  the  Paris  application  did  not  score  high 
enough  in  points  to  receive  a  greint  and  that  "The  quality  of  the  applications 
each  year  has  improved,  as  well  as  the  number  of  housing  authorities  applying 
has  increased,  making  for  a  very  competitive  process."   It  seems  difficult  to 
understand  that  a  prograun  specially  recognized  by  HUD  as  a  success  story  for 
the  drug  elimination  grant  progreun  would  be  judged  shortly  after  as  not  being 
competitive.   Paris  has  submitted  another  application  for  a  drug  elimination 
grant  that  is  currently  pending. 

It  seems  that  we  should  not  be  making  a  federal  investment  in  addressing 
a  serious  drug  problem  in  a  community  if  we  are  going  to  walk  away  from  the 
program  once  it  gets  underway  and  starts  having  results.   I  would  appreciate 
hearing  your  comments  aibout  HUD's  ability  to  maintain  a  long-term  commitment 
to  drug  elimination  assisteuice. 

Answer:  There  are  not  enough  funds  available  to  fund  all  applicants. 
Consequently,  the  grsmt  process  is  very  competitive.  Last  year  426  awards 
were  made  from  a  total  of  780  applicants.  To  receive  funding  under  the  Public 
Housing  Drug  Elimination  Greuit,  applicants  must  receive  a  minimum  score  of 
81  points  out  of  the  maximum  120.  The  Paris  Housing  Authority  received  etn 
average  score  of  57.5  points. 

Under  the  COMPAC  program,  housing  authorities  with  over  1,250  units  will 
be  eligible  for  formula  greints.   These  grcints  will  require  the  submission  of  a 
5 -year  plem  in  the  initial  year.   Funding  in  subsequent  years  will  be 
provided,  based  upon  performance  reviews  which  will  not  penalize  housing 
authorities  for  demonstrated  success. 
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Mr.  Chapman  #3  (cont.) 


Question:  Are  there  any   prcjgram  changes  in  the  e:q>anded  COMPAC  program 
that  would  address  this  issue? 

Answer:   Housing  authorities  (HAs)  with  under  1,250  units  will  submit 
applications  through  a  conpetitive  grauit  process.   The  Department  is 
considering  the  assignment  of  additional  points  to  grantees  who  have 
demonstrated  program  success  and  are  continuing  prograuns  funded  under  a  prior 
grant . 

Question:   Is  a  strict  point  system  appropriate  in  judging  ongoing 
programs,  or  should  some  subjective  consideration  be  given  to  continuing 
successful  ongoing  progrcuns? 

Answer:   Because  of  the  demauid  for  this  prograun  and  requirements  under 
the  HUD  Reform  Act,  it  is  essential  to  make  the  selection  process  as  objective 
as  possible.   The  Department  has  provided  technical  assistance,  training  amd 
clearinghouse  services  to  assist  HAs  in  developing  grant  applications. 
Unsuccessful  applicemts  are  briefed  on  weaknesses  in  their  applications,  so 
they  can  improve  future  strategies . 

Question:   Has  HUD  examined  whether  small  PHA's  are  at  a  conpetitive 
disadvantage  in  competing  for  these  funds?  Please  comment  on  this  issue. 

Answer:   Many  small  housing  authorities  have  not  been  able  to 
demonstrate  a  drug-related  problem  and,  in  reality,  the  Uniform  Crime  Reports 
documents  that  the  problem  is  much  greater  in  cities  where  the  larger  housing 
authorities  are  found. 

The  Department  does  conduct  an  analysis  of  the  program  on  eui  annual 
basis  following  each  funding  round.   The  analysis  is  conducted  to  target 
technical  assistance,  develop  training  progreuns  and  improve  guidance  provided 
to  potential  applicants.   A  review  of  the  auialysis  shows  the  following 
breaJcdown  by  size  of  the  fiscal  year  1992  successful  applications. 


Unit  Count  Number  of  HAs  Funded 

2-250 89 

251-500 104 

501-1250 123 

1251-9000 100 

9001+ 10 

Totals     426 


Percent  of  HAs  Funded 
21% 
24% 
29% 
24% 
2% 


100% 


Under  the  COMPAC  program  and  based  on  current  crime  data,  75  percent  of 
the  funds  will  be  distributed  under  formula  to  HAs  with  over  1,250  units  and 
25  percent  of  the  funds  go  to  HAs  of  less  than  1,250  linits.   During  fiscal 
year  1992,  HAs  with  under  1,250  units  received  $54  million.   This  will  be 
increased  by  $9.7  million  to  make  a  total  of  $63.7  million  available  in  the 
conpetitive  round.   This  increase  of  funds  should  increase  the  chances  that 
small  HAs  will  receive  funds. 
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Ms.  Kaptur  #1 
Family  Self  Sufficiency- 
Question:   The  Family  Self  Sufficiency  Program  was  mandated  at  PHAs 
nationwide  for  fiscal  year  1993,  and  $25.9  million  made  available  for  use 
under  last  year's  bill.   But  on  pages  Q-3  and  Q-4  of  the  budget  (londer  Public 
Housing/Payments  for  Operation  of  Low-Income  Housing  Projects)  you  state  that 
only  $3.6  million  will  be  expended  in  fiscal  year  1993  "based  on  a  revised 
estimate  of  the  number  of  programs  qualifying  for  subsidies  in  1993."   What 
kept  programs  from  qualifying? 

Answer:   Actually,  the  Family  Self  Sufficiency  (FSS)  Program  was  not 
mandated  for  PHAs  nationwide.   In  fact,  it  only  requires  PHAs  receiving  new 
public  housing  units  or  Section  8  Certificates  or  Vouchers  to  establish  FSS 
for  the  incremental  number  of  new  units/vouchers/certificates.   The  fiscal 
year  1991  set -aside  for  public  housing  development  incentive  awards  was  not 
awarded  to  PHAs  until  April/June   1992.   The  fiscal  year  1992  FSS  awards  were 
made  in  September  1992.   The  program  guidelines  provided  PHAs  with  90  days  to 
organize  their  Progreun  Coordinating  Committees  and  submit  their  Action  Plans 
for  approval.   Full  in^lementation  (i.e.,  first  enrollments)  were  expected  to 
occur  within  1  year.   The  $25.9  million  appropriated  in  fiscal  year  1993  was 
not  assigned  to  PHAs  because  they  had  not  reached  the  point  of  setting  aside 
space  for  FSS -related  activities  nor  were  they  in  a  position  to  hire  service 
coordinators  to  administer  programs. 

Question:   Will  localities  which  were  denied  funds  still  be  expected  to 
meet  the  mandate? 

Answer:   Localities  were  not  "denied"  funds;  their  FSS  progreuns  had  not 
yet  reached  a  point  where  funds  were  needed.   The  mamdate  for  the  first  year 
was  to  orgcuiize  and  plcui.   Those  PHAs  that  have  completed  this  preliminary 
work  and  are  enrolling  families  in  FSS  programs  will  be  eligible  for  funding. 

Question:   What  steps  will  you  take  to  ensure  that  more,  if  not  all, 
programs  can  qualify  next  year? 

Answer:   A  regulation  implementing  the  Program  is  currently  undergoing 
Congressional  review.   The  publication  of  the  regulation  will  have  a  very 
positive  effect  on  the  program.   All  programs  which  have  reached  the  stage  of 
implementation  in  which  space  is  needed  for  coordination  of  the  activity,  as 
well  the  employment  of  coordinators,  will  be  provided  the  needed  funding  to 
assist  in  paying  the  additional  cost  of  such  activities. 
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Mb.  Kaptur  #2 

Credit  Onions  in  Public  Housing  Projects 

Question:  Given  that  access  to  financial  resources  is  a  key  to  self 
sufficiency,  would  you  support  orgamizing  credit  unions  in  public  housing 
projects? 

Answer:   Yes,  we  irould  support  this  initiative. 

Question:   If  so,  I  and  other  Members  would  be  interested  in  meeting 
with  you  [the  Secretary]  and  representatives  of  the  credit  union  community  to 
see  how  this  could  happen. 

Answer:   Staff  will  be  immediately  available  to  schedule  and  proceed 
with  such  a  meeting.   In  addition  to  hearing  from  representatives  of  the 
credit  union  community  on  this  subject,  it  would  be  helpful  to  have  the  input 
of  the  public  housing  community  and  public  housing  interest  groups  as  well. 
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Ms.  Kaptur  #3 

Housing  Counseling 

Question:   I  am  troubled  by  the  elimination  of  the  Housing  Counseling 
Assistance  Program.   I  noticed  in  your  justification  on  page  J-2  that  you 
expect  counseling  agencies  to  continue  to  "provide  services  utilizing  locally 
derived  funds".   What  consideration  led  you  to  shift  this  program  to  a  local 
area  responsibility,  and  do  you  believe  that  local  funds  are  available  for  the 
programs? 

Answer:   The  decision  not  to  request  additional  funding  for  the  Housing 
Counseling  Assistemce  Program  is  indicative  of  the  very  hard  choices  the 
Department  faced  in  arriving  at  the  1994  Budget  recpjests .   Discontinuing 
funding  is  directly  related  to  the  need  for  fiscal  restraint  and  deficit 
reduction. 

The  Department  requires  all  HUD-approved  housing  counseling  agencies  to 
have  income  from  other  sources.   HUD  funds,  when  available,  serve  as 
supplemental  funding  to  the  agencies.   HUD-approved  housing  counseling 
agencies  may  receive  funding  from:   city,  county  or  state  governments; 
nonprofit  foundations;  other  Federal  government  progrcuns  (including  the  CDBG 
program) ;  private  industry  such  as  banks,  and  lenders,  and  from  the  Federal 
National  Mortgage  Association  (FNMA) . 

When  eui  agency  receives  HUD  approval,  HUD  enters  into  a  written 
agreement  with  that  agency  stipulating  that  it  will  provide  housing  counseling 
services  without  HUD  funds. 
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Mb.  Kaptur  #4 

Drug  Blininatlan  Program 

Question:   There  has  been  sane  talk  of  changing  the  funding  cjrcle  for 
the  Drug  Elimination  Program  (expanded  to  the  new  COMPAC  program  under  the 
budget)  from  two  to  five  years.   The  public  housing  director  in  my  district 
reported  that  local  police  could  not  make  a  coamitment  to  provide  on-duty 
officers  with  a  guarantee  of  just  two  years  of  funding,  but  that  they  could 
have  for  five.   This  forced  the  hiring  of  off-duty  police  officers  for 
overtime  pay,  versus  on-duty  officers  for  stamdard  pay.   Do  you  think  a  change 
in  the  funding  cycle  could  be  part  of  the  COHPAC  program? 

Answer:   Housing  authorities  (HAs)  with  over  1,250  units  will  be 
eligible  for  formula  grants.   Onder  this  program,  HAs  will  submit  a  S-year 
plan  in  the  initial  year.   Funding  will  be  issued  in  subsequent  years,  based 
on  the  amount  of  funding  a^ypropriated  and  the  yearly  performance  reports 
submitted  by  the  HAs.  This  approach  will  bring  more  continuity  to  strategy 
iiqplementation . 
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Ms.  Kaptur  #5 


Consolidating  Sections  202  and  811  into  HOME 

Question:   Earlier  this  year,  there  was  some  talk  of  consolidating 
several  programs  (including  section  2  02  and  811)  into  home.   Though 
consolidation  promises  to  simplify  administration,  the  Ohio  Department  of 
Mental  Health  thinks  it  is  too  difficult  to  use  HOME  to  target  persons  with 
mental  discUsilities  who  need  subsidy  on  a  permanent  basis.   Please  comment. 

Answer:   The  Department  is  not  proposing  to  consolidate  the 
Section  2  02/811  programs  into  HOME.   The  Administration's  A  Vision  of  Change 
for  America,  of  February  17,  1993,  had  proposed  to  consolidate  these  programs, 
as  well  as  the  public  housing  program,  into  HOME.   However,  this  proposal  was 
dropped  subsequently  from  the  President's  1994  Budget. 
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Ms.  Kaptur  #6 

Report  to  Congress  on  Vac2mcies  in  Public  Housing  Efficiencies 

Question:   In  last  year's  report  accoa^euiying  the  impropriations  Act, 
the  Committee  requested  that  HDD  report  to  Congress  on  the  intact  of  rent 
adjustments  on  the  marketability  of  efficiency  public  housing  units.   The 
Committee  requested  the  report  by  December  31,  1992.   When  will  the  report  be 
complete? 

Answer:   The  report  to  Congress  on  the  impact  of  rent  adjustments  on  the 
marketability  of  efficiency  public  housing  units  has  been  con^leted  auid  is 
currently  in  Departmental  clearemce.    Once  it  completes  Departmental 
clearcuice,  the  report  will  be  forwarded  to  the  Secretary's  Office  for 
tremsmittal.   It  is  expected  that  the  report  will  be  sent  to  the  Committee  in 
June  1993. 
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Ms.  Kaptur  #7 

Contract  with  the  National  Association  of  Homebuilders 

Question:   I  eun  interested  in  HUD's  contract  with  the  National 
Association  o£  Homebuilders.   What  work  has  been  done  in  investigating  the 
causes  of  building  construction  problems  in  the  Florida  hurricane  disaster? 

Answer:   Under  the  first  years 's  (fiscal  year  1992)  cooperative 
agreement,  the  Research  Center  gathered  extensive  data  on  damage  to 
conventionally  built  housing  resulting  from  the  hurricanes  in  Florida  and 
Hawaii.   Under  the  second  year's  (fiscal  year  1993)  agreement,  the  Research 
Center  is  completing  a  draft  report  analyzing  this  data.   For  Florida,  a  total 
of  515  single  family  homes  were  assessed  by  a  random  selection  process.   The 
survey  revealed  several  areas  of  concern:   gable  ends  on  roofs  suffered 
significantly  higher  levels  of  damage  than  other  types  of  roofs,  failure  of 
roof  coverings  and  sheathing  was  riunpant,  projectile  damage  was  widespread, 
amd   failure  of  windows  was 
prevalent. 

Question:   Second,  what  work  is  being  pursued  to  promote  the  use  of 
alternative  materials  other  them  lumber? 

Answer:   The  Research  Center  has  produced  a  report  entitled, 
"Alternative  to  Lumber  and  Plywood  in  Home  Construction"  which  provides 
information  on  engineered  wood  products,  steel  frcuning,  and  concrete  systems, 
as  well  as  other  alternatives  to  lumber.   In  the  second  year  of  the  agreement, 
we  plan  to  locate  builders  who  will  incorporate  these  alternative  materials  in 
the  construction  of  their  homes . 

Question:   Finally,  in  both  these  areas,  as  well  as  other  priority 
technology  issues,  what  is  HUD  plcUining  to  do  in  fiscal  year  19947 

Answer:   While  the  Department  has  not  yet  completed  the  design  of  our 
technology  research  plan  for  fiscal  year  1994,  we  expect  to  continue  our 
research  to  develop  model  State  zoning  codes,  model  land  development 
ordinances  and  other  legislative  models  for  State  and  local  governments.   In 
addition,  we  would  expect  to  be  doing  more  demonstrations  on  alternative 
materials  said  systems  in  the  interest  of  finding  leas  costly  home  constnaction 
methods .   We  also  hope  to  become  more  involved  in  the  development  of  cost- 
saving  techniques  for  central  city  rehabilitation  and  infill  housing. 
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Mr .  Torres  #1 

Adding  to  the  Supply  of  Affordable  Housing 

Question:   Mr.  Secretary.   I  want  to  join  my  colleagues  in  welcoming  you 
here  today.   I  look  forward  to  working  with  you  on  your  1994  budget  request 
and  throughout  your  tenure . 

During  your  confirmation  hearings  you  acknowledged  the  need  to  continue 
to  add  to  the  supply  of  affordadale  low- income  rental  housing.   Over  the  past 
decade,  the  federal  government  has  done  little  to  add  to  this  supply.   For 
exan^le,  in  1981  Congress  funded  204,748  new  units  of  public,  Indian, 
Section  8  family  and  elderly  housing  --  all  for  lower  income  people.   In  1993, 
we  were  only  funding  92,823  new  units,  a  55  percent  decrease  over  this  twelve- 
year  period. 

Yet  at  the  same  time,  public  housing  waiting  lists  nationwide  number 
more  than  one  million  feunilies  and   seniors.   And  the  waiting  lists  for 
Section  8  rental  assisteuice  numbers  more  than  800,000  households.   People  are 
doubled  up,  split  up  cuid  homeless  because  of  the  lack  of  affordable  housing. 

How  does  the  Department's  fiscal  year  1994  appropriation  request  for 
41,328  net  new  Section  8  units  begin  to  turn  this  situation  around?   I  ask 
this  because  in  my  part  of  the  country  these  additional  units  would  not  make 
much  of  a  dent.   The  Section  8  waiting  list  for  Los  Angeles  county  numbers 
92,000  faunilies  and  seniors.   The  City  of  Los  Angeles  alone  has  80,000 
fcunilies  and  seniors  on  its  waiting  list,  which  is  closed  to  further 
applicants.   And  statewide,  there  are  332,680  families  waiting  for  Section  8 
rental  assistance.   Another  136,315  households  are  waiting  for  public  housing. 

Answer:   In  fiscal  year  1994,  the  Department's  Budget  provides  for 
44,904  new  Section  8  units  (41,338  for  incremental  rental  assistance,  1,364 
for  Moving  to  Opportunity,  and  2,202  for  Foster  Child  Care.)   However, 
Section  8  assistance  does  not  account  for  all  the  new  luiits  for  which  the 
Department  is  seeking  appropriations  in  fiscal  year  1994.   The  Department's 
proposed  Budget  also  includes  14,509  (net)  new  units  in  rental  assistance  for 
the  elderly  and  disabled,  public  and   Indian  housing,  amd  housing  for  persons 
with  AIDS.   This  brings  the  total  net  new  units  to  59,413  for  fiscal  year 
1994. 

Included  in  the  Department's  1994  Budget  for  Section  8,  in  particular, 
is  a  proposal  to  increase  the  number  of  rental  assistance  units  added  each 
year  to  a  level  of  100,000  by  the  end  of  1998.   The  table  below  presents  the 
number  of  total  incremental  units  to  be  added  each  fiscal  year,  along  with  the 
number  of  incremental  rental  assistance  units  (vouchers  and  certificates) : 


Fiscal 

Y??r 

Tpt^l 

Ingremgnt^l 

R?nt;?il 

gnit;g 

Appipt?m(pe  IJnit? 

1994 

59,413 

41,338 

1995 

83,236 

65,468 

1996 

88,972 

71,532 

1997 

106,707 

89,597 

1998 

116,797 

100,000 

These  represent  a  significant  growth  to  help  meet  much,  though  not  all,  of  the 
need  nation-wide. 
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Mr.  Torres  #2 
Houaing  Discrimination 

Question:   Very  few  HUD  fair  housing  grants  have  been  awarded  to 
organizations  serving  the  Hispanic  community.   it  was  not  until  1990  that  HUD 
began  its  first  fair  housing  initiative  focusing  on  Hispanics.   what  do  you 
view  as  your  role  in  developing  stronger  FHEO  support  for  housing 
organizations  serving  the  Hispanic  community?  Please  be  specific. 

Answer:   Since  the  inception  of  the  Fair  Housing  Initiatives  Program, 
the  Department  has  received  very  few  funding  applications  from  Hispanic 
organizations.   Under  the  Education  and  Outreach  Initiative,  between  150-200 
applications  are  received  annually,  and  out  of  that  number  only  3-5  are  from 
traditionally  Hispanic  organizations.   In  order  to  increase  this  number,  FHEO 
undertook  a  massive  direct  mailing  to  all  Hispanic  groups  nationwide.   Despite 
this  effort,  the  ntunber  of  applications  received  remained  low. 

In  an  effort  to  change  this  level  of  response  from  Hispanic  groups,  we 
plan  to  ask  the  National  Council  of  La  Raza  to  help  our  outreach  efforts  to 
other  Hispanic  organizations.   It  is  our  intent  to  identify  underserved  or 
unserved  areas  of  the  country  and  fund  the  establishment  of  fair  housing 
agencies  and  to  expand  existing  fair  housing  agencies,  to  ensure  that  the 
housing  discrimination  concerns  of  Hispanics  are  addressed.   This  will  be  done 
under  a  new  initiative  to  be  implemented  under  the  Fair  Housing  Initiatives 
Program.   This  initiative  called  "The  Fair  Housing  Organizations  Initiative" 
will  provide  funds  to  fair  housing  agencies  including  any  new  Hispanic 
specific  organizations  to  organize  and  build  the  capacity  to  enforce  fair 
housing  rights  granted  under  the  Fair  Housing  Act. 

To  date,  two  Hispanic  organizations  have  been  funded  under  the  FHIP 
Education  and  Outreach  Initiative.   In  1990,  the  National  Council  of  La  Raza 
received  a  grant  in  the  amount  of  $249,864.   In  1992,  Latinos  United  was 
awarded  a  grant  in  an  amount  not  to  exceed  $91,881.   The  grant  with  Latinos 
United  is  currently  being  negotiated. 
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Mr.  Gallo  #1 

Solar  Energy 

Question:   Last  year.  Congress  approved  a  program  for  five  states  to 
participate  in  the  Energy  Efficient  Mortgages  Pilot  Program  established 
pursuant  to  Pxiblic  Law  102-486,  the  Energy  Policy  Act  of  1992.   The  law 
requires  that  United  States  DOB  esteUjlish  a  home  energy  rating  system  and  that 
HUD  implement  an  energy  efficient  mortgages  (EEMs)  pilot  program. 

There  is  a  wide  variety  of  public  benefits  to  be  derived  from  a  policy 
of  encouraging  the  construction  and  purchase  of  energy  efficient  residences, 
including  increased  energy  conservation,  .improved  air  and  water  quality, 
increased  economic  activity  resulting  from  the  provision  of  energy  efficient 
measures,  and   so  on. 

As  the  most  densely  populated  state  in  the  nation.  New  Jersey  would 
realize  more  economic  and   environmental  benefits  than   most  other  states  by 
participating  in  the  EEMs  program,  cuid  it  would  provide  the  valuable  input 
into  the  design  and   inplementation  process  that  the  federal  government  will 
need  in  order  for  the  EEMs  program  to  succeed  on  the  national  level . 

Is  this  money  included  in  your  overall  budget  request?  Have  decisions 
been  made  as  to  how  this  money  will  be  divided  among  the  five  states;  for 
instance,  will  the  fact  that  the  State  of  New  Jersey's  cost-of-living  is  one 
of  the  highest  in  the  country  have  any  merit  in  asking  that  the  funds  be 
allocated  to  reflect  that  difference? 

Answer:   Federal  funds  are  not  necessary  for  the  inplementation  and 
administration  of  this  pilot  program.   This  program  is  a  mortgage  insursuice 
program;  it  does  not  provide  for  the  allocation  of  grants  or  other  funds  to 
States  or  any  other  entity. 
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Mr.  Gallo  #2 
Solar  Energy- 
Quest  j.on:   Has  there  been  any  movement  at  HDD  in  determining  which  five 
states  will  participate  in  this  program?  What  information  do  you  need  from 
the  State  of  New  Jersey  in  order  to  be  designated  as  a  participcint? 

Public  Law  102-550,  the  Housing  and  Community  Development  Act  of  1992, 
states  that  HDD  will  establish  the  Solar  Assistance  Financing  Entity  to  assist 
in  financing  solar  and  renewcQjle  energy  capital  investments  and  projects  for 
eligible  buildings. 

Authorization  of  ;^propriation8:   $10,000  for  fiscal  year  93  and 
$10,420,000  for  fiscal  year  94.   Available  through  SOLAR  ENERGY  AND  ENERGY 
CONSERVATION  BANK  and  the  FEDERAL  NATIONAL  MORTGAGE  ASSOCIATION  CHARTER  ACT. 

Answer:   The  five  States  will  be  announced  by  the  end  of  Hay  via 
Mortgagee  Letter.   The  State  of  New  Jersey  has  provided  all  the  information 
needed  by  HDD. 
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DEPARTMENT  OF  BOUSING  AND  URBAN  DEVELOPMENT 

1994  BUDGET 

INTRODUCTION 

HUD    BUDGET   TOTALS 

The   following   table   summarlzeB   the   Department's   funding   and  staffing   requests   for   fiscal 
years   1992   through   1994 t 

1992  1993  1994 

ACTUAL  ESTIMATE  ESTIMATE 

(Dollars  In  Millions) 

Budget  Authority: 

Stimulus  Proposals NA 

Investment  Proposals NA 

Other  Discretionary  Funding $23,343 

Subtotal,  Discretionary 23,343 

Mandatory  Funding 1 ,623 

Total 24,966 

Outlays: 

Stimulus  Proposals NA 

Investment  Proposals NA 

Other  Discretionary  Funding 22,147 

Subtotal,  Discretionary 22,147 

Mandatory  Funding 2.323 

Total 24,470      26,018      28,876 

Full-Tlme  Equivalent  (FTE)  Employment.    14,100      13,494      13,275 

HOD  Is  requesting  1994  discretionary  budget  authority  of  $25.4  billion.   Due  to  the  one-time 
Infusion  of  economic  stimulus  funding,  this  Is  $2.7  billion  lower  than  the  $28.2  billion  enacted 
or  requested  for  1993.   However,  the  Department's  1994  discretionary  funding  requests  represent  a 
$224  million  Increase  over  amounts  enacted  for  1993 — if  the  one-time  Stimulus  proposals  are  not 
included  in  the  totals. 

New  and  "pipeline"  program  activity  will  result  In  total  HOD  outlays  of  $28.9  billion  in 
1994 — an  Increase  of  $2.9  billion  over  the  1993  level  of  $26  billion.   A  predominant  share  of  the 
Department's  1994  outlays  are  derived  from  "pipeline"  activity  (pre-1994  funding  commitments). 
Of  the  $28,9  billion  expected  to  be  outlayed  during  the  year,  $26.1  billion  (approximately 
90  percent)  represent  net  disbursements  from  funds  committed  in  1993  and  prior  years  and  only 
$2.8  billion  represents  outlays  from  funds  estimated  to  be  obligated  in  1994. 

The  Stimulus  proposals.  Including  program  accelerations,  will  result  in  $874  million  of 
outlays  in  1993  and  $1.8  billion  in  1994. 

The  1993  and  1994  staffing  levels  for  the  Department  reflect  reductions  mandated  by 
Executive  Order  12839. 

MAJOR  INITIATIVES 

The  1994  Budget  represents  a  shift  in  emphasis  from  consumption  to  investment — investment  in 
future  growth  on  the  part  of  both  the  Government  and  private  sectors.  The  need  for  investment 
provides  the  focus  for  all  three  component's  of  the  President's  economic  plan:   stimulus,  invest- 
ment and  deficit  reduction. 

Economic  Stimulus 

The  Stimulus  Initiative  was  presented  to  Congress  in  the  President's  A  VlBJon  of  Change  for 
Aaerlcn  on  February  17,  1993, and  was  designed  to  ensure  that  recovery  from  the  recession  is 
strong  and  lasting.  The  initiative  is  comprised  of  new  funding  and  proposals  to  "speed  up"  the 
delivery  of  services  already  funded.  The  Department's  components  of  the  Stimulus  package  are: 
(1)  additional  appropriations  for  Community  Development  Block  Grants  and  Supportive  Housing  for 
the  Homeless,  and  (2)  accelerating  outlays  within  existing  appropriations  for  Modernization  of 
Public/Indian  Housing  and  Home  Investment  Partnerships  (HOKE).  These  programs  were  chosen  for 
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the  ability  to  start  quickly  and  create  a  Blgnlficant  number  of  new  jobs.   It  is  estimated  that 
HVD's  portion  of  the  Stimulus  plan  will  support  about  71,000  joba. 

The  Department's  Stimulus  package  amounts  to  $2.96  billion  in  budqet  authority.   This 
funding — along  with  accelerated  program  delivery — will  result  in  outlays  of  $4.S  billion  by  1998. 

The  budget  authority  and  outlay  impacts  of  the  specific  proposals  are  sunaoarized  belowi 

Program  1993       1994     1993-1998 

(Dollars  in  Millions) 

Funding  Increases i 

CooBiunity  Developnent  Grants! 

Budget  Authority $2,536        ...      $2,536 

Outlays «59      1,319       2,536 

Supportive  Housing! 

Budget  Authority 423        ...         423 

Outlays 127        211         423 

Acceleration  of  Services! 
BOMB  Program! 

Budget  Authority MA        ...         ... 

Outlays ...        ^*  *12 

Public/Indian  Housing  Modernization! 

Budget  Authority HA        ...         •  •  • 

Outlays ■•        l«l       1.0«7 

Total  Stimulus  Initiative! 

Budget  Authority 2,*S9        ...       2,959 

Outlays 174      1,7SS       4,498 

Investnent 

These  Justifications  include  elsaants  of  tha  Prssidant's  lovestaent  package  which  represent 
funding  for  new  initiatives  and  increases  for  ongoing  activities  to  provide  and  proaote 
incentives  and  opportunities  for  productive  saployaant.   The  oversll  Administration  plan 
addresses  such  activities  as  infrastructure,  skills  davelopiwnt,  science  and  technology,  delivery 
of  bousing  and  health  care. 

The  o^artiMnt's  contributions  to  tha  plan  include  a  ouabar  of  program  funding  iocraases 
over  and  above  what  are  considared  ■bsaaliita*  levels  and  funding  for  naw  initiativas  which  aspond 
upon  services  already  being  provided. 

The  HUD  initiativas  total  $1.8  billion  over  tba  1994  •osalioa  aatiaataa  in  1994  and 
aggregate  to  a  $18.2  billion  increase  through  1998.  The  increase  in  outlays  is  estimated  at  only 
$60  million  in  1994  but  is  expected  to  cumulate  to  almost  $6  billion  by  1998.   This  is  consistent 
with  the  long-term  focus  of  the  Initiatives  Plan — funding  over  the  long-run  to  stlaulata  and 
support  long-term  investment,  econaad.c  growth  and  ampleysnt. 

Some  of  the  HUD  Invastaant  proposals  included  in  *  Vtalam  of  Ckmam   for  «irtrs  ware 
modified  in  their  details  as  the  development  of  the  1994  Budget  progressed.  The  final 
deterainations  in  the  Invastaant  propossls  ore  simasrisad  below.   It  should  be  noted  that  tha 
ineraasas  shown  below  are  additions  to  a  bsaalina.  s  funding  level  boaad  on  appropriations 
enacted  in  1993  and  adjusted  upward  to  reflect  inflation  assuivtions.  Consequently,  the  actual 
increases  in  1994  over  enacted  levels  for  1*91  will  appear  to  be  higher  than  shewn  in  the 
Investaent  package. 
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A  suimnary  of  the  increased  funding  over  baseline  (1993  funding  plus  inflation)  associated 
with  the  HUD  initiatives  is  as  follows: 


Program 


1994 

(Dollars  in 


Preservation  of  Assisted  Housingi 

Budget  Authority $546 

Outlays 37 

Raise  Level  of  Assisted  Housing  to 

100,000  incremental  units  by  1998: 

Budget  Authority 166 

Outlays 3 

Community  Partnerships  Against  Crime: 

Budget  Authority 90 

Outlays 6 

Severely  Distressed  Public  Housing: 

Budget  Authority 175 

Outlays . , , 

Additional  Funding  for  HOME: 

Budget  Authority Sll 

Outlays 10 

Additional  Funding  for  CDBG: 

Budget  Authority 90 

Outlays 4 

Funding  for  Opportunities  for  Youth: 

Budget  Authority 29 

Outlays ... 

Additional  Funding  for  Supportive  Housing: 

Budget  Authority 166 

Outlays ... 

Total  Funding  for  Investment  Programs: 

Budget  Authority 1,773 

Outlays 60 


1994-1998 
Millions) 

54,129 
1,378 


6,231 
1,028 


690 
486 


1,263 
392 


4,073 
1,981 


490 

321 


271 
76 


1,020 
330 


18,167 
5,992 


Deficit  Reduction 

The  deficit  reduction  portion  of  the  plan  contributes  to  long-term  economic  growth  by 
attacking  the  structural  deficit  in  the  Federal  Budget.   Cost  reductions  will  minimize  the 
Federal  government's  drain  on  savings,  lower  long-term  interest  rates,  and  encourage  private 
investment. 

The  Department's  savings  proposals  cover  a  wide  range  of  activities,  including:   fee 
increases  and  modifications;  program  reforms,  reductions,  freezes  and  terminations;  and  other 
program-specific  cost-cutting  proposals.  The  details  of  each  proposal  are  discussed  within  the 
justifications  which  follow. 

In  total,  there  are  SI. 6  billion  in  budget  authority  savings  in  1994  and  over  $10.8  billion 
in  savings  through  fiscal  year  1998.   Outlays  will  be  reduced  by  $214  million  in  1994  and  the 
cumulative  savings  in  outlays  are  projected  at  $4.8  billion  by  the  end  of  fiscal  year  1998. 

MEW  PROGRAMS 

The  1994  Budget  introduces  three  new  program  accounts:  Opportunities  for 
Youth:   Youthbuild,  Severely  Distressed  Public  Housing  and  Community  Partnerships  Against  Crime 
(COMPAC).   The  Department  plans  to  use  funding  already  provided  in  1993  and  prior  years  for  these 
activities  as  the  basis  for  separate  new,  broader  programs  to  attack  the  problems  of  deteriorat- 
ing projects  and  neighborhoods. 
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Opportunities  for  Youthi   Youthbuild.   HUD  will  implement,  starting  in  1993,  a  new  program 
authorized  under  Section  164  of  the  Housing  and  Community  Development  Act  of  1992.   The  program 
represents  an  investment  in  the  future  of  disadvantaged  youth  who  have  dropped  out  of  school. 
Education  and  employment  skills  will  be  provided  through  rehabilitating  and  building  housing  for 
low-income  and  homeless  persons.   The  program  will  utilize  both  on-site  construction  work  and 
off-site  academic  and  job  skills  training.   A  total  of  $40  million  is  available  for  the  program 
in  1993 — using  funds  transferred  from  amounts  appropriated  under  the  HOPS  program.   A  separate 
appropriation  of  $48  million  is  being  requested  for  this  program  in  1994,  including  $29  million 
under  the  Investment  Initiative. 

Severely  Distressed  Public  Housing.   The  1993  Appropriations  Act  included  $300  million 
within  the  HOPE  account  for  a  Severely  Distressed  Public  Housing  demonstration  program.  The  new 
program  will  build  on  the  demonstration  funded  in  1993,  providing  resources  to  rehabilitate  and 
restore  severely  dilapidated  public  housing.   The  goal  will  be  to  expand  the  supply  of  decent, 
safe  and  affordable  housing  for  low-income  renters.   As  in  the  case  of  Youthbuild,  the  Department 
is  proposing  a  separate  program  for  these  activities — distinct  from  HOPE — beginning  in  1993. 
Language  is  being  proposed  which  will  allow  the  transfer  of  balances  from  the  HOPE  account  to  the 
Severely  Distressed  Public  Housing  program  and  to  change  availability  from  1-year  to  no-year 
funding.   A  total  of  $483  million  is  requested  for  the  program  in  1994,  of  which  $175  million 
represents  Investment  funding. 

Community  Partnerships  Against  Crime  {COMPACT.   Also  a  component  of  the 
Administration's  Investment  initiative,  the  COHPAC  program  will  expand  upon  and  replace  the 
current  Drug  Elimination  Grants  program.   The  new  initiative  will  not  merely  focus  on  low-income 
projects,  but  will  reach  out  into  the  surrounding  community.   Under  the  new  program,  project- 
based  activities  can  become  neighborhood-based  activities.   A  wide  range  of  endeavors  will  be 
funded.   Community  policing,  youth  initiatives,  community  services  supporting  crime  prevention, 
personal  and  property  security,  are  just  a  few  of  the  activities  eligible  to  receive  funding 
under  this  program.   A  total  of  $17S  million  is  available  in  1993  for  the  program  and 
$26S  million  is  requested  in  1994,  of  which  $90  million  is  included  in  the  President's  Investment 
proposals. 

ISCREMENTAL  HOUSING 

The  Budget  requests  funding  for  59,413  incremental  assisted  housing  units  in  1994.   Included 
ore  4,900  units  for  the  elderly,  1,500  units  for  the  disabled,  4,800  Public  Housing  units,  2,725 
Indian  Housing  units  and  41,338  Section  8  rental  assistance  units  and  estimates  totaling  4,150 
units  for  Moving  to  Opportunity,  Foster  Child  Care  and  Housing  Opportunities  for  Persons  with 
AIDS.   It  is  proposed  that  the  number  of  incremental  rental  assistance  unite  be  increased  to 
100,000  by  1998. 

The  Budget  projects  that  the  number  of  units  available  to  low-income  families  will  grow  to 
4.8  million  by  1994. 

OTHER  PROGRAMS 

Contract  Renewals.   The  Department  is  requesting  $5.6  billion  for  the  renewal  of  subsidy 
contracts  expiring  in  1994.  This,  in  addition  to  an  advance  appropriation  of  $720  million 
included  in  the  1993  Appropriations  Act,  will  fund  $6.3  billion  of  renewals  in  1994.   Not 
included  within  the  1994  total  is  a  request  for  $600  million  as  an  advance  appropriation  for 
contracts  expiring  early  in  1995.  This  latter  amount  will  be  scored  against  fiscal  year  1995 
budget  authority. 

The  Department  is  keenly  aware  of  past  data  problems  associated  with  determining  future 
renewal  requirements  and  is  continuing  efforts  to  develop  and  improve  financial  management  of 
Section  8  programs.   The  current  estimates  are  based  upon  a  statistical  sample  of  data  collected 
from  HUD  Field  Offices. 

Nevertheless,  some  data  problems  niay  persist  and  appropriation  language  is  being  proposed 
which  will  offer  a  certain  degree  of  flexibility  in  the  use  of  available  funds — such  as  allowing 
transfers  from  Annual  Contributions,  renewing  Hoderate  Rehabilitation  contracts  with  vouchers  and 
extending  some  expiring  subsidy  contracts  through  the  end  of  fiscal  year  1994.   These  proposals 
are  explained  in  greater  detail  in  the  Contract  Renewal  justification. 
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Preservation  and  Restoration  of  Assisted  Housing.   Preserving  housing  for  low-income 
families  is  a  priority  addressed  in  the  Administration's  Investment  package.   There  are  many 
projects  occupied  by  low-income  families  that  are  at  risk  and  the  Department  proposes  to  deal 
with  the  problem  in  three  ways.   First,  S646  million  is  included  in  the  Annual  Contributions 
account  for  FHA-insured  mortgages  that  are  eligible  to  prepay.   Approximately  S320  million  of 
this  total  is  being  requested  under  the  Investment  initiatives.   Second,  $65. 7  million  of 
appropriations  is  proposed  for  the  Flexible  Subsidy  Fund.   This  is  in  addition  to  S80  million 
expected  to  be  transferred  from  the  Rental  Housing  Assistance  Fund.   Third,  funding  for  property 
disposition  activities  is  being  increased  under  the  Investment  plan  by  $160  million — to  a  total 
of  $256  million  for  1994. 

Coincident  with  these  funding  requests  are  proposals  aimed  at  effecting  certain  reforms  in 
preservation  activities.   These  include  reducing  incentive  rents  from  120  percent  to  100  percent 
of  prevailing  Fair  Market  rents  and  termination  of  the  homeownership  grants  option.   Thase 
proposals  are  expected  to  result  in  savings  amounting  to  about  $91  million  in  budget  authority  in 
1994  and  $440  million  by  1998. 

Mortgage  and  Loan  Insurance  Funds  (FHA).   FHA  mortgage  and  loan  insurance  programs  continue 
to  be  the  Department's  main  vehicle  for  delivering  the  benefits  of  homeownership  to  families  and 
communities — especially  first-time  homebuyere.   To  this  end,  loan  limitations  of  $64.5  billion 
and  $13.4  billion  are  being  requested  for  1994  for  the  Mutual  Mortgage  and  Cooperative 
Management  funds  and  General  Insurance  and  Special  Risk  Insurance  funds,  respectively. 
Approximately  $455  million  of  transfers  to  the  Salaries  and  Expenses,  HUD  and  Office  of  Inspector 
General  accounts  are  proposed  for  1994  in  support  of  FHA  activities. 

HUD  is  pursuing  reform  efforts  resulting  from  provisions  in  the  Cranston-Gonzalez  National 
Affordable  Housing  Act,  in  an  attempt  to  ensure  the  fiscal  stability  of  the  funds.   New  proposals 
put  forth  in  the  1994  Budget  include:  increasing  multifamily  insurance  commitment  fees  from 
$3  per  thousand  of  mortgage  amount  to  $5. 

Public  Housing  Operating  Subsidies.   Primarily  based  on  Performance  Funding  System 
estimates,  HUD  is  requesting  $2.5  billion  to  help  cover  the  operating  costs  of  Public  Housing 
Agencies  (PHAs)  and  Indian  Housing  Authorities  (IHAs)  in  1994.   This  represents  a  $239  million 
increase  in  budget  authority  over  the  appropriation  for  1993. 

Modernization.   Included  within  the  $8  billion  requested  for  Annual  Contributions  is 
S3.1  billion  for  the  Modernization  of  public  and  Indian  housing.   This  is  in  addition  to  the 
S483  million  requested  for  Severely  Distressed  Public  Housing.   Modernization  funding  will  be 
distributed  among  six  components  for  1994:   $2.9  billion  for  Comprehensive  Grants  and 
Comprehensive  Improvement  Assistance  program;  $50  million  for  Choice  in  Management;  $124  million 
for  the  Vacancy  reduction  program;  $10  million  for  Lead-Based  Paint  risk  assessment;  $10  million 
for  continued  support  for  training  and  technical  assistance  to  Resident  Management  Corporations; 
and  up  to  $12.4  million  for  modernization  inspections  and  management/technical  assistance. 

Acceleration  of  the  program  also  is  a  key  coiif)onent  of  the  President's  Stimulus  package  for 
1993. 

GNMA  Mortgage-Backed  Securities.   The  Budget  requests  a  limitation  of  $85  billion  on 
guarantees  of  mortgage-backed  securities  in  1994.   The  GNMA  guarantee  gives  lenders  access  to  the 
capital  markets  for  funds  to  originate  new  loans  and  creates  a  moderating  influence  on  mortgage 
interest  rates.   To  help  cover  the  cost  of  GNMA  activities,  a  transfer  of  $8  million,  to  Salaries 
and  Expenses,  HUD,  is  requested. 

Legislation  is  being  proposed  which  will  allow  GNMA  to  guarantee  REMIC  (Real  Estate  Mortgage 
Conduit)  multiple  class  securities  with  different  maturities — typically,  between  2  and  20  years — 
or  with  payments  based  on  fractions  of  the  MBS  income  stream.   The  REMICs  will  represent  "pools" 
of  single  class  MBS  certificates  already  guaranteed  by  GNMA.   Since  all  GNMA-guaranteed  REMlCe 
will  be  based  on  and  backed  by  MBS  securities  issued  pursuant  to  credit  limitations,  no 
additional  limitation  authority  will  be  necessary. 

Home  Investment  Partnerships  (HOME).   The  Budget  reflects  $1.6  billion  for  the  HOME  program 
in  1994,  including  $511  million  as  part  of  the  President's  Investment  plan.   This  is  $480  million 
more  than  the  $1.12  billion  enacted  and  requested  for  1993.   This  is  a  highly  flexible  program 
which  can  address  the  needs  of  communities  on  many  levels:   new  construction,  rehabilitation  and 
rental  assistance.   It  is  also  a  part  of  the  President's  Stimulus  package  in  that  HUD  hopes  to 
facilitate  the  delivery  and  use  of  funds  through  program  simplification.   Three  model  programs 
already  have  been  developed  as  guides  to  participating  communities. 
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Community  Development  Block  Grants.  The  Ijqportance  the  Administration  places  on  this 
program  Is  underscored  by  the  fact  that  it  Is  a  part  of  both  the  President's  Stimulus  and 
InveEtoent  initiatives.   For  1993,  $2.5  billion  in  Stimulus  funding  is  requested  to  augment  the 
$4  billion  already  provided  in  the  1993  Appropriations  Act.   For  1994,  $4.2  billion  is  requested, 
of  which  $90  million  represents  Investment  funding.  Block  Grants  can  be  a  vital  tool  in  provid- 
ing short-tens  and  long-term  job  opportunities  through  a  wide  range  of  activities. 

Programs  for  the  Homeless.   A  total  of  $856  million  is  requested  for  1994  for  programs 
involving  assistance  to  the  homeless.   This  represents  a  decrease  of  $239  million  from  amounts 
enacted  or  requested  for  1993.   However,  the  1993  total  includes  a  one-time  Stimulus  proposal  of 
$423  million  for  the  Supportive  Housing  program,  when  compared  with  actual  appropriations,  the 
1994  request  represents  an  Increase  of  $184  million. 

The  1994  funding  will  be  distributed  as  follows!   $274  million  for  Shelter  Plus  care; 
$320  million  for  Supportive  Housing;  $51  million  for  Emergency  Shelter  Grants;  and  $108  million 
for  Section  6  SRO.   In  addition,  $103  million  is  included  for  Bousing  Opportunities  for  Persons 
with  AIDS  in  the  amount  requested  for  Annual  Contributions. 

The  Supportive  Housing  program  is  a  component  of  both  the  Stimulus  and  Investment  initia- 
tives.  As  noted  above,  $423  million  Is  proposed  for  1993  Stimulus  funding  and  $166  million 
requested  as  Investment  funding  in  1994.   HDD  is  looking  to  this  program  as  a  means  of  providing 
more  than  tenqjorary  shelter  to  the  homeless — for  broader  based  assistance  which  will  allow  cities 
to  deal  with  the  basic  causes  of  homelessness  and  for  services  which  will  help  homeless  persons 
to  achieve  productive  lives.  The  program  is  being  expanded  In  1994  to  include  funding  for  two 
demonstrations!   up  to  $20  million  will  be  made  available  for  homeless  persons  in  rural  areas  and 
up  to  $50  million  for  a  Safe  Havens  demonstration  authorized. 

Homeownership  and  Opportunity  for  People  Everywhere  fHOPB).   About  $109  million  is  requested 
in  1994  for  HOPE  grants.   These  funds  are  expected  to  be  used  exclusively  for  implementation 
grants.   Proposals  for  1993  include  the  transfer  of  funds  from  amounts  made  available  under  this 
account  for  Touthbulld  activities  and  Severely  Distressed  Public  Bousing  to  separate  accounts 
established  for  these  programs. 

Policy  Development  and  Research.  The  Budget  Includes  $35  million  for  research  and 
technology  activities,  a  nearly  $12  million  increase  over  funding  available  in  1993.  This 
proposed  level  underscores  the  Department's  conoitment  to  increase  the  effectiveness  of  its 
programs  and  assure  the  availability  of  reliable  information  upon  trhlch  to  base  policy  decisions. 
The  1994  agenda  spans  virtually  all  program  areas — focusing  on  the  Department's  ability  to  meet 
its  goals  and  respond  to  Congressional  mandates  and  concerns. 

Fair  Housing  Actlvitlea.  Another  principal  area  of  concern  for  the  Department  is  fair 
housing.   For  1994,  a  total  of  $21.4  million  is  proposed,  representing  an  increase  of 
$6.4  million  over  1993  funding  (43  percent).  The  Fair  Housing  Initiatives  (FHIP)  program  will 
receive  $16.9  million  of  the  proposed  funding  and  $4.5  million  will  go  to  Fair  Housing  Assistance 
Program  (FHAP). 

HOD  is  comnitted  to  increasing  its  efforts  in  enforcing  fair  housing  laws.  To  accomplish 
this  end,  a  portion  of  the  FHIP  funds  will  be  targeted  to  support  new  fair  housing  organizations 
and  expand  the  capacity  of  existing  agencies  in  unseirved  and  underserved  areas.  Efforts  will  be 
made  to  Increase  coordination  with  local  agencies  in  order  to  expedite  case  processing.   In 
addition,  steps  will  be  taken  to  end  systeioic  discrimination — especially  in  the  areas  of  mortgage 
lending  and  insurance  redlining. 

LOaO-RAHGE  FUHDIliO 

Budget  Authority.  As  noted  earlier,  the  Department  is  requesting  $26  billion  in  budget 
authority  for  1994.  By  1998,  requirements  will  increase  to  over  $38  billion.  Huch  of  the 
funding  being  proposed  will  be  used  to  'maintain*  the  Inventory  of  housing  for  low-income 
persons.  Of  the  $38  billion  estimated  for  1998,  $15  billion  (39  percent)  will  be  devoted  to 
merely  renewing  expiring  subsidy  contracts. 

Outlays.  Outlays  will  continue  to  increase  steadily  through  the  out-years.  By  1998,  total 
HOD  outlays  will  grow  to  almost  $31  billion.  This  represents  an  increase  of  $9  billion  froa  the 
19»2  level  of  $22  billion. 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY  BY  PROGRAM 

COMPARATIVE  SUMMARY,  FISCAL  YEARS  1992-1994 


HOUSING 

Homeownenhip  and  Opponunily  for  People 

Everywhere  Granis  (HOPE  Grams) 

Transfer  to  Opponunily  for  Youlh:  Youthbuild 

Proposed  Transfer  to  Severely  Distressed  Pub.  Housing 

Subtotal,  HOPE 

Annual  Contnbulions  (Subsidized  Housing): 

New  Budget  Authority 

Investment  Initiatives 

Sec.  202  Conversions  to  Capital  Grants 

Use  of  Carryover  (Net) 

Use  of  Recaptures  (Net) 

Transfers 

Rescission  of  Recaptures 

Subtotal,  Annual  Contributions  Budget  Authority  (Net).. 

Other  Assisted  Housing: 

Rescission  of  Recaptured  Sec.  236  authority 

Rescission  of  Recaptured  Preservation  authority 

Rescission  of  Recaptured  Rent  Supplement  authority 

Subtotal,  Other  Assisted  Housing 

Section  8  Contract  Renewals: 

Appropriation 

Advance  Appropriation  for  1993 

Advance  Appropriation  for  1994 

Subtotal,  Renewals 

Flexible  Subsidies  Fund 

Appropriations  and  Transfers  (Enacted) 

Investment  Initiative 

Subtotal,  Flexible  Subsidy  Fund 

Nehemiah  Housing  Opponunity  Fund: 

Appropriations  and  Transfeis  (Enacted) 

n4A  Funds: 

Mutual  Mortgage  and  Cooperative  Management 
Housing  Insurance  Funds: 

Appropriation — Program  Account 

[Federal  Credit  Limitation) 

General  and  Special  Risk  Insurance  Funds: 

Appropriation — Program  Account 

[Federal  Credit  Limitation] 

Subtotal,  FHA  Funds 

Housing  Counseling  Assistance 

Housing  for  the  Elderiy  or  Disabled: 

Capital  Grants  (Included  in  Annual  Contributions) 

Congregate  Services 

Total,  Housing 

PUBLIC  AND  INDIAN  HOUSING 

Operating  Subsidies 

Severely  Distressed  Public  Housing: 

Appropriation 

Proposed  Transfer  From  HOPE  account 

Investment  Initiative 

Subtotal,  Severely  Distressed 

Modernization 

Community  Partnerships  Against  Crime  (COMPAC): 

Appropriation 

Investment  Initiative 

Subtotal,  COMPAC 

Early  Childhood  Development  (in  ODBC  account) 

Total.  PIH 


1992                               1993 
ACTUAL                    ESTIMATE 

(Dollars  in  Thousands) 

1994 
ESTIMATE 

S361,000 

NA 
NA 

$661,000 

(40,000) 

[(300,000)) 

$109,190 
NA 
NA 

361,000 

621,000 

109,190 

7,840,201 
NA 

(792357) 
[3,098390] 
(1,168,669] 

(225,000) 
(1,036,997) 

6,578,204 

8,753,731 

NA 

(NA) 

[NA] 

[254,300] 

42,934 

(18,000) 

8,778,665 

7,777,000 

646,000 

(NA) 

[NA] 

[242,680] 

8,423,000 

-- 

(42,000) 
(42,000) 

(40,000) 
(45,515) 
(32,438) 

(117,953) 

7,585,128 

[850,000] 

NA 

6,076,135 

850,000 

[720,000] 

5,558,106 

NA 

720,000 

7,585,128 

6,926,135 

6,278,106 

50,000 
NA 

(24,000) 
NA 

65,747 

50,000 

(24,000) 
(18,934) 

65,747 

255,645 
[60,000,000] 

255,645 
(57,146,000) 

262,810 
[64,564,645] 

264,308 
(10,279,901) 

301,652 
(11,292,230) 

339,623 
(13,436,205) 

519,953 
6,525 

557,297 
6,025 

602,433 

(1317,929) 
17,700 

[1.325,291] 
21,000 

[840,074] 
6,267 

15,118,510 

16,825,188 

15,366,790 

2.450.000 


2.282,436 


2,520,808 


NA 

308,100 

NA 

(300.000) 

NA 

NA 

175,140 

NA 

(300,000) 

483,240 

(2,673,961) 

(3,100,000) 

(3,100.000) 

165.000 

175,000 

175,000 

NA 

NA 

90,000 

165.000 

175,000 

265,000 

_ISi«««J 

_I5l"9?! 

[15,000] 

2,615.000 

2,457,436 

3,269,048 
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DlirAKTMI'.NT  OK  HOUSINli  AND  URBAN  DliVIU^rMI'.NT 

HlMMiirr  AimiOKITY  HY  rKCKiKAM 

COMrAKATIVIi  SUMMARY.   I-ISCAI.  YKARS  l««2'IW4 

1992  1993  I'W-J 
ACTUAL                    ESTIMATE                  KSTIMAll-: 
(Dotlan  in  Thousands) 
GOVKRNMENT  NATIONAL  MORTGAGE  ASSOCIATION 
Mortgage -Backed  Securities: 

Apprnprialinn( Program  Account) $6,S9S  ib.OMt  $K,(W 

|l-cdcral  Credit  UiniUtion| |99.769,293|  |77,7(l«.OUO|                  |KS.l»IKl,(lll«l| 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

Home  Investment  Partnerships  Program  (HOME): 

Appropriation LSOO.OOO  1,000.000  l,0»>,6;o 

1992  Dire  Emergency  SupplemenUl  Approprialioos  Act NA  60,000  NA 

Inveslmeni  Initiative NA  NA  511,Wl) 

Proposed  Transfer  from  Annual  Contributions NA  _l^9??!                      ^^ 

Subtotal,  HOME 1.500,000  1,060.000  1,600.000 

Opportunitic!.  for  Youth:  Youlhbuild: 

Appropriation NA  ...  IK.537 

Transfer  from  HOPE  Grants NA  40,000  NA 

Inveslmeni  Initiative NA  NA  ^-^1 

Subtotal,  Youthbuild NA  40,000  4«.00<) 

Community  Developmeni  Block  Grants: 

Appropriation 3,419,239  4,025,000  4,1.33.675 

SUmulus  Initiative NA  12.536,000)  NA 

Investment  Initiative NA  NA  90,000 

Proposed  Transfer  from  Annual  Contributions NA  (40,000)  NA 

Special  Purpose  Granu |14,S00)  (60,000)  (oO.tlOilj 

Integrated  Data  Base (500)  (...)  |    j 

Earty  Childhood  Development IS.OOOJ  (5.000)  )I5.IKH)| 

Neighborhood  Development _  iw»OJ  _  i-VOOOJ  _  J5JIHHM 

Subtotal,  CD  Grants 3,419,239  4,025,000  4.223.67.S 

Section  108  Loans  (Federal  Credit  UmilaUon) (225,000|  (2,000,000)  (2.054.000) 

Urban  Development  Action  Granu (19,239)  (25,000) 

Homeless  Programs: 

Shelter  Plus  Care 110,533  266,550  27,V74- 

Supponive  Housing 

Appropriation 150,000  150,000  154,050 

Stimulus  Initiative NA  (423,000)  NA 

Investment  Initiative NA                          NA  L*£'!i'^ 

Subtotal,  Supportive  Housing 150,000  150,000  319.968 

Emergency  Shelter  Grants 73,164  50,000  51,350 

Supplemental  Assistance  for  Fadlilies 

to  Assist  the  Homeless 11,263 

Section  8  Mod.  Rehab.  SRO ^'>i-^  L"!'???  L"!-?.'^ 

Subtotal,  Homeless  (McKinney  Act) 449,959  571,550  7.52,90(1 

I  InuMngOpportunilicK  for  Persons  with  AIDS  a/ Jil:™!!  i'?!:''!!'?!  i'?^.;^!'"] 

Subtotal,  I  lomdcss H^Tll'T!  iL"!?1;''^!!  i'*''^j."i'*!! 

Total,  CPD 5349,959  5,671,550  6,624,575 

POLICY  DEVELOPMENT  AND  RESEARCH 

Research  and  Technology 25,000  23,250  35.000 

OFFICE  OF  LEAD  -  BASED  PAINT  AND  POISONING  PREVENTION 

Lead-Based  Paint  Hazard  Reduction  Program  a/ (47.707)  (100,000)  (100,000) 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

Fair  Housing  Assistance  Program 5,000  4,400  4.5 1<> 

Fair  Housing  Initiatives  Program 8,000  10,600  16.900 

Subtotal  FHEO 13,000  15,000  21.419 


B-2 


252 


DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY  BY  PROGRAM 

COMPARATIVE  SUMMARY,   FISCAL  YEARS  1992-1994 


DEPARTMENTAL  MANAGEMENT 

Salaries  and  Expenses,  HUD 

Transfers  from  FHA  Funds  and  GNMA  Funds 

Subtotal,  Salaries  and  Expenses 

Salaries  and  Expenses,  Office  of  Inspector  General 

Transfers  from  FHA  Funds 

Subtotal,  GIG 

Salaries  and  Expenses,  Offlce  of  Federal  Housing  Oversight: 
Transferfrom  FNMA/FHLMC 

Total,  Departmental  Management 

Total,  HUD  Budget  Authority 


1992                             1993 
ACTUAL                  ESTIMATE 

(DoUars  in  Thousands) 

1994 
ESTIMATE 

$442,003                        $452,767 
[441,595)                        [439,433) 

$465,553 
(452,910) 

[883,598]                      (892,200) 

(918,463) 

35,020                            36,012 
[9,645]                          (10,148) 

[44,665]                       J^j}^} 

36,149 
[10,190] 

(46,160) 

_NA                              3,000 
477,023                          491,779 

5,742 
507,444 

23.605.087                     25.491.139 

25,?32,?)4 

RECONCILIATION  TO  TOTAL  HUD  BUDGET  AUTHORITY 


ADD: 

MANDATORY  PROGRAMS 

t^A  Funds  (Appropriations  &  Borrowing  Authority).. 

Homeownei^hip  Assistance  Fund 

Section  202  Loan  Fund 

Manufactured  Home  Inspection  and  Monitoring 

Interstate  Land  Sales  Registration 

Public  Housing  Loan  Fund 

Gifts  and  Bequests 

Subtotal,  Mandatory  Programs 


REAPPROPRIATIONS 

Reappropriations — Rental  Housing  Development  (HoDAG) 

PROPOSED  SUPPLEMENT ALS 


1,531,273 

975,632 

630,885 

(10,426) 

(2,706) 

(3,086) 

44,511 

47,534 

7,601 

6,936 

6,700 

6,700 

394 

550 

550 

50,000 

50,000 

25,000 

5 

5 

1,622,688 


1,077,715 


2,750 


667,655 


Economic  Stimulus  Proposals: 

Community  Development  Block  Grants.. 
Supportive  Housing 


Transfer  of  Dire  Emergency  Supplemental  Funding: 

From  Annual  Contributions 

To  HOME 

To  Community  Development  Block  Grants 


Transfer  of  1993  Funding  to  new  Program  Accounts: 

From  HOPE  account  —  Pub.  Housing  Revitalization.. 
To  Severely  Distressed  Public  Housing 


Subtotal,  Supplemental  Appropriations  and  Transfers.. 


LESS: 

OFFSETTING  RECEIPTS 

Offsetting  Receipts 

Subtotal,  Reconciliation  Items 

Total,  HUD  Net  Budget  Authority.. 


INTERAGENCY  COUNCIL  ON  THE  HOMELESS  .. 
a/  Funded  within  the  Annual  Contributions  account. 


NA 

,    NA 

2,536,000 
423,000 

NA 
NA 

NA 
NA 
NA 

(100,000) 
60,000 
40,000 

NA 
NA 

NA 

NA 
NA 

(300,000) 
300,000 

NA 

NA 

NA 

2,959,000 

NA 

(262,240) 

(299,315) 

(413,585) 

1360,448 

3,740,150 

254,070 

24.965.535 

22i2L2S2 

26.086.384 

[1,083] 


[900] 


[910] 
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niil'AKTMI'.N'l  OI-°  IIOUSINti  AND  UKHAN  DliVI-I.OPMIiNT 

OUTLAYS  BY  PROGRAM 

COMPAKATIVB  SUMMARY    FISCAL  YEARS  1992- 1994 


1992  1993 
PROGRAMS                                          ACTUAL             ESTIMATE 

(Dollars  in  Thousands) 
DISCRETIONARY  PROGRAMS 

HOUSING/PUBLIC  AND  INDIAN  HOUSING  PROGRAMS 

HOPE  Grants ...  $59,078 

Subsidized  Housing: 

Seclion  8  and  Public  Housing $13,642,139  13.390,300 

Other  Subsidized  Housing 782,212  760,114 

Contract  Renewals 1,509,914  3,081,840 

Subtotal.  Subsidized  Housing 15,934,265  17.232,254 

Housing  for  the  Elderly  or  Disabled  (Grants)  a/ (S01,428|  |571,631| 

Flexible  Subsidies  Fund (14,593)  27,331 

FFIA  Mortgage  and  Loan  Insurance  Funds: 

Mutual  Mortgage  and  Cooperative  Management 

Housing  Insurance  Funds 255,645  255,645 

General  and  Special  Risk  Insurance  Funds 207320  282,381 

Subtotal  FHA  Funds 462,965  538.026 

Housing  Counseling  Assistance. 5,593  6,800 

Congregate  Services 5,087  6,000 

Public  Housing  Operating  Subsidies 2.162,451  2,406.084 

Severely  Distressed  PuMic  Housing NA 

Community  Partnerships  Against  Crime. 37,173  210,428 

Nehemiah  Housing  Opponumty  Fund 3,136  21,000 

Rental  Housing  Dcvelopmeni  Grants  (HoDAG) ^h^l  _  ^^??5 

Subloul,  Housing/PIH  Prognms 18,609,294  20,549.006 

GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 
Guarantees  of  Mongage- Backed  Securities  (MBS): 

Program  Account  -  Administralive  Expenses 6,595  6,936 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME 2,735  277,400 

Oppoclunilies  for  Youth:  YouthbuiM NA 

Community  Devdopmenl  Block  Cnatt 3,090,281  3310,960 

Urten  Development  Action  Grants. 51,604  50,000 

Urban  Homesteading 2,2(8 

Assistance  for  Solar  and  Conservation  ImproveiBefHs 7  7S 

Homeless  Programs: 

Shelter  Plus  Care ...  10,000 

Supportive  Housing 69,427  211,900 

Emergency  Shelter  Cranu 71,041  70,000 

Suppl.  Assistance  for  FacUHies  to  AsBt  tke  Hoadca.  3,439  5,000 

Section  8  Moderate  Rehab.  SRO  b/ 7,293  20,000 

Housing  Opponunities  for  Penoas  with  AIDS  c/ ...  7^85 

Subtoul,  Homeless  Prograais „ ISIJOO  .324J85 

Subtotal,  CPD _ „ 3^98.095  4.462.720 

POUCY  DEVELOPMENT  AND  RESEARCH 

Rescardi  and  Technology. 23.219  24,000 

FAIR  HOUSING  AND  EQUAL  OPPORTUNITY 

Fair  Houstag  AnisUacc  Prograa _ 6,964  3314 

Fair  Housing  Initiatives  Program _ 4;6SS  3.891 

Sutaotal,  FHEO „ 11,599  7,215 

OFFICE  OF  LEAD- BASED  PAINT  AND  POISONING  PREVENTION 

Lead-Based  Paial  Hazard  Rcdaclioa  Propwa  e/ ...  14.770 

DEPARTMENTAL  MANAGEMENT 

Salaries  aad  Eipeascs,  Aocoaato. , 4MJB32  511.634 

OffisctUag  Receipts .i^J^r*")  _i???."i'i) 

Total,  HUD  Diacretioaary  OotUyi. 22.I47J94  25.276,956 


$136,115 

14,073,000 

664,045 

_4,II.3.1^S*( 

18,850.203 

|997.054| 

159,553 


262,810 
327,962 

590.772 

6.052 

6.000 

2.528,881 

30.000 

185,434 

.33.532 

L375 

22.527,917 


8.038 


855.602 

4.000 

4,983,255 

50,000 


43.184 
312.500 
57,703 
8.000 
3iJ8ll 
M,676 

_4«7.«74 
6J80.731 


28,247 

4.790 
8,910 

13,7I» 

61.695 

504,472 
_  ^413,585) 
29.111.215 
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DliPARTMIiNT  Ob  HOUSING  AND  URBAN  UhVliLOPMUN T 

OUTLAYS  BY  PROGRAM 

COMPARATIVE  SUMMARY    FISCAL  YEARS  1992-1994 

1992  1993  19'>4 

PROGRAMS  ACTUAL  ESTIMATE  ESTlMATli 


MANDATORY  PROGRAMS 

Mortgage  and  Loan  Insurance  Programs: 

Mu(ual  Mortgage  and  Cooperative  Management 

Housing  Insurance  Funds 

General  and  Special  Risk  Insurance  Funds 

Rental  Housing  Assistance  Fund 

Section  202  Loan  Fund 

Nonprofit  Sponsor  Assistance 

Homeownership  Assistance  Fund 

Manufactured  Home  Inspection  and  Monitoring 

Interstate  Land  Sales 

Community  Disposal  Operations  Fund 

Low-Rent  Public  Housing  Loan  Fund 

Guarantees  of  Mortgage  — Backed  Securities 

Management  and  Liquidating  Functions  Fund 

Section  108  Loan  Guarantees 

Revolving  Fund  (Liquidating  Programs) 

Gifts  and  Bequests 

Total  HUD  Net  Mandatory  Outlays 

Total  HUD  Net  Outlays 

Total,  HUD  Discretionary  Outlays 

Total  HUD  Net  Mandatory  Outlays 

Interagency  Council  on  the  Homeless |1,264)  |1,0541  (1.05-4| 

a/  Included  within  Subsidized  Housing  outlays. 

b/  Outlays  include  amounts  funded  within  the  Annual  Contributions  account. 

c/  Funded  within  the  Annual  Contributions  account. 


$903,584 

($197,664) 

($302,610) 

1,089,410 

904,738 

468.574 

52 

1.648 

485,094 

262,438 

7.440 

15 

(400) 

(400) 

(9,852) 

(3,712) 

(3.086) 

6,597 

6,800 

6,900 

370 

579 

550 

(3) 

(32) 

138,325 

120,648 

.S9,h52 

(353,740) 

(364,237) 

(493,186) 

(4.494) 

(4,099) 

(3.993) 

(32,214) 

(35,000) 

(25,000) 

99,591 

49,350 
5 

20,195 

2,322,735 

741,062 

(234.959) 

24,470,129 

26,018,018 

28.876.256 

22,147,394 

25,276,956 

29.111.215 

2.322,735 

741,062 

(234.959) 
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DISCRETIONARY  PRCXjRAMS 


DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

BUDGET  AUTHORITY 
LONG-RANGE  PROJECTIONS — FISCAL  YEARS  1995-1998 

1995  1996  1997  I9<;8 

ESTIMATE       ESTIMATE       ESTIMATE       ESTIMATE 
(Dollars  in  Thousands) 


Homeownership  and  Opportunity 

for  People  Everywhere  Grants 
Annual  Contributions 
Other  Assisted  Housing 
Section  8  Contract  Renewals 
Advance  Appropriation 
Flexible  Subsidies 
FHA  Funds: 

Mutual  Mortgage  and  Cooperative 
Management: 

Appropriation -Program  Account 
[Federal  Credit  Limitation] 
General  and  Special  Risk 
Insurance  Funds: 

Appropriation -Program  Account 
[Federal  Credit  Limitation) 
Subtotal -FHA  Funds 
Housing  for  the  Elderly  or  Handicapped 
Capital  Grants 
Congregate  Services 

Severely  Distressed  Public  Housing 

Operating  Subsidies 

Community  Partnerships  Against  Crime 

(New  Proposal) 
Early  Childhood  Development 

(Included  in  CDBG) 

Mortgage -Backed  Securities: 
Appropriation -Program  Account 
[Federal  Credit  Limitation] 

Youthbuild 

HOME  Investment  Partnerships  Grant 

Program 
Community  Development  Block  Grants 
Section  108  Loan  Guarantees  Level 
Homeless  Programs: 
Shelter  Plus  Care 

Supportive  Housing  for  the  Homeless 
Emergency  Shelter  Grants 
Section  8  Mod  Rehab  (SRO) 
Housing  Opportunities  for  People  with 

AIDS 

Total  Homeless 


107,546 

9,384,497 

(103,948) 

7,341,708 

[800,000] 

106,415 

80,388 

9,889,149 

(87,454) 

14,449,759 

[800,000] 

103,139 

43,692 

10,415,483 

(74,846) 

15,708,614 

[800,000] 

99,749 

10,974,743 

(63,527) 

15,171,049 

[800,000] 

96,240 

269,943 
[66,243,326] 

276,392 
[67,899,409] 

271,907 
[69,596,894 

280,686 
[71,336,816] 

350,536 

[13,149,938] 

620,479 

349,927 

[12,868,911] 

626,319 

349,467 

[13,199,975] 

621,374 

355,763 

[13,249,817] 

636,449 

6,228 


6,181 


6,048 


600,000 
2,545,905 

600,000 
2,599,615 

600,000 
2,654,990 

600,000 
2,712,593 

325,000 

325,000 

325,000 

325,000 

[15,806] 

[16,201] 

[16,606] 

[17,021] 

8,200 
[88,000,000] 

8,429 
[91,000,000] 

8,661 
[94,000,000] 

8,900 
[97,000,000] 

80,000 
1,600,000 

80,000 
2,200,000 

80,000 
2,200,000 

80,000 
2.200,000 

4,341,151 
[2,107,404| 

4,447,180 
[2,160,089] 

4,555,860 
[2,214,091] 

4,667,257 
[2,269,444] 

308,950 

375,091 

57,954 

121,703 

310,186 

376,623 

58,186 

122,190 

311,458 

378,185 

58,425 

122,691 

312,766 

379,777 

58,670 

123,206 

[115,907] 
[979,605] 

[116,371] 
(983,556) 

[116,848] 
[987,607] 

[117,339] 
1991,758] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
BUDGET  AUTHORITY 
LONG-RANGE  PROJECTIONS 
FISCAL  YEARS  1995-1998 


Research  and  Technology 

Lead -Based  Paint  Hazard  Reduction 

Fair  Housing  Assistance  Program 

Fair  Housing  Initiatives  Program 

Total,  FHEO 

Salaries  and  Expenses,  HUD 

FHA  Transfer: 

MMI  &  CMHI 

Gl  &  SRI 

GNMA  Transfer 

Subtotal  S&E  (including  Transfers).... 

Office  of  the  Inspector  General 

FHA  Transfers: 

MMI  &  CMHI 

Gl  &  SRI 

Subtotal  OIG  (including  Transfers).... 

Office  of  Federal  Housing  Enterprise 
Oversight 

Total  HUD  Gross  Discretionary  Budget 
Authority 

Offsetting  Receipts 

Total,  HUD  Net  Discretionary  BA 

MANDATORY  PROGRAMS 

FHA  Funds: 

Gl  &  SRI  Funds: 

Authoirity  to  Borrow. 

Appropriation 

Homeownership  Assistance  Fund 

Manufactured  Home  Inspection  and 

Monitoring 

Interstate  Land  Sales  Registration 

Gifts  and  Bequests 

Total,  HUD  Net  Mandatory  BA. 

Total,  HUD  Net  Budget  Authority 

INTERAGENCY  COUNCIL  ON  THE 
HOMELESS 


1995 
ESTIMATE 

1996                    1997 
ESTIMATE       ESTIMATE 
(Dollars  in  Thousands) 

1998 
ESTIMATE 

$35,000 

$35,000 

$35,000 

S35,0(X) 

[100,000] 

[100.000] 

[100,000] 

[100,000] 

4,636 
19,900 

4,752 
22,900 

4,871 
26,000 

4,993 
26,000 

24,536 

27,652 

30,871 

30,993 

478,204 

489,628 

481,417 

497,016 

[263,650] 

[193,299] 

[8,200] 

[269,952] 

[197,919] 

[8,429] 

[265,601] 

[194,729] 

[8,661] 

(274,173] 

[201,014] 

[8,900] 

[944353] 

[965,928] 

[950,408] 

[981.103] 

37,118 

37,990 

37,196 

38,415 

6,292 
4,171 

[6,440] 
[4,268] 

[6306] 
[4,178 

(6,512| 
[4315] 

[10,463] 

[10,708] 

[10,484] 

[10,827] 

5,936 

6,125 

6,320 

6,522 

28.407,673 

36,791285  ■ 

38.706.188 

38,891.069 

(456.657) 

(459.181) 

(456264) 

(466,160) 

27,951,016 

36332,104 

38249,924 

38,424.909 

106,177 

230,000 

(3,408) 

68,078 
60,000 
(3,490) 

46353 
(3,570) 

46353 
(3,546) 

6.700 
550 

5 

6,700 

550 

5 

6,700 

550 

5 

6,700 

550 

5 

340,024 

131,843 

50,038 

50.062 

28291.040 

36.463.947 

38299,962 

38,474,971 

[921] 


[938] 


[950] 


|977| 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

OUTLAYS 
LONG-RANGE  PROJECTIONS 
FISCAL  YEARS  1 995  - 1 998 


1995 
ESTIMATE 


DISCRETIONARY  PROGRAMS 


.1996 
ESTIMATE 


1997 
ESTIMATE 


(Dollars  in  Thousands) 


1998 
ESTIMATE 


Homeownership  and  Opportunity 

for  People  Everywhere  Grants 

Annual  Contributions 

Other  Assisted  Housing 

Section  8  Contract  Renewals 

Flexible  Subsidies 

FHA  Funds: 
Mutual  Mortgage  and  Cooperative 

Management: 

Program  Account 

General  and  Special  Risk 

Insurance  Funds: 

Program  Account 

Subtotal -FHA  Funds 

Housing  Counseling  Assistance 

Congregate  Services 

Severely  Distressed  Public  Housing 

Operating  Subsidies 

Community  Partnerships  Against  Crime 
(New  Proposal) 

Mortgage -Backed  Securities: 
Program  Account 

Youthbuild 

HOME  Investment  Partnerships  Program. 

Community  Development  Block  Grants 

Urban  Development  Action  Grants 

Homeless  Programs: 

Shelter  Plus  Care 

Supportive  Housing 

Emergency  Shelter  Grants 

Section  8  Mod  Rehab  (SRO) 

SAFAH 

Housing  Opportunities  for  Persons  with 

AIDS 

Total  Homeless 


$200,987 

$190,346 

$152,332 

$137,176 

4,744,145 

14,532,086 

14,117,997 

13,777,86^ 

758,233 

752,601 

748,288 

745,128 

5,011,309 

5,850,000 

6,790,000 

7,804.001) 

48,556 

77,280 

72,985 

68,5.W 

269,943 


230,500 


8,200 


276,392 


271,907 


299,200 


8,429 


325,000 


8,661 


280,686 


341,174 

344,138 

341,093 

348.279 

611,117 

620,530 

613,000 

628,965 

1,304 

652 

5,236 

5,739 

6,835 

7,905 

133,638 

220,212 

328,751 

427.751 

,529,969 

2,570,361 

2,624,551 

2,680,934 

325,000 


8,900 


13,840 
1,342,200 
4,950,730 

50,000 

25,648 
1,615,073 
4,412,893 

50,000 

41,040 
1,719,091 
4,384,517 

50,000 

54,240 
2,026,000 
4,478,758 

14,054 

71,263 

239,195 

59,353 

50,409 

6,000 

102,181 

203,582 

56,338 

61,886 

5,200 

133,226 

266,995 

58,184 

74,080 

5,081 

164,398 

.325,328 

58,402 

86,324 

155,076] 
[481,296] 

[79,082] 
[508,269] 

[102,380] 
[639,946] 

[118,389] 
[752,841] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

OUTLAYS 
LONG-RANGE  PROJECTIONS 
RSCAL  YEARS  1995-1998 


Research  and  Technology 

Lead -Based  Paint  Hazard  Reduction 

Fair  Housing  Assistance  Program 

Fair  Housing  Initiatives  Program 

Total,  FHEO 

Salaries  and  Expenses,  HUD 

Office  of  the  Inspector  General 

Office  of  Federal  Housing  Enterprise 
Oversight 

Total  HUD  Gross  Discretionary  Outlays 

Offsetting  Receipts 

Toul  HUD  Net  Discretionary  Outlays 

MANDATORY  PROGRAMS 

FHA  Funds: 

Gl  &  SRI  Funds  Outlays 

MMI  &  CMHI  Outlays 

Section  202  Loan  Fund 

Nonprofit  Sponsor  Assistance  Fund 

Homeownership  Assistance  Fund 

Manufactured  Home  Inspection  and 

Monitoring 

Interstate  Land  Sales  Registration 

GNMA  Mortgage— Backed  Securities 

GNMAREMICs 

GNMA  Management  and  Liquidating 

Public  Housing  Loan  Fund 

Revolving  Fund 

Section  108  Loans 

Gifts  and  Bequests 

Total,  HUD  Net  Mandatory  Outlays 

Total,  HUD  Net  Outlays 

INTERAGENCY  COUNCIL  ON  THE 
HOMELESS 


1995 
ESTIMATE 

1996                    1997 
ESTIMATE       ESTIMATE 
(Dollars  in  Thousands) 

1998 
ESTIMATE 

$32,966 

$33,560 

$33,913 

$34,664 

[96,695] 

[109,540] 

[100,000] 

[100.000] 

4,442 
14,030 

4,560 
16,375 

4,677 
20,200 

4,794 

23,235 

18,472 

20,935 

24,877 

28.029 

475,294 

486,999 

483,305 

493,428 

36,895 

37,790 

37379 

38,135 

5.936 

6,125 

6,320 

6,522 

31,635,747 

32245.646 

33.106,408 

34,420,449 

(456,657) 

(459,181) 

(456,264) 

(466,160) 

31,179,090 

31,786,465 

32,650,144 

33,954,289 

214.525 

22,738 

(77.358) 

(52,079) 

(710,481) 

(995,636) 

(1,120,756) 

(1,468,337) 

(172) 

(183) 

(322,986) 

(519,874) 

(400) 

(400) 

(149) 

(3.408) 

(3,490) 

(3,570) 

(3,546) 

7.100 

7,200 

7300 

7,300 

550 

550 

550 

550 

(351,069) 

(353,686) 

(362.871) 

(369,845) 

(146,000) 

(146,000) 

(146,000) 

(146,000) 

(3,709) 

(3,643) 

(2,731) 

(2,202) 

57,671 

50,145 

42,689 

35,781 

(52,000) 

(48.000) 

(44,000) 

(40.000) 

(20,000) 

(10,000) 

(10,000) 

(1(),0(K)) 

5 

5 

5 

5 

(1.007.388) 

(1.480.400) 

(2.039.877) 

(2.568,247) 

30,171,702 

30,306,065 

30,610,267 

31,386,042 

[920] 


(936) 


[949) 


[974] 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVEI.OPMI  N  I 
FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMEN  1 
(Excludes  Terminal  Leave) 


1992  1993  1994 

ACTUAL  ESTIMATE  ESTIMATE 


Housing: 

Washington 

Field 

Total 

Public  &  Indian  Housing: 

Washington 

Field 

Total 

Government  National  Mortgage  Assn.: 
Washington 

Community  Planning  &  Development: 

Washington 

Field 

Total 

Policy  Develop.  &  Research: 
Washington 

Fair  Housing  &  Equal  Opportunity: 

Washington 

Field 

Total 

Departmental  Management: 
Washington 

Office  of  Lead -Based  Paint: 
Washington 

Chief  Financial  Officer: 
Washington 

Office  of  General  Counsel: 
Washington 

Field  Legal  Services: 
Field 

Office  of  Administration: 
Washington: 

Admin.  &  Staff  Services 

Working  Capital  Fund 

Total 


1N(  R1A:>; 

Dl-.CKI'ASI 

199.;  \N  IS 


.S.773 
6,804 


193 
I..352 
1,545 


70 


270 

818 

1,088 


128 


1.58 
566 

724 


116 


15 


32 


217 


320 


686 

348 
1,034 


995 

5.251 
6,246 


210 
1.368 
1,.578 


69 


261 

784 

1,045 


124 


1.59 
543 
702 


113 


21 


34 


203 


305 


675 

380 

1,055 


974 
5.149 
6,123 


205 
1.340 
1,545 


72 


255 

767 

1,022 


121 


1.55 
531 
686 


111 


23 


32 


202 


304 


668 

375 

1,043 


:7 


-4 

12 
16 


-7 


15 
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DEPARTME^4T  OF  HOUSING  AND  URBAN  DEVELOPMENT 
FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 
(Excludes  Terminal  Leave) 

INCREASE  (+) 
1992  1993  1994  DECREASE  (-) 

ACTUAL  ESTIMATE  ESTIMATE  1994  vs  1993 

Field  Direction  &  Operational  Support: 
Field „..„ 524  469  463  -6 

Field  Administration: 
Field ..- 925 

Subtotal,  Departmental  FTE .         13,542 

Office  of  Inspector  General: 

Washington 125 

Field _ 433 

Total._ 558 

Federal  Hsg  Enterprise  Oversight ^ 

Total,  Full-Time  Equivalent  Staff 14,100 


Recapitulation: 

Washington - 3,389  3,386  3,340  -46 

Field: 

Regions „ _..- - 10,278 

Inspector  General _.  433 

Subtotal,  Field „ 10.711 

Total,  FuU-Time  Equivalent  Staff 14,100  13,494  13,275  -219 


965 

957 

^8 

12,929 

12,704 

-225 

127 

117 

-10 

423 
550 

424 
541 

1 
-9 

15 

30 

15 

13,494 

13,275 

-219 

9,685 

9.511 

-174 

413 

424 

1 

10.108 

9.935 

-173 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

HOMEOWNERSHIP  AND  OPPORTUNITY  FOR  PEOPLE  EVERYWHERE  GRANTS 
(HOPE  GRANTS) 


PROGRAM  HIGHLIGHTS 

ACTUAL 
1992 

Budget  Authority! 

Appropriation $136,000 

Transfer  from  Annual  Contributions..  225,000 

Transfer  to  Other  Accounts NA 

Total  Budget  Authority 361,000 

HOPE  1 161,000 

HOPE  2 95,000 

HOPE  3 95,000 

Elderly  Independence  (Services)..  10,000 

Youthbuild NA 

Severely  Distressed  Pub.  Hsg.. ...  NA 

Budget  Outlays ... 

Program  Level i 

Unreserved  Balance,  start  of  year.  ... 

Recaptures ... 

Appropriation 361,000 

Reservations 181,012 

Unreserved  Balance,  end  of  year...  179,988 


BUDGET 

ESTIMATE 

1993 


CURRENT  INCREASE  + 

ENACTED    ESTIMATE   ESTIMATE   DECREASE  - 
1993        1993       1994   1994  vs  1993 
(Dollars  in  Thousands) 


51,010,246   5661,000   5661,000   5109,190   -5551,810 


NA 


450,000 

325,000 

225,000 

10,246 

NA 

NA 

117,745 


1,010,246 
1,010,246 


1,010,246    661,000 


161,000 

95,000 

95,000 

10,000 

NA 

300,000 

NA 


NA 
NA 
361,000 
NA 
NA 


-340,000 
321,000 

136,000 
80,000 
95,000 
10,000 
40,000 

300,000 


179,988 

1,500 

321,000 

425,504 

76,984 


NA 


109,190 

57,690 
11,500 
40,000 

NA 
NA 


76,984 


109,190 
186,174 


+340,000 
-211,810 

-78, 310 
-68,500 
-55,000 
-10,000 
NA 
NA 


59,078    136,115    +577,037 


-103,004 

-1,500 

-211,810 

-239,329 

-76,984 


SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST.   The  Budget  requests  an  appropriation  of  5109.2  million  for 
HOPE  homeownership  grants  in  1994.   The  Department  is  requesting  a  single  appropriation  for  the 
three  homeownership  programs,  HOPE  1,  HOPE  2  and  HOPE  3,  rather  than  separate  set-asides  as  in 
the  past.   The  Budget  requests  that  up  to  one  and  one-half  percent  of  the  amount  appropriated  be 
available  for  technical  assistance,  as  authorized  in  the  Housing  and  Community  Development  Act  of 
1992.   No  further  appropriation  is  requested  for  the  Elderly  Independence  program. 

2.  CHANGES  FROM  1993  BUDGET  ESTIMATES.   The  HOPE  homeownership  programs  were  again  funded 
at  a  level  of  5351  million,  the  same  level  as  in  1992,  the  initial  year  for  these  programs.   In 
the  1993  Budget  a  total  appropriation  of  51  billion  was  proposed.   The  1993  Appropriation  Act 
also  included  5300  million  for  the  Revitallzation  of  Severely  Distressed  Public  Housing.   The 
Housing  and  Community  Development  Act  of  1992  authorized  the  shift  of  resources  appropriated  for 
HOPE  homeownership  grants  to  the  new  Youthbuild  program.   The  Department  proposes  to  draw 

525  million  from  HOPE  1  and  515  million  from  HOPE  2  in  1993  for  this  purpose.   The  540  million 
for  Youthbuild  and  the  5300  million  appropriated  for  Severely  Distressed  Public  Housing  in  1993 
are  proposed  for  transfer  to  separate  accounts  being  established  for  these  programs.   The  1994 
Budget  proposal  for  Youthbuild  is  included  with  programs  administered  by  the  Assistant  Secretary 
for  Community  Planning  and  Development  elsewhere  in  these  Justifications,  and  the  proposal  for 
Severely  Distressed  Public  Housing  is  included  with  programs  administered  by  the  Assistant 
Secretary  for  Public  and  Indian  Housing. 


3.   EXPLANATION  OF  INCREASES  AND  DECREASES.   The  Budget  proposes  that  the  HOPE  homeownership 
programs  be  reduced  in  1994.   Based  on  this  proposal,  it  is  planned  to  not  offer  further  planning 
grants  in  1993  and  1994.   Funding  of  implementation  grants  in  1994  would  be  allocated  to  tt;e 
recipients  of  1992  planning  grants  and  to  new  recipients. 

The  distribution  of  the  1994  appropriation  for  implementation  grants,  among  the  three 
components,  is  based  upon  prior  planning  grants  and  1993  estimates  of  implementation  grants. 
This  distribution  may  be  adjusted  based  upon  actual  1993  activity  with  additional  funds  made 
available  for  new  HOPE  3  grants  to  the  extent  possible. 
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Homeownershlp  and  Opportunity  for  People  Everywhere  (HOPE)  Grants 

PROGRAM  DESCRIPTION 

General .   Homeownershlp  grants  may  be  made  directly  to  certain  types  of  resident 
organizations  in  multifajnily  housing,  as  well  as  to  public  and  private  nonprofit  agencies  who 
wish  to  sponsor  a  HOPE  program.   Grant  recipients  will  acquire  housing  units  and  provide  low- 
income  persons  with  the  financial  assistance,  expertise,  and  support  needed  for  them  to  afford 
and  maintain  homes. 

The  prograin  is  divided  by  three  types  of  eligible  housing  inventory.   HOPE  1  Grants  will 
make  possible  the  purchase  of  units  from  the  existing  stock  of  Public  and  Indian  housing.   HOPE  2 
Grants  will  be  available  for  multifamily  housing  that  is  HUD-insured  or  government-owned.   HOPE  3 
Grants  will  be  made  for  single  family  housing  of  4  units  or  less  which  is  owned  by  HUD  or  othei 
government  agencies  at  the  Federal,  State,  and  local  level. 

Two  types  of  grants  are  authorized.   Planning  grants  were  awarded  in  1992  for  the 
development  of  resident  management  organizations  and  skills;  technical  assistance  for  the 
establishment  of  cooperative  and  condominium  associations,  mobilizing  community  support  systems, 
feasibility  studies,  appraisals,  preliminary  architectural  and  engineering  assessments,  and  other 
activities  designed  to  build  and  evaluate  the  capacity  of  sponsors  to  carry  out  a  successful 
homeownership  program. 

Implementation  grants  are  provided  for  the  acquisition  and  rehabilitation  of  properties, 
mortgage  subsidies,  replacement  reserves,  operating  subsidies  for  multifamily  projects, 
counseling  and  training  of  residents,  security  measures,  and  other  activities  directed  to  making 
homeownership  affordable  and  practical  for  low-income  persons. 

Sponsors  must  raise  the  equivalent  of  25  percent  of  HOPE  1  implementation  grants  and 
33  percent  of  HOPE  2  and  3  implementation  grants  in  matching  resources  which,  in  addition  to 
cash,  may  include  in-kind  contributions  such  as  the  present  value  of  reductions  in  taxes  and  fees 
by  State  and  local  governments,  infrastructure  improvements,  donations  of  real  property,  sweat 
equity  and  other  donated  labor.   Funds  used  for  multifamily  operating  expenses  and  public  housing 
replacement  housing  are  excluded  from  matching  requirements. 

Eligible  low-income  families,  earning  at  or  below  80  percent  of  local  area  median  incomes, 

who  are  offered  the  opportunity  to  buy  homes  in  the  HOPE  programs  may  not  be  required  to  pay  more 

than  30  percent  of  their  adjusted  income  per  month  for  principal.  Interest,  taxes,  and  insurance 
to  complete  the  sale. 

J^plicants  may  receive  approval  to  use  up  to  $250,000  from  their  grants  funds  to  provide 
business  planning  and  job  training  for  residents,  and  other  activities  that  promote  economic 
development  and  community  self-sufficiency. 

Because  of  the  Department's  strong  emphasis  on  producing  affordable  homeownership 
opportunities  at  the  lowest  possible  cost,  a  number  of  cost  limits  have  been  imposed.   In 
addition  to  the  maximum  grant  levels,  other  limitations  apply  to  maximum  acquisition, 
rehabilitation,  and  administrative  costs  covered  by  HOPE  grants,   within  these  limitations  there 
is  expected  to  be  wide  variation  in  per  unit  costs,  based  on  differences  in  the  condition  of 
properties,  the  cost  of  acquisition,  the  composition  of  matching  resources,  and  area  housing 
markets.   The  selection  system  for  the  program  encourages  efficient  use  of  Federal  dollars. 

Grants  are  awarded  on  the  basis  of  national  selection  criteria,  taking  into  consideration 
regional  diversity.   Amended  program  guidelines  for  HOPE  homeownership  grants  were  issued  in  the 
January  14,  1992  Federal  Register,  and  the  final  rules  will  be  published  during  1993. 

Additional  features  of  each  of  the  three  HOPE  homeownership  programs  and  the  Elderly 
Independence  demonstration  program  are  described  below. 

A.   HOPE  for  Public  and  Indian  Housing  Homeownership  (HOPE  1  Grants!. 

This  program  is  administered  by  the  Assistant  Secretary  for  Public  and  Indian  Housing. 
Introducing  homeownership  to  Public  and  Indian  Housing  projects  provides  residents  with  the 
opportunity  to  change  their  living  conditions  and  improve  their  economic  status.   HOPE  1  creates 
a  single  funding  source  for  the  activities  needed  to  implement  successful  homeownership  programs 
within  public  and  Indian  housing.   The  program  offers  low-income  families,  PHAs/IHAs  and 
community-based  nonprofit  organizations  the  ability  to  conduct  neighborhood  revltallzatlon 
through  homeownership  and  replBcentent  housing. 
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In  addition  to  low-income  families,  families  and  individuals  residing  in  a  HOPE  1 
project  on  the  date  an  ijnplementntion  grant  is  approved  for  it,  as  well  as  those  who  are  assisted 
under  a  housing  program  (other  than  mortgage  insurance  programs)  administered  by  HUD  or  the 
Department  of  Agriculture,  are  eligible  to  purchase  HOPE  1  homes. 

Resident  Management  Corporations  (RMCs),  Resident  Councils  (RCs),  and  Cooperatives  are 
eligible  to  apply  directly  for  HOPE  1  grants.   Other  nonprofit  and  public  sponsors  who  apply  for 
HOPE  1  grants  must  obtain  board  resolutions  from  the  RMCs  or  RCs,  where  they  exist,  for  the 
eligible  properties  indicated  in  the  application.   If  RHCs  or  RCs  are  not  in  existence,  sponsors 
are  required  to  propose  the  establishment  of  a  resident  organization  promptly  after  the  effective 
date  of  the  grant  agreement.   Inexperienced  RCs  are  encouraged  to  apply  jointly  with  nonprofit 
agencies  which  have  managed  housing  programs. 

Estimated  program  levels  for  HOPE  1  are  shown  in  the  following  table: 

Actual  Estimate  Estimate 

1992  1993        1994 
(Dollars  in  Thousands) 

Planning  Grants $30,807 

Implementation  Grants 24,396  $241,797  $57,690 

Budget  Authority  (Enacted  or  Requested)....         161,000  161,000     57,690 

Transfer  to  Youthbuild ^^_Lii  -25,000    __^.l^ 

Net  Budget  Authority 161,000  136,000     57,690 

Budget  Outlays ...  24,288     55,626 

The  budget  authority  listed  for  1994  is  an  estimate  of  the  amount  that  will  be  needed  for 
HOPE  1  within  the  single  appropriation  for  the  three  homeownership  programs. 

Beginning  in  1993,  scattered-site  single  family  public  and  Indian  housing  properties, 
which  in  1992  were  part  of  the  HOPE  3  program,  will  instead  be  eligible  for  the  HOPE  1  program. 
Recipients  of  1992  HOPE  3  planning  grants  for  these  properties  will  be  eligible  for  HOPE  1 
implementation  grants. 

Each  unit  of  Public  and  Indian  Housing  sold  must  be  replaced  with  additional  housing  or 
housing  assistance.   Residents  of  buildings  converted  to  homeownership  in  the  HOPE  1  program  who 
do  not  purchase  units  may  receive  Section  8  rental  assistance,  as  well  as  HOPE  grant  relocation 
assistance,  if  they  move  to  different  housing.   If  they  decide  to  remain  in  the  same  building, 
they  would  pay  the  same  rent  as  they  would  in  public  housing. 

The  requested  funding  for  technical  assistance,  up  to  one  and  one-half  percent  of  the 
amount  appropriated  in  1994,  would  be  used  to  fund  grants,  contracts,  or  other  assistance  for 
technical  support  and  training  for  or  on  behalf  of  public  and  Indian  housing  entities,  resident 
organizations,  and  other  eligible  sponsors.   Effort  is  needed  in  a  number  of  areas  to  make  public 
and  Indian  housing  residents  and  eligible  sponsors  aware  of  program  requirements,  to  correct 
implementation  deficiencies  at  specific  sites,  and  to  ensure  that  the  program  is  operated  in  an 
efficient  and  effective  manner.   Up  to  $4.5  million  from  the  1993  HOPE  1  appropriation  is 
available  for  technical  assistance. 

Awards  of  $24  million  in  planning  grants  to  184  grantees  were  announced  June  13,  1992. 
Grant  selections  for  another  $6.8  million  in  planning  grants  to  47  grantees  were  made 
September  21,  1992.   Housing  authorities  were  the  lead  applicant  in  78  percent  of  the  grants, 
while  resident  organizations  were  the  lead  or  co-applicant  in  48  percent  of  the  grants. 

Selections  were  made  for  18  HOPE  1  implementation  grants  totaling  $24.4  million.   Of  the 
total,  15  of  the  awards  were  made  to  housing  authorities.   Selections  in  a  follow-up  round  for 
HOPE  1  1992  implementation  grant  applicants  who  did  not  receive  funding  approval  during  fiscal 
year  1992  will  be  announced  in  April  1993.   The  average  cost  per  unit  of  the  implementation 
grants  funded  in  1992  was  $22,118. 
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B.   HOPE  for  Homeownerahip  of  Multif amXlv  Units  (HOPE  2  Grants!. 

This  program  is  administered  by  the  Assistant  Secretary  for  Housing.   HOPE  2  grants  will 
create  homeownership  opportunities  in  private  multifamily  projects  insured  by  the  FHA,  including 
those  that  become  financially  or  physically  distressed,  and  projects  owned,  held  or  financed  by 
HUD  or  by  Federal,  State  or  local  governments.   HUD  is  excluding  properties  for  which  it  is 
Mortgagee  in  Possession  from  the  HOPE  2  program.   The  Housing  and  Community  Development  Act  of 
1992  extended  the  properties  eligible  for  HOPE  2  to  include  those  owned  or  held  by  agencies  and 
instrumentalities  of  State  and  local  governments,  or  by  the  Federal  Deposit  Insurance  Corporation 
or  any  other  Federal  agency. 

The  HOPE  2  program  will  bring  the  benefits  of  homeownership  within  reach  of  low-income 
families,  allow  them  more  control  over  the  management  of  their  housing,  and  strengthen  the 
communities  in  which  the  housing  is  located. 

In  addition  to  low-income  families,  families  and  Individuals  residing  in  a  property  on 
the  date  HUD  approves  an  implementation  grant  for  it  are  eligible  to  purchase  HOPE  2  homes. 
Preference  will  be  given  to  current  residents  of  the  units  to  be  sold,  and  then  to  families  who 
have  completed  an  economic  self-sufficiency  program. 

Resident  Councils,  Cooperative  Associations,  Hutual  Housing  Associations,  and  Resident 
Management  Corporations  may  apply  for  HOPE  2  grants.   In  addition  nonprofit  private  and  public 
agencies,  including  Public  and  Indian  Housing  Authorities,  may  compete  for  grants  to  sponsor  a 
HOPE  2  program.   Applications  must  contain  a  certification  from  the  resident  organization 
designated  for  this  purpose  by  a  vote  of  the  tenants  that  the  sponsor  is  applying  on  its  behalf. 
Where  there  is  no  resident  organization,  applicants  roust  propose  the  prompt  establishment  of  an 
entity  such  as  a  RC,  RMC,  or  Cooperative  after  the  effective  date  of  the  grant. 

Estimates  of  HOPE  2  program  levels  are  shown  in  the  table  belowi 


Planning  Grants 

Implementation  Grants 

Georgetown  University  Harrison  Institute. 
Budget  Authority  (Enacted  or  Requested).. 

Transfer  to  Youthbuild 

Net  Budget  Authority 

Budget  Outlays 


Estimate 

Estimate 

Estimate 

1992 

(Dollars 

1993      1994 
in  Thousands) 

$14,330 

6,701 

$73,985 
3,000 

$88,484 

95,000 

95,000 

11,500 

NA 

-15,000 
80,000 

... 

95,000 

11,500 

... 

6,940 

14,639 

The  budget  authority  listed  for  1994  is  an  estimate  of  the  amount  that  will  be  needed  for 
HOPE  2  within  the  single  appropriation  for  the  three  homeownership  programs. 

No  one  will  be  involuntarily  displaced  from  their  apartment  when  buildings  are  converted 
to  homeownership.   HUD  intends  to  provide  Section  8  rental  assistance  to  eligible  residents  who 
are  unable  or  unwilling  to  purchase  units.   This  rental  assistance,  along  with  relocation 
assistance,  is  available  to  those  who  choose  to  move,  and  it  will  be  available  to  those  who  wish 
to  remain  in  the  same  building. 

Up  to  one  and  one-half  percent  would  be  available  for  technical  assistance,  including 
national  and  regional  training  for  resident  groups  and  other  eligible  applicants.   Instruction 
would  be  provided  for  recipients  to  address  implementation  problems  and  to  improve  program 
efficiency  and  compliance  with  program  requirements.   In  addition,  $3  million  from  1992  funds  has 
been  appropriated  for  a  technical  assistance  contract  with  the  Harrison  Institute  at  Georgetown 
University,  and  up  to  $3.25  million  from  1993  HOPE  2  funds  is  available  for  technical  assistance. 

In  fiscal  year  1992,  89  planning  grants  were  awarded  totaling  $14.3  million  and  two 
implementation  grants  were  awarded  for  a  total  of  $6.7  million  for  320  units.   The  units 
associated  with  the  proposals  made  by  planning  grantees  number  13,281. 
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C,   HOPE  for  Homeownership  of  Single-Family  Homes  j HOPE  3  Grants). 

This  program  is  administered  by  the  Assistant  Secretary  for  Community  Planning  and 
Development,   HOPE  3  will  turn  single  family  properties  owned  by  HUD  and  other  government 
agencies  into  homes  for  low-income  families  who  are  first-time  homebuyers .    The  Housing  and 
Community  Development  Act  of  1992  extended  the  government-held  and  -owned  properties  eligible  for 
HOPE  3  to  include  those  of  State  and  local  governments  agencies,  the  Department  of  Defense,  the 
Federal  Deposit  Insurance  Corporation,  the  General  Services  Administration  and  any  other  Federal 
agency.   At  the  same  time  it  shifted  eligibility  of  scattered-site  single  family  Public  and 
Indian  Housing  properties,  which  in  1992  were  part  of  the  HOPE  3  program,  to  the  HOPE  1  program 
instead. 

Property  which  in  many  cases  is  underutilized  or  unoccupied  will  be  put  to  use  for 
people  who  need  assistance  to  be  able  to  own  a  home.   In  accordance  with  the  Housing  and 
Community  Development  Act  of  1992,  preference  will  be  given  to  purchasers  who  are  eligible 
current  residents  of  acquired  properties,  qualified  residents  of  Public  and  Indian  Housing,  and 
qualified  families  who  have  completed  a  self-sufficiency  program,  in  that  order. 

HOPE  3  grants  will  be  made  to  private  nonprofit  agencies,  cooperative  associations,  and 
public  agencies  working  cooperatively  with  private  nonprofit  agencies  to  acquire  properties  and 
make  them  ready  for  sale  to  low-income  buyers,  or  to  finance  a  low-income  buyer's  direct  purchase 
and  rehabilitation  of  eligible  properties. 

Estimates  of  HOPE  3  program  levels  are  shown  in  the  table  below; 


Planning  Grants 

Implementation  Grants 

Budget  Authority  (Enacted  or  Requested).. 

Recaptures 

Budget  Outlays 


Estimate    Estimate    Estimate 
1992         1993        1994 
(Dollars  in  Thousands) 
S9,9B9 

84,917      $96,596       $40,000 
95,000       95,000        40,000 
1,500 
26,350        61,850 


The  amount  listed  for  1994  is  an  estimate  of  the  share  of  1994  budget  authority  which 
will  be  available  for  HOPE  3.   To  the  extent  that  the  level  of  reservations  in  HOPE  1  and  HOPE  2 
is  less  than  the  amounts  estimated,  the  share  available  for  HOPE  3  may  be  increased. 

In  1992  over  700  applications  were  received  requesting  $272  million  in  grants. 
Implementation  grants  totaling  $84.9  million  were  awarded  to  103  grantees,  and  planning  grants  of 
S9.9B  million  were  awarded  to  136  grantees.   Recipients  of  implementation  grants  are  expected  to 
initially  assist  4,100  low-income  families  become  homebuyers.   Planning  grantee  programs,  if 
implemented,  would  produce  an  additional  5,300  homeownership  units. 

In  HOPE  3,  the  combined  per  unit  cost  of  acquisition  and  rehabilitation  covered  by 
grants  and  matching  funds  may  not  exceed  80  percent  of  the  maximum  mortgage  amounts  that  may  be 
insured  by  the  FHA  under  Section  203(b).   within  2  years  of  an  implementation  grant  agreement, 
the  grantee  must  either  transfer  ownership  to  an  eligible  family,  or  lease  the  property  to  one 
and  transfer  ownership  within  2  years  of  the  execution  of  the  lease. 

A  technical  assistance  contract  is  under  development  in  1993  which  will  initially  focus 
on  training  and  on-site  technical  assistance  for  current  grantees,  to  help  them  overcome  hurdles 
and  more  effectively  carry  out  their  program,  as  well  as  training  for  potential  applicants.   Up 
to  one  and  one-half  percent  ($600  thousand)  of  the  1994  Appropriation  is  requested  to  be 
available  for  technical  assistance. 

D.   HOPE  For  Elderly  Independence  (Services). 


The  National  Affordable  Housing  Act  (P.L.  101-625)  authorized  a  5-year  demonstration 
program  for  Elderly  Independence  designed  to  enable  frail  elderly  persons,  who  need  help  to 
manage  daily  activities,  to  continue  to  live  independently.   This  program  will  combine  rental 
vouchers  and  certificates  administered  by  Public  Housing  Agencies  with  supportive  services  funded 
in  part  from  HOPE  grants.   No  funding  is  requested  in  1994  for  the  Elderly  Independence  Grants. 
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BUDGET  CURRENT 

ACTUAL       ESTIMATE  ESTIMATE     ESTIMATE 

1992          1993  1993         1994 

(Dollars  in  Thousands) 

Budget  Authority 510,000       $10,246  $10,000 

Reservations 9,875        10,246  10,125 

Budget  Outlays ...         1,500  1,500      $4,000 

HUD  provides  40  percent  of  the  funds  for  supportive  services,  the  PHA  ensures  the 
provision  of  50  percent,  and  the  individual  recipient  will  pay  10  percent.  The  supportive 
services  will  include  such  activities  as  personal  care,  case  management,  transportation,  meal 
services,  counseling,  and  supervision. 

In  support  of  the  program,  in  fiscal  year  1993  the  Department  will  reserve  up  to  1,500 
Section  8  rental  vouchers.   Funding  for  these  rental  vouchers  was  $35.8  million  in  1992,  and 
$38.2  million  in  1993,  and  was  included  in  the  Annual  Contributions  for  Assisted  Housing 
appropriation.   No  appropriation  is  requested  for  Elderly  Independence  vouchers  for  1994. 
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ANNUAL  CONTRIBUTIONS  FOR  ASSISTED  HOUSING 

(JOINTLY  ADMINISTERED  PROGRAMS) 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  VS  1993 

(Dollars  in  Thousands) 

Rsssrvations  f Units-GroBsl : 
Incremental  Units: 

Public  Housing 55,152  a/      ...      S4,926        $4,946  S4,B00         (146) 

Indian  Bousing 2,772         ...       2,800        2,B03  2,725          (78) 

Vouchers 17,878     S82,699      19,249  b/     26,239  ...       (26,239) 

Certificates 30,740         ...      19,840  c/     21,307  2,202  c/    (19,105) 

Incremental  Rental  Assist...         NA         NA         NA           NA  42,702  b/     42,702 
Section  202  -  Elderly: 

Capital  Grants [12,379]       [822]     [8,906]       [9,115]  [4,900]      [(4,215)1 

Rental  Assistance 12,379        822       8,906        9,115  4,900        (4,215) 

Leased  Housing HA      1,900         ...  NA 

Section  202  -  Disabled 

Capital  Grants [3,234]       [870]     [1,569]       [2,472]  (1,500)        [(972)] 

Rental  Assistance 3,234        870       1,569        2,472  1,500          (972) 

Leased  Housing NA        950        NA  ...           

Bsg.  Opt.  for  Persons  w/AIDS        5B7         ...         587         1.882  584        11.^98) 

Total,  Incremental  Units       72,742      87,241      57,877       68,746  59,413        (9,351) 

Non-Incremental 15.184     61,000      40.897       42,866  39.529        13.337) 

Total,  Annual 

Contributions 87,926     148,241      98,774       111,630  98,942       (12,688) 

Budget  Authority  Available 

Carryover 3,323,390     278,000         NA     1,516,435  ...   (1,516,435) 

Recaptures 1,517,576     252,300     252,300       272,300  242,660      (29,620) 

Rescission  of  Recaptures (375,865)     (8,000)     (8,000)      (18,000)  ...       16,000 

Rescission  (P.L.  102-172) (667,000)        ...         NA          ...  NA 

Transfer  to  Other  Accounts (455,000)        ...         ...       (11,811)  NA      11,811 

Transfer  from  Other  Accounts 806,811      42,934      42,934       42,934  ...      (42,934) 

Transfer  from  FEMA NA         NA         NA       32,000  NA      (32,000) 

SY74  Budget  Auth  Restored 9,233         ...         NA           NA  NA          NA 

Reduction  in  New  Authority  due 

to  non-recaptures  in  Sec.  236..         ...         ...         ...      (283,000)  ...      283,000 

Supplemental  (P.L.  102-368) ...         ...     100,000  d/ 

Investment  Initiative NA         NA         NA           NA  646,000      646,000 

New  Authority 8.070.201   7.901.830   8.936.731     8.936.731  7.777.000   (1.159.731) 

Net  Total  Available 12,229,326   8,467,064   9,323,965    10,487,569  6,665,680   (1,621,909) 

Budget  Authority  (Use) 10,712,691   8,467,064   9,323,965    10,487,589  8,665,680     (1,821,909) 

a/   Excludes  the  reservations  of  3,248  units  for  the  major  reconstruction  of  obsolete 

projects. 

b/   Includes  Moving  to  Opportunity  (1,371  units  for  1993  and  1,364  units  for  1994). 
c/   Includes  Foster  Child  Care  for  1993  and  1994  (2,202  units  each  year), 
d/   Supplemental  language  is  proposed  to  transfer  the  $100  million  made  available  in  the 

Dire  Emergency  Supplemental  Appropriation  Act  of  1992  for  Public  Housing 

development/acquisition  to  Home  (60  percent)  and  Community  Development  Bloclt  Grants 

(40  percent). 


Note:   This  section  of  the  Justifications  provides  a  description  of  the  programs  included 
within  the  Annual  Contributions  for  Assisted  Housing  Appropriation.   Included  are 
programs  administered  by  the  Assistant  Secretary  for  Housing,  Assistant  Secretary  for 
Public  and  Indian  Housing,  Assistant  Secretary  for  Community  Planning  and  Development 
and  the  Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention.   The  programs 
of  Housing  for  the  Elderly  and  Disabled  and  Public  Housing  Modernization,  although  in 
this  account,  are  discussed  more  fully  in  separate  sections  in  these  Justifications. 
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Annual  Contributions  for  AaaiBted  Housing 
SUMMARY  OF  BUDGET  ESTIMATES 

I.   SUMMARY  OF  BUDGET  REQUEST 

A.  1994  Program  Levels 

1,  Funding  Level.   The  Budget  requests  a  total  program  level  of  $8,665.7  million  for 
1994.   This  includes  an  appropriation  of  $8,423  million  and  the  reuse  of  $242.7  million  of 
Section  8  and   Public  and  Indian  Housing  recaptures.   This  funding  level  will  support  the 
reservation  of  98,942  units  and  will  also  provide  $1.3  billion  for  amendments  to  Section  8 
contracts,  $3.1  billion  for  Public  Housing  Modernization,  $5  million  for  Moving  to  Opportunity 
Counseling,  $26. 7  million  for  Family  Investment  Centers,  $8.4  million  for  Family  Self-Suf f iciency 
Coordinators,  $22.5  million  for  lease  adjustments,  $15.9  million  for  Elderly  Service 
Coordinators,  $100  million  for  the  Lead-Based  Paint  initiative,  and  $4  million  for  Section  23 
Conversions. 

2.  Total  Unit  Reservations.   For  fiscal  year  1994,  a  total  of  98,942  units  are 
proposed  under  the  Annual  Contributions  account  consisting  of  59,413  incremental  units  and 
39,529  non-incremental  units. 

a.  Incremental  Units.   The  59,413  incremental  units  include  7,525  units  for 
Public  and  Indian  Housing  Development,  6,400  units  for  the  Elderly  and  Disabled,  41,338  units  for 
rental  assistance  associated  with  incremental  vouchers  or  certificates,  1,364  units  for  Moving  to 
Opportunity,  2,202  units  for  Foster  Child  Care  and  584  units  for  Housing  Opportunities  for 
Persona  with  AIDS. 

In  addition  to  the  incremental  units  funded  under  Annual  Contributions,  there 
are  9,590  incremental  units  requested  under  the  consolidated  Shelter  Plus  Care  initiative.   This 
brings  the  total  number  of  incremental  units  to  69,003  for  1994  (excluding  units  for  HOPE  and 
HOME) . 

b.  Non- incremental  Units.   The  39,529  non-incremental  units  are  targeted  to 
Preservation/Homeownership,  Section  23  Conversions,  Public  Housing  Relocation  and  Replacement, 
Property  Disposition  and  Loan  Management  Set-Aside. 

33,330  units  will  address  the  problem  of  mortgage  prepayment.   Vouchers, 
grants  and  incentives  will  be  used  to  protect  tenants  and  preserve  low- 
income  housing  in  Section  236  and  Section  221(d)(3)  projects  with 
mortgages  that  permit  prepayment. 

200  units  will  be  used  to  facilitate  the  conversion  of  Section  23  units 
to  Section  8  assistance. 

2,481  units  will  be  used  to  replace  public  housing  units  that  are 
converted  to  homeowner ship,  or  for  nonpur chasing  residents  in  projects 
that  have  been  sold  to  eligible  applicants  under  the  HOPE  1  program. 

2,452  Property  Disposition  units  will  be  used  to  increase  and  maintain 
the  amount  of  housing  affordable  to  lower-income  families,  to  minimize 
displacement  of  tenants,  to  preserve  and  revitalize  residential 
neighborhoods,  and  to  dispose  of  projects  in  a  manner  consistent  with 
HUD'S  disposition  objectives. 

1,066  LMSA  units  will  be  used  to  provide  Section  8  assistance  on  behalf 
of  eligible  low-  and  moderate-income  families  in  projects  that  are 
experiencing,  or  can  be  expected  to  experience,  serious  financial 
difficulties. 

B.  1994  -  Major  Program  Requests. 

1.   Public  Housing  Development.   The  Budget  request  includes  $400  million  for  4,800 
units  of  Public  Housing  Development.   The  Public  Housing  Development  program  is  an  integral 
component  in  the  overall  strategy  to  meet  the  needs  of  low-income  families,  particularly  for 
large  families  and  in  areas  where  the  supply  of  existing  units  is  inadequate.   To  a  large  extent, 
the  development  units  the  Department  is  requesting  will  be  used  for  replacement  units. 
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2.  Public  Housing  Development  Technical  ABslBtance.   Public  Housing  Development 
funds  also  will  be  used  as  a  source  of  funding  for  contracts  to  perform  inspections  of 
development  vrork  and  to  provide  technical  assistance  to  PKAs  with  regard  to  administrative  or 
technical  improvements,  or  management  deficiencies.   This  assistance  is  required  to  ensure  that 
construction  activities  performed  meet  the  standards  for  quality  and  timeliness,  to  conduct 
appraisals  and  cost  estimates,  and  to  provide  assistance  and/or  monitoring  to  PHAs  based  on 
findings  from  IG  reports.   The  Budget  requests  one-half  of  1  percent  of  the  appropriated  amounts 
for  these  purposes. 

3.  Indian  Housing  Development.   The  Budget  request  includes  $257,3  million  for 
2,725  units  of  Indian  Housing  Development.   The  need  for  additional  assisted  housing  is  well- 
documented,  including  a  recent  study  conducted  by  the  Bureau  of  Indian  Affairs  which  indicates  a 
need  for  over  89,000  units.   Due  to  the  largely  rural  and  difficult  to  access  areas  in  which 
Indians  reside.  Federally  assisted  housing  through  the  Indian  HouBing  program  is  the  primary 
delivery  system  for  new  housing  in  Indian  country. 

4.  Public  Housing  Amendments.   The  Budget  includes  S62.3  million  for  amendments  for 
pipeline  development  projects.   This  will  cover  inflationary  cost  increases  that  occur  between 
the  time  the  funding  is  reserved  and  actual  construction  is  completed.   The  1994  Budget  proposes 
appropriation  language  that  would  require  that  the  funding  reserved  from  1994  Appropriations  be 
sufficient  to  cover  all  costs  of  Public/Indian  project  development  without  the  need  for  future 
amendments.   Cost  increases  will  be  absorbed  from  within  the  project. 

5.  Public/Indian  Housing  Development  Pipeline.   The  Budget  also  proposes  legislation 
that  would  recapture  and  rescind  15  percent  of  the  pre-1992  reservations  that  have  not  been 
obligated  by  October  1,  1994.   This  will  help  to  eliminate  unfeasible  projects  from  the 
development  pipeline. 

6.  Leased  Housing  Adjustments.   The  Budget  includes  $22.5  million  for  fiscal  year 
1994  to  continue  annual  lease  adjustments  to  contracts  approved  in  prior  years  under  the  Section 
23  Leased  Housing  program.   Under  the  Section  23  Leased  Housing  program,  the  Department  provides 
basic  annual  contributions  to  PHAs  that  permit  them  to  administer  the  program  and  make  the 
payments  required  by  the  lease  agreement  between  the  PHA  and  the  project  owner.   The  Department 
may  provide  additional  assistance  on  a  year-to-year  basis  for  adjustments  to  the  fixed  annual 
contributions . 

7.  Modernization.   A  total  of  $3.1  billion  is  requested  for  Public  Rousing 
Hodernization  which  Is  more  fully  discussed  In  a  separate  section  of  these  Justifications. 

8.  Housing  for  the  Elderly  and  Disabled.   The  1994  Budget  reflects  the  Department's 
commitment  to  the  construction  and  rehabilitation  of  housing  for  the  elderly  and  disabled  in 
rental  markets  where  there  is  an  insufficient  supply  of  affordable  housing.   In  addition,  funding 
for  Service  Coordinators  is  requested  to  facilitate  the  provision  of  supportive  services  for  the 
elderly  as  authorized  under  Section  811  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act. 
A  total  of  $840.1  million  is  requested  in  the  Annual  ContributionB  account  for  these  purposes,  as 
described  below.   A  more  detailed  explanation  of  the  Elderly/Disabled  program  is  included  in  a 
separate  section  in  these  Justifications. 

Fiscal  Year  1994  Units/Funding  for  the  Elderly/Disabled 

Units        Dollars 

(In  Millions) 

Elderly 4,900  $630.5 

Elderly  Service  Coordinators  NA  15.9 

Disabled 1,500  193.7 

Total 6,400  840.1 

9.   Other  Incremental  Assistance.   The  term  "incremental  assistance*  refers  to 
new  or  additional  families  served  by  the  Department.   Incremental  units  increase  the  total  number 
of  subsidies  provided.   (Public  and  Indian  Housing  Development  and  Elderly/Disabled  new 
construction  are  also  considered  incremental).   Within  this  category,  $3.1  billion  is  request  to 
support  59,413  new  units,  as  described  belowi 
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a.   Incremental  Rental  Assistance  (Certificate/Vouchers).   The  Department 
is  using  the  term  "rental  assistance"  to  denote  incremental  vouchers  and  certificates,  and  the 
many  different  forms  of  each.   Under  this  program,  the  Budget  requests  a  total  of  $1,375.5 
million  to  provide  assistance  to  an  additional  41,338  families.   These  represent  families  who,  at 
present,  are  not  receiving  any  kind  of  rental  subsidy  from  HUD. 

The  amount  requested  reflects  savings  of  $6  million  resulting  from 
establishing  the  ongoing  fees  received  by  PHA's  to  administer  the  voucher/certificate  program  at 
7.2375  percent  in  fiscal  year  1994,  and  rounding  the  Annual  Adjustment  Factor  down  to  the  nearest 
dollar  instead  of  up  to  the  next  higher  dollar.   Currently,  there  are  three  fee  systems  operating 
with  ongoing  fee  reimbursements  based  on:   6.5  percent  of  FMR  for  non-incremental  vouchers, 
7.65  percent  for  non-incremental  certificates,  and  8.2  percent  for  Incremental  units,  whether 
certificates  or  vouchers.   The  proposal  included  in  our  budget  is  to  have  all  units  funded  at  the 
same  level,  and  to  reduce  that  level,  gradually,  to  6  percent  by  1998. 


b.   Moving  to  Opportunity.   An  estimated  $51.4  million  in  budget  authority 
support  1,364  units  under  the  Moving  to  Opportunity  program.   This  program  is 
low-income  families  move  from  areas  with  high  concentrations  of  poverty. 


will  be  used  to 
designed  to  help 

c.  Foster  Child  Care.   A  total  of  $77.4  million  is  requested  to  provide 
2,202  units  to  families  whose  children,  due  to  the  lack  of  adequate  housing,  may  be  placed  in 
foster  care,  or  will  prevent  the  children  from  being  discharged  from  foster  care. 

d.  Housing  Opportunities  for  Persons  with  AIDS.   Funding  in  the  amount  of 
$102.7  million  is  requested  to  provide  584  units  and  support  services  for  Housing  for  Persons 
with  AIDS.   This  program  is  discussed  in  more  detail  under  the  Homeless  section  of  these 
Justifications . 

10.   Non- Incremental  Assistance.   Non-incremental  assistance  is  considered 
replacement  subsidies.   Consequently,  funding  provided  for  these  purposes  do  not  increase  the 
total  number  of  families  served  by  the  Department. 

a.  Public  Housing  Relocation  and  Replacement.   A  total  of  $82.9  million  it 
requested  to  support  2,481  units  which  will  replace  public  housing  units  that  are  converted  to 
homeownership,  or  for  nonpurchasing  residents  in  projects  that  have  been  sold  to  eligible 
applicants  under  the  HOPE  1  program. 

b.  Section  2  3  Conversions.   A  total  of  $4  million  is  requested  for 
200  units  which  convert  from  Section  23  assistance  to  Section  8  rental  assistance. 


c.  Loan  Management.   The  1994  request  of  S26.5  million  for  Loan  Management 
will  support  1,066  units.   This  assistance  is  used  with  projects  that  are  financially  troubled  or 
in  threat  of  becoming  financially  troubled.   Section  8  units  are  provided  to  ensure  a  steady 
income  stream  to  keep  the  project  financially  stable  and  available  for  low-income  use. 

d.  Property  Disposition.   Funding  of  $255.5  million  is  requested  to 
support  2,452  units  with  15-year  assistance.   This  assistance  is  provided  to  insure  new  owners 
sufficient  income  to  make  the  project  financially  feasible. 

e.  Preservation.   Funding  of  $599.6  million  is  estimated  to  be  needed  in 
1994  to  preserve  housing  for  low-income  tenants  in  Section  236  and  Section  221(d)(3)  projects 
with  mortgages  that  permit  prepayment. 

This  estimate  is  based  on  a  Budget  proposal  to  reduce  the  funding 
formula  from  the  current  120  percent  of  FMR  to  100  percent  of  FMR,  and  the  elimination  of  the 
homeownership  component  of  the  Preservation  program.   The  savings  from  these  reforms  are 
estimated  to  be  $46  million.   Also,  since  the  funding  formula  will  be  reduced,  some  project 
owners  will  elect  to  prepay  their  mortgages.   Consequently,  the  Budget  also  assumes  a  recapture 
of  $45.5  million  of  Section  236  budget  authority.  This  savings  from  recaptures  is  reflected  in 
the  rescission  estimates  under  the  Other  Assisted  Housing  account.   Total  budget  authority 
savings  from  these  reforms  would  therefore  amount  to  $91.5  million  in  1994.   The  components  of 
the  Preservation  program  are  shown  belowt 
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Incentives.   Incentives  may  be  provided  to  owners  of  eligible  projects  to 
encourage  them  to  continue  operating  their  properties  as  lower-income  rental  housing.   The  number 
of  units  estimated  for  this  purpose  includes  currently  subsidized  units  receiving  an  increased 
subsidy  payment  as  well  as  new  project-based  units. 

Vouchers.   Tenant-based  rental  BBsistance  may  also  be  provided  in  cases  where 
the  owners  prepay  their  mortgages.   This  assistance  will  allow  eligible  tenants  to  rent  their 
current  unit  or  to  relocate  to  another  unit. 

f.   Amendments.   Amendments  to  Section  6  contracts  are  estimated  at  $1.3  billion 
for  fiscal  year  1994.   This  includes  5747. 4  million  estimated  for  Project  Reserve  amendments, 
$19.5  million  for  Property  Disposition  amendments,  $437.2  million  for  Existing  Housing 
amendments,  $69  million  for  Moderate  Rehabilitation  contract  amendments  and  $6  million  for 
security  retrofitting  in  Moderate  Rehabilitation  projects. 

C.   Other  Requests.   In  addition  to  the  above,  funding  is  also  requested  for  the 
following  Initiatives: 

1.  Income  Disallowance.   The  Budget  proposes  a  demonstration  program  which,  for 
18  months,  would  not  count  income  earned  by  newly  employed  subsidy  recipients  in  public  housing 
programs.   This  is  to  provide  an  incentive  to  seek  employment  by  temporarily  eliminating  the 
offset  in  rental  subsidy.   Eligible  residents  would  be  those  who  have  been  unemployed  for  at 
least  2  years,  regardless  of  whether  they  have  participated  in  any  employment  training  program. 

2.  Moving  to  Opportunity  Counseling.   A  total  of  $5  million  is  requested  for 
counseling  services  for  those  families  who  participate  in  the  Moving  to  Opportunity  program. 

3.  Family  Selt-Suf f iciencv  Coordinators.   A  total  of  S8.4  million  is  requested  for 
coordinators  in  Section  8  projects  participating  under  the  Family  Self-Suf f iciency  program  to 
administer  the  program.   Coordinators  are  already  included  in  the  Operating  Subsidies 
appropriation  for  PHA/IHA-owned  dwellings. 

4.  Family  Investment  Centers.   A  total  of  $25.7  million  is  requested  for  Family 
Investment  Centers  which  will  provide  families  living  in  public  housing  with  better  access  to 
educational  and  employment  opportunities  to  enable  them  to  achieve  self-sufficiency  and 
independence. 

II.   CHAMGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  difference  between  1992  estimates  included  in  the  1993  Budget  and  actual  activity 
during  fiscal  year  1992  are  as  follows: 

Gross  Reservations.   The  1992  impropriations  Act  (P.L.  102-139)  made  available 
$10.4  billion.   This  included  $B.l  billion  of  new  authority,  the  use  of  $537  million  of 
carryover,  and  the  reuse  of  $1.8  billion  in  recaptures  from  Section  202  conversions.   In 
addition,  $225  million  of  carryover  was  to  be  transferred  to  the  HOPE  program. 

The  1993  Budget  reflected  the  use  of  $12.9  billion  and  the  reservation  of  137,743  units 
for  1992.   The  1992  estimates  in  the  1993  Budget  included  the  use  of  S3. 3  billion  of  carryover 
balances  from  1991,  the  reuse  of  $1.3  billion  in  recaptures  as  a  result  of  Section  202 
conversions  (this  estimate  had  been  reduced  from  the  original  $1.8  billion),  the  transfer  of 
$11.8  million  from  the  Section  202  Loan  Fund,  $795  million  for  the  conversion  of  Section  202 
loans  to  Capital  Grants,  the  transfer  of  $225  million  to  HOPE,  and  the  rescission  of  $70  million 
pursuant  to  P.L.  102-172.   In  addition,  the  1993  Budget  assumed  that  $278  million  of  1992  funding 
would  carry  over  into  1993  and  be  available  for  use  by  the  Department  in  1993. 

However,  the  1993  Appropriations  Act  did  not  assume  the  use  of  the  $278  million  of 
carryover.   Further,  $537  million  was  rescinded  from  Annual  Contribution  pursuant  to 
P.L.  102-298,  the  estimate  of  recaptures  from  Section  202  conversions  was  reduced  by  an 
additional  $136  million,  and  the  1992  Supplemental  (P.L.  102-368)  allowed  a  transfer  of  up  to 
$407  million  from  Section  8  amendments  to  the  Contract  Renewals  account  (only  $230  million  was 
transferred) . 
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The  $12,229.8  million  available  in  1992  resulted  in  the  reservation  of 
$10,712.9  million  of  budget  authority,  representing  87,926  unit  reservations  under  the  Section  8, 
Elderly/Disabled  Capital  Grants,  and  Public  and  Indian  Housing  programs,  and  the  carryover  of 
$1.5  billion  of  unreserved  balances  into  1993. 

III.   CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  was  based  on  a  request  of  $8.5  billion,  including  $7.9  billion  in  new 
authority,  the  use  of  $278  million  in  carryover  from  1992,  the  transfer  of  $42.9  million  from 
other  accounts,  and  the  use  of  $244.3  million  in  recaptures.  This  funding  was  expected  to  support 
148,241  units  and  included  funding  of  $1.9  billion  for  contract  amendments.   The  level  of  funding 
requested  included  no  funding  for  Public  or  Indian  Rousing  Development,  requested  funds  to  lease 
existing  units  for  the  Elderly/Disabled,  requested  only  vouchers  as  opposed  to  vouchers  and 
certificates,  and  requested  several  new  initiatives  -  Weed  and  Seed  and  Perestroika  for  Public 
Housing. 

However,  the  1993  Appropriations  Act  provided  a  more  broadly  based  configuration.   The 
Act  provided  a  total  of  $9.3  billion,  including  $8.9  billion  of  new  authority,  $42. 9  million  of 
transfers,  and  the  use  of  $244.3  million  In  recaptures.  This  amount  was  to  support  the 
reservation  of  98,774  units. 

The  Act  did  not  include  funding  for  Weed  and  Seed,  Perestroika  for  Public  Housing,  or 
for  leased  units  for  the  Elderly/Disabled.   Funding  was  provided  for  Section  8  rental 
certificates  and  for  both  Public  and  Indian  housing  development. 

1.   1993  PROGRAM 

The  funding  level  for  1993  has  been  revised  to  reflect!  (1)  the  carryover  of 
$1.5  billion  in  unreserved  funds  from  1992;  (2)  a  reduction  resulting  from  a  revised  estimate  of 
recaptures  under  the  Section  236  program;  (3)  the  transfer  of  $11.8  million  from  Annual 
Contributions  to  the  Section  202  Loan  Fund  for  amendments;  (4)  Supplemental  Appropriations  action 
making  available  by  transfer  $132  million  for  disaster  assistance;  and,  (5)  other  changes. 

A.  Revision  to  the  Carryover.  At  the  time  1993  Appropriations  were  enacted,  the 
amount  of  unobligated  funding  to  be  brought  forward  from  1992  was  not  known.  The  1993  program 
levels  now  reflect  the  availability  of  $1,516.4  million  of  unreserved  1992  funds.  These  funds 
will  be  available  for  the  program  categories  for  which  they  were  originally  appropriated. 

B.  Reduction  in  Section  236  Recaptures.   The  1993  Budget  assumed  that  $283  million 
would  be  recaptured  under  the  Other  Assisted  Housing  account  as  a  result  of  the  prepayment  of 
Section  236  mortgages.   The  1993  Appropriations  Act  required  that  the  appropriation  for  the 
Preservation  program  be  reduced  if  these  recaptures  were  not  realized.   The  current  estimate  is 
zero  and  the  Preservation  program  has  been  reduced  by  the  entire  $283  million. 

C.  Transfer  to  Section  202  Loan  Fund.   The  Budget  assumed  the  conversion  of  Section 
202  loans  to  Capital  Grants  in  1992.   The  Appropriations  Act,  however,  allowed  some  project 
sponsors  to  remain  in  the  loan  program.   As  a  result,  amendment  funding  of  $11.8  million  was 
transferred  to  the  loan  program  to  amend  construction  loans  as  they  go  to  closing. 

D.  Disaster  Assistance  Funding.   The  Dire  Emergency  Supplemental  Appropriations  Act 
of  1992  (P.L.  102-368)  permitted  the  transfer  of  up  to  $183  million  to  Annual  Contributions  from 
FEMA  Disaster  Relief  to  be  used  for  voucher  assistance  for  victims  of  Hurricane  Andrew,  Hurricane 
Iniki,  and  Typhoon  Omar.   In  addition,  $100  million  was  made  available  for  Public  Housing 
development.  Modernization  or  acquisition.   To  date,  $32  million  has  been  transferred  from  FEMA 
for  vouchers  assistance  and  supplemental  language  is  proposed  to  shift  the  $100  million  from 
Public  and  Indian  Housing  to  Community  Development  Block  Grants  (40  percent)  and  HOME  (60 
percent) , 

E.  Other  Changes.   The  1993  Appropriations  Act  includes  within  Annual  Contributions 
an  appropriation  of  $260  million  for  214  Special  Purpose  Grants,  allocating  specific  amounts  for 
particular  purposes  in  individual  localities.  ,.    . 

The  letters  of  invitation  with  application  materials  for  1993  Special  Purpose 
Grants  were  sent  to  the  units  of  local  government.  States,  Public  Housing  Agencies,  and  other 
recipients  on  December  31,  1992. 
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2.   Revised  Program  Level. 

AB  a  result  of  these  actions,  a  total  of  $10,487.6  million  of  budget  authority  is 
available  for  1993,  which  is  expected  to  support  approximately  111,630  unit  reservations.  The 
net  effect  of  the  carryover  and  other  adjustments  is  an  increase  of  12,856  units. 

The  following  table  presents  the  impact  of  these  actions  on  the  amount  of  authority 
available  and  the  number  of  units  supported  in  1993. 
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Annual  Contributions  for  AaaiBted  Housing 

The  following  table  compares  the  units  and  funding  requested  for  1993  in  the  1993 
Budget  with  the  unite  and  funding  appropriated  plus  the  carryover,  and  the  amounts  proposed  for 
1993  in  the  1994  Budget. 
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Annual  Contributions  for  Assisted  Housing 


FISCAL  YEAR  1993  ESTIMATES 


Reservations  (Units) 

Section  8  and  Other.. 
Housing  Vouchers.... 

Certificates 

Public  Housing 

Indian  Housing 

Preservation 


Total.. 


In  1993 

1993  APPROPRIATION 

In  1994 

BUDGET 

WITH  CARRYOVER 

BUDGET 

(Dollars 

in  Thousands) 

5,873 

31,719 

27.307 

82,699 

23,358 

25,272 

19,457 

19,288 

... 

4.946 

4,946 

2,80.^ 

2.80.^ 

59.669 

46,472 

.^2,014 

148.241 


128.755 


111.6.^0 


Use  of  Budget  Authority: 
Section  8  and  Other: 

Elderly/Disabled 

Housing  Vouchers 

Existing  a/ 

Preservation  b/ 

Moving  to  Opportunity 

Foster  Child  Care 

Housing  for  Persons  with  AIDS.. 

Family  Investment  Centers 

Amendments 

Other  c/ 


Subtotal. 


$.136,662 

2.681.389 
NA 

1,159,423 
NA 
NA 
NA 
NA 

1.918,800 
57.285 

6.153.559 


$1,717,819 

$1,708,513 

760.070 

792,070 

865.861 

865,861 

903.088 

620.088 

50.000 

50,000 

75.000 

75,000 

144,105 

144.105 

25.000 

2s,oon 

1.572,977 

1.572.977 

268.894 

278,892 

6,-382,814 


6.132,506 


Public  and  Indian  Housing: 

Public  Housing 

Indian  Housing 

Modernization 

Lease  Adjustments 

Amendments 


Subtotal 

Special  Purpose  Grants.. 


Total. 


NA 

NA 

2.291.750 

21.755 

NA 

2.313.505 

NA 

8,467,064 


401,615 

401.615 

257.611 

257.611 

3.193.318 

3,193.318 

27.349 

27.349 

100,299 

100.299 

3.980,192 

3,980.192 

374,891 

374,891 

0.737,897 

10.487.589 

D-U 
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Annual  Contributions  for  ABBiated  Housing 
EXPLANATION  OF  INCREASES  AND  DECREASES 

1,  Reservations.   Total  reservations  under  the  subsidized  housing  programs  are  projected  to 
decrease  from  the  111,630  units  currently  proposed  for  1993  to  98,942  units  in  1994,  a  decrease 
of  12,688  units.   Incremental  activity  is  proposed  at  59,413  units  for  1994,  excluding  9,590 
units  under  the  consolidated  Shelter  Plus  Care  program.   Specific  details  of  the  various  set- 
asides  proposed  for  1994  were  addressed  earlier  in  this  Justification. 

2.  Budget  Authority.   The  budget  authority  available  under  the  Annual  Contributions  account 
decreased  by  $1.8  billion  from  fiscal  year  1993.   The  majority  of  this  decrease  results  from 
$1.5  billion  of  carryover  funding  being  included  in  the  1993  amounts  available.   No  carryover  is 
projected  into  1994.   Additionally,  $500  million  less  new  authority  is  requested  for  1994  than 
was  available  for  1993. 

PROGRAM  DESCRIPTION 

The  U.S.  Housing  Act  of  1937,  as  amended,  provides  for  the  development  and  operation  of  low- 
income  Public  and  Indian  Housing  programs  by  Public  Housing  Agencies  (PHAs)  and  Indian  Housing 
Authorities  ( IHAs ) .   PHAs/IHAs  can  be  any  State,  county,  municipality,  Indian  Tribe,  or  other 
public  body  that  HUD  has  determined  eligible  to  engage  in  or  assist  in  the  development,  ownership 
and  operation  of  Public  and  Indian  Housing  projects,  as  applicable.   Annual  Contributions 
Contracts  (ACCs)  between  HUD  and  the  PHAs/IHAs  assure  the  low-income  character  of  the  projects, 
as  applicable.   HUD  provides  the  PHAs/IHAs  with  technical  and  professional  assistance  in 
planning,  developing  and  managing  the  Public  and  Indian  Housing  projects.   The  "Annual 
Contributions  for  Assisted  Housing"  appropriation  currently  provides  funding  for  Public  and 
Indian  Housing  Development  Activities,  Section  23  Leased  Housing  contract  adjustments, 
modernization,  and  resident  management  assistance  activities. 

Since  the  start  of  1987,  new  reservations  for  development  (including  contract  amendments), 
major  reconstruction,  and  modernization  have  been  funded  on  a  capital  cost  basis  directly  from 
this  account.   For  reservations  recorded  prior  to  1987,  development  and  modernization  capital 
costs  were  financed  with  20-  to  40-year  Federal  commitments  from  this  account  to  provide  annual 
debt  service  payments  to  amortize:   (1)  direct  Federal  loans  made  with  Treasury  borrowing, 
(2)  bonds  and  notes  sold  in  the  tax-exempt  private  market,  and  (3)  obligations  sold  to  the 
Federal  Financing  Bank  (FFB) .   Necessary  debt  service  payments  continue  to  be  made  for  those 
reservations  that  have  permanent  financing  from  tax-exempt  bonds  or  FFB  instruments  issued  for 
PHA/IHA-owned  housing  until  the  bonds  and  the  FFB  obligations  reach  maturity  consistent  with  the 
Annual  Contributions  Contracts  (ACCs)  that  the  Department  entered  into  with  the  respective 
PHAs/IHAs.   A  detailed  explanation  is  included  in  the  "Low-Rent  Public  Housing  (Loans  and  Other 
Expense) "  justification. 

For  development  and  modernization  projects  funded  through  1986,  direct  Federal  loans  were 
made  available  to  PHA/IHAs  for  the  planning  and  development/modernization  of  dwelling  units  as 
explained  in  the  "Low-Rent  Public  Housing — Loans  and  Other  Expenses"  justification.   These  loans 
are  written-off  each  year  and  subsequently  forgiven  upon  completion  of  development  and 
modernization  in  accordance  with  the  provisions  of  the  "Consolidated  Omnibus  Budget 
Reconciliation  Act"  (P.L.  99-272).   As  a  result,  debt  service  annual  contributions  approved  for 
payment  by  HUD  on  behalf  of  PHAs/IHAs  for  direct  Federal  loans  no  longer  are  required.   This 
permits  the  related  "Annual  Contributions"  budget  authority  to  be  recaptured  and  rescinded 
annually. 

In  addition,  the  Department  provides  operating  subsidies  to  PHAs/IHAs  to  achieve  and  maintain 
adequate  operating  and  maintenance  services  and  reserve  funds  for  the  PHA/IHA-owned  projects. 
These  funds  are  provided  in  a  separate  appropriation  which  is  explained  in  the  "Payments  for 
Operation  of  Low-Income  Housing  Projects"  section  of  the  justification. 

A  description  follows  of  each  of  the  development  programs  currently  funded  from  the  "Annual 
Contributions"  appropriation.   Description  and  details  of  the  modernization  resident  management 
assistance  activities,  and  PHA/IHA  technical  assistance  are  provided  in  a  separate  justification 
for  the  Modernization  program. 
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Annual  contributions  for  Aesieted  Bousing 

I.    PUBLIC  AND  INDIAN  HOUSIMG  DEVELOPMENT 

A.  Public  Housing  Development.   To  develop  public  housing  units,  a  PHA  must  acquire 
existing  housing  (which  may  or  may  not  require  rehabilitation)  unless  new  construction  is 
determined  to  be  less  costly  or  the  PHA  certifies  there  is  insufficient  existing  housing  that  may 
be  acquired  in  the  neighborhood.   Also,  new  projects  must  be  for  housing  consisting  of  three  or 
more  bedrooms  per  unit  unless  it  is  determined  that  there  is  little  or  no  need  for  such  housing. 
In  addition,  Section  113  of  the  1987  Housing  and  Community  Development  act  (1987  HCD  Act) 
requires  that  a  PHA:   (a)  certify  that  85  percent  of  existing  units  meet/will  meet  Section  B 
Housing  quality  standards;  or  (b)  replace  units  disposed  or  demolished;  or  (c)  provide  units 
required  by  a  court  order;  or  (d)  certify  that  demand  for  family  housing  is  not  being  met  with 
Section  8  Housing  Assistance.   A  summary  of  the  Public  Housing  development  methods  follows. 

1.  Conventional.   Under  the  conventional  (bid)  method,  a  PHA  engages  an  architect, 
selects  a  site,  and  prepares  its  Development  Program/Proposal.   After  HUD  approval  the  PHA 
acquires  the  site/property  and  authorizes  its  architect  to  prepare  the  detailed  project  working 
drawings  and  specifications  in  conformity  with  HUD  requirements  and  local  codes  and  ordinances. 
The  PHA  (with  HUD  approval)  then  advertise  for  private  contractors  to  submit  competitive  bids  and 
awards  a  construction/rehabilitation  contract  to  the  lowest  responsible  bidder. 

2.  Turnkey.   The  turnkey  method  of  development  is  designed  to  stimulate  the 
participation  of  residential  builders  and  developers  in  the  Public  Housing  program.   Under  the 
turnkey  procedure,  a  PHA  invites  builders,  contractors  or  realtors  to  submit  proposals  for  a 
Public  Housing  project  of  a  stated  number  and  type  of  units  to  be  sold  to  the  PHA  upon  completion 
of  the  new  construction  or  rehabilitation. 

3.  Acquisition.   Under  the  acquisition  method,  a  PHA  identifies  available  and 
acceptable  units  and  prepares  a  Development  Program/Proposal  and  budget.   If  acceptable  to  HUD, 
the  PHA  acquires  the  existing  structures(s) .   Any  required  repair  work  is  accomplished  by  using 
private  contractors  or  by  using  PHA  staff. 

4.  Major  Reconstruction.   The  fiscal  year  1991  HUD- Independent  Agencies 
Appropriations  Act  provides  that  any  new  budget  authority  available  for  Public  Housing 
Development  could  be  used  for  the  major  reconstruction  of  obsolete  Public  Housing  projects  based 
on  applications  to  be  submitted  by  PHAs. 

B.  Indian  Housing  Development.   The  Indian  Housing  development  program  is  similar  to 
the  Public  Housing  development  program.   However,  the  Indian  Housing  program  is  administered 
separately  due  to  different  conditions  in  Indian/Alaska  Native  areas  as  reflected  by  the  Indian 
Housing  Act  of  1988  (P.L.  100-358)  which  provides  separate  authorizing  legislation  for  the 
program.   IHAs  can  be  formed  by  any  self-governing  Indian  Tribe  or  they  may  be  formed  pursuant  to 
State  laws  providing  for  such  housing  authorities.   IHAs  may  build  either  rental  or  homeownership 
units.   Generally,  an  IHA  hires  a  contractor  to  proceed  with  a  construction  program  approved  by 
HUD  (conventional  bid  method),  or  a  private  builder  constructs  dwelling  units  on  agreed  terms  and 
then  sells  the  project  to  the  IHA  (turnkey  method). 

About  35  percent  of  the  Indian  Housing  projects  are  rental  and  about  65  percent 
involve  homeownership.   Under  the  Mutual-Help  Homeownership  program,  the  families  provide  some 
form  of  contribution  (e.g.,  land,  labor,  or  utilities  and  perform  their  own  maintenance  and 
ultimately  assume  full  ownership  of  the  units.   In  addition,  the  1988  Act  provides  for  a  Self- 
Help  cooperative  program  to  augment  the  Mutual-Help  program  and  permit  homebuyers  to  provide  a 
more  extensive  labor  (self-help)  program. 


C.   Public  and  Indian  Housing  Amendments.   Public  Housing  and  Indian  Housing  Contract 
Amendments  are  provided  to  amend  Annual  Contributions  Contracts  (ACCs)  for  Public  Housing  Agency 
(PHA)  and  Indian  Housing  Authority  (IHA)  units  under  development  which  require  additional  funds 
to  reach  construction  start,  to  correct  design  and/or  construction  deficiencies,  or  provide  for 
subsequent  adjustments  in  funding  requirements.   This  funding  reflects  a  commitment  to  carry 
through  to  con^letion  those  Public  and  Indian  Housing  projects  in  the  development  pipelines 
reserved  prior  to  fiscal  year  1994  that  are  expected  to  remain  cost  feasible  and  viable. 
Language  is  proposed  in  the  Budget  provides  that  the  total  development  and  acquisition  cost  for 
projects  approved  out  of  the  1994  appropriation  may  not  exceed  the  amounts  appropriated.   This 
would  mean  that  projects  approved  out  of  the  1994  appropriations,  no  amendments  would  be  provided 
In  future  years. 
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D.   Section  23  Leased  Housing  AdjuBtments.   Annual  adjustments  to  contracts  approved 
under  the  old  Section  23  Leased  Housing  program  generally  represent  additional  subsidies  to 
offset  increases  in  the  cost  of  project  operations .   The  funds  also  are  used  to  provide  interim 
transition  assistance  for  projects  that  are  being  converted  to  the  Section  8  Housing  Assistance 
Payments  program.   Because  of  lease  terms  and  contract  provisions /  conversions  frequently  do  not 
involve  all  of  the  units  in  a  project  simultaneously  and  the  funds  are  used  to  subsidize  the 
units  that  remain  under  Section  23  contracts  during  the  "phase-out"  period. 

The  Section  8  program  was  authorized  by  the  United  States  Housing  Act  of  1937,  as 
amended,  and  since  1975  has  been  the  major  HUD  program  for  providing  Federally  assisted  rental 
housing. 

The  Section  8  programs  such  as  the  Vouchers  and  Certificate  programs  make  use  of  the 
existing  housing  stock.   The  primary  focus  of  Section  8  over  the  last  decade  has  been  on  a  more 
effective  utilization  of  existing  housing  stock  and  on  increasing  the  flexibility  and  choice  of 
housing  afforded  to  beneficiaries,  i.e.,  the  Rental  Voucher  holder  finds  their  own  unit. 

II.   SECTION  8  PROGRAMS 

A.   Section  8  Voucher.   The  Housing  and  Community  Development  (HCD)  Act  of  1987 
(P.L,  100-242)  authorized  a  permanent  Voucher  program.   The  Section  8  Voucher  program  is  based  on 
the  following  program  considerations: 

1.  Tenant  Eligibility.   Initial  eligibility  for  the  Section  8  Rental  Voucher  program 
is  limited  to  families  with  incomes  at  or  below  50  percent  of  area  median  family  income.   There 
are  exceptions  to  this  rule  which  cover  over-income  households  displaced  from  other  assisted 
housing.   Preference  is  given  to  families  which,  at  the  time  they  are  seeking  assistance,  occupy 
substandard  housing,  are  involuntarily  displaced,  or  are  paying  more  than  50  percent  of  their 
income  for  rent. 

2.  Tenant  Subsidy.   In  general,  the  subsidy  the  new  tenant  receives  is  the 
difference  between  a  pre-determined  Payment  Standard  and  30  percent  of  adjusted  household  income. 
KAs  are  allowed  to  make  adjustments  to  the  payment  standard  on  an  annual  basis. 

3.  Payment  Standard,   The  Payment  Standard  may  not  exceed  the  Section  8  existing 
housing  FMR.   A  family  is  permitted  to  rent  above  the  Payment  Standard,  but  does  not  receive 
additional  subsidy.   Similarly,  families  may  rent  below  the  Payment  Standard  and  would  be  able  to 
keep  the  difference  between  the  payment  standard  and  their  rent  as  long  as  they  pay  for  housing 
at  least  10  percent  of  gross  unadjusted  income. 

4.  Portability  of  Voucher.   The  HCD  Act  of  1987  contained  a  portability  provision 
for  both  the  Certificate  and  Voucher  programs  which  allows  a  family  receiving  assistance  under 
either  of  the  programs  to  move  within  the  same  metropolitan  areas  or  a  contiguous  metropolitan 
statistical  area.   The  National  Affordable  Housing  Act  of  1990  extended  the  portability  of 
certificates  and  vouchers  to  anywhere  within  the  State  where  the  issuing  PHA  operates. 

5.  Rent  Reasonableness.   The  National  Affordable  Housing  Act  authorized  rent 
reasonableness  for  the  Voucher  program.   In  order  to  be  approved  by  the  PHA,  rents  are  required 
to  be  determined  reasonable  in  comparison  with  rents  charged  for  comparable  units  in  the  private 
unassisted  market. 

6.  Program  Administration.   The  Section  8  Voucher  program  is  administered  by  PHAs 
currently  administering  the  Section  8  Existing  Housing  program.   PHAs  are  reimbursed  for  initial 
determination  of  family  eligibility,  for  ongoing  oversight  activities  and  for  conducting  an 
initial  inspection  of  units  to  determine  if  they  meet  minimum  quality  standards.   Thereafter,  for 
a  household  to  remain  in  the  program,  its  unit  must  pass  an  annual  inspection  by  the  PHA.   The 
standards  are  those  used  in  the  Section  8  Existing  Housing  program. 

7.  Administrative  Fees.   Since  the  Certificate  program  began  in  1975,  HUD  has 
reimbursed  PHAs  using  a  two-part  fee  system.   Each  time  an  incremental  allocation  of  units  is 
made  to  a  PHA,  HUD  reimburses  the  PHA  for  a  portion  of  their  initial  start-up  costs,  also  known 
as  preliminary  expenses.   Most  of  the  reimbursements  received  by  the  PHA,  however,  are  paid  under 
the  ongoing  fee,  which  is  based  on  percentage  of  the  two-bedroom  Fair  Market  Rent  (FMR)  used  for 
calculating  assistance  payments  for  participating  families. 
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For  the  first  10  years  of  the  Certificate  prograjn,  the  administrative  fees  paid 
to  PHAs  were  based  on  a  preliminary  fee  of  $275  and  an  ongoing  fee  of  8.5  percent  of  the  FHR.   In 
Meirch  19BS,  HUD  reduced  the  fees  to  S250  for  the  preliminary  fee  and  7.65  percent  of  FMR  as  the 
ongoing  fee.   Also  in  March  1985,  the  first  fee  schedule  for  vouchers  was  announced,  using  $215 
for  preliminary  fees  and  6.S  percent  for  ongoing  fees.   (At  the  time,  it  was  thought  that 
administrative  costs  for  vouchers  would  be  less  than  for  certificates,  but  recent  research  has 
indicated  that  the  costs  are  essentially  the  same.) 

The  HCD  Act  of  1987  required  HUD  to  raise  fees  for  both  the  Certificate  and 
Voucher  programs  to  S275  for  preliminary  expense  and  to  8.2  percent  of  FMR  for  ongoing  expense. 
However,  no  funds  were  appropriated  for  the  additional  fee  expense  in  fiscal  year  1988,  and  the 
system  of  reimbursements  remained  unchanged.   For  fiscal  years  1989  through  1991,  additional 
funds  were  appropriated  for  the  higher  fees,  but  only  for  incremental  units,  (i.e.,  not  for  the 
almost  one  million  units  already  under  contract).   Thus,  there  are  essentially  three  fee  systems 
operating  at  the  present  time,  with  ongoing  fee  reimbursements  based  on:   6.5  percent  of  FMR  for 
non- incremental  vouchers,  7.65  percent  for  non-incremental  certificates,  and  8.2  percent  for 
incremental  units,  whether  certificates  or  vouchers. 

HUD'S  fiscal  year  1994  Budget  proposal  is  to  reimburse  ongoing  PHA  administrative 
expenses  for  both  certificates  and  housing  vouchers  at  7.25  percent  of  the  FMR.   This  would 
pertain  to  incremental  units  and  ongoing  contracts.   Evaluation  of  research  findings  and  program 
accounting  data  have  found  that  an  administrative  fee  system  based  on  7.2S  percent  of  FHR  would 
appropriately  reimburse  most  PHAs.   The  Budget  reflects  a  gradual  decrease  of  the  administrative 
fee,  to  6  percent,  by  1998. 

B.  Section  B  Certificate  Program.   Under  the  Existing  Housing  Certificate  program,  a 
family  determined  eligible  by  the  local  PHA  is  given  a  Certificate  of  Family  Participation  and 
then  may  seek  a  suitable  dwelling  unit  in  the  marjcet  or  choose  to  remain  in  its  present  dwelling 
unit  provided  the  unit  is  eligible  for  a  Section  8   subsidy.   Upon  meeting  program  regulation 
requirements  pertaining  to  housing  quality  and  rental  schedules,  the  owner  and  family  may  sign  a 
lease  subject  to  the  approval  of  the  PHA.   A  Housing  Assistance  Payments  contract  is  then 
executed  between  the  PHA  and  the  owner  which  provides  that  the  owner  receive  a  monthly  payment 
equal  to  the  difference  between  the  rent  payable  to  the  owner  by  the  family  and  the  approved 
total  rent  for  the  unit.   The  family  may  move  to  a  different  housing  unit  and  Iceep  its 
assistance,  as  long  as  the  unit  meets  program  requirements. 

Previously  under  the  Certificate  program,  the  certificate  holder  could  not  pay  more 
then  30  percent  of  adjusted  income  for  rent.   However,  the  Cranston-Gonzalez  National  Affordable 
Housing  Act  of  1990  authorized  that  a  PHA  can  approve  no  more  than  10  percent  of  its  incremental 
certificates  for  tenants  that  wish  to  pay  more  than  30  percent  of  income,  if  the  PHA  determines 
that  rent  and  rental  payments  by  the  family  are  reasonable. 

Project-based  assistance  for  rehabilitation  and  newly  constructed  housing  is  limited 
to  not  more  than  15  percent  of  the  units  administered  by  the  Public  Housing  Agency.   However,  the 
National  Affordable  Housing  Act  contains  a  provision  permitting  the  15  percent  limitation  on 
project-based  assistance  to  be  increased  by  an  additional  IS  percent  when  used  for  projects 
assisted  under  a  State  program  that  permits  the  owner  to  prepay  the  mortgage,  in  order  to  provide 
incentive  for  the  owner  to  preserve  the  project  for  the  occupancy  of  low-income  tenants. 

C.  Fair  Harjcet  Rents  (FMR).    The  initial  Section  B  contract  rents  are  based  on  the 
FMRs  established  for  each  major  housing  market  in  the  nation.   These  limits,  which  the  HCD  Act  of 
1987  requires,  are  to  be  updated  effective  October  1  of  each  year  and  ere  based  on  the  4Sth 
percentile  of  rents  for  various  sizes  of  housing  units  in  the  market  area,  generally  a 
metropolitan  area  or  non-metro  county  group. 

!>•   Conversion  of  Section  23  Leased  Housing.   Conversions  of  Section  23  units  to  the 
Section  8  program  are  accomplished  by  canceling  the  lease  agreement  between  the  PHA  and  the 
private  owner  with  the  provision  that  existing  tenants  will  be  provided  Section  8  assistance  so 
that  their  continued  assistance  either  in  the  same  unit  or  another  unit  may  be  accomplished. 
Funding  for  the  conversion  is  provided  by  redistributing  the  Section  23  payment  amount  to  the 
Section  8  program  and  supplementing  this  amount  with  additional  Section  8  authority  as  needed  to 
provide  for  the  total  cost. 
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E.  Section  6  Amendments,   Certificate  and  Mod  Hehab  Program  ajT.endmeiits  provide 
Section  8  contract  and  budget  authority  increa&eE  to  PHA  certificate  and  Mod  Rehab  programe  to 
support  increases  in  Section  8  payments  due  to  rent  increases  and  decreases  in  tenant  incomes, 
and  to  extend  contract  authority  amendments  provided  in  prior  years  with  limited  budget 
authority. 

Project  reserve  amendments  provide  Section  8  contract  and  budget  authority  increases 
to  projects  which  have  new  Construction,  substantial  Rehabilitation,  cr  Loan  Management  Set-Aside 
Section  8  contracts,  or  have  ^^roperty  Disposition  Section  8  assistance  where  the  sales  closing 
occurred  more  than  2  years  earlier  than  the  amendment  period.   Housing  Finance  Development  Agency 
and  Farmers  Homes  Administration  Section  8  contracts  are  included. 

Property  Disposition  amendments  are  used  to  reconcile  the  HAP  contract  by  making 
adjustments  to  the  Section  8  assistance  when  the  project  is  sold,  or  shortly  thereafter  (at  the 
commencement  of  the  Section  8  HAP  contract). 

F.  New  Construction,  Substantial  Rehabilitation,  and  Rental  Assistance  for  the 
Supportive  Housing  Programs.   The  Housing  Urban-Rural  Recovery  Act  of  1983  repealed  the  authority 
for  new  construction  and  substantial  rehabilitation  except  for  Section  202  (Housing  for  the 
Elderly  or  Handicapped).   The  1987  HCD  Act  revised  the  handicapped  portion  of  the  Section  202 
direct  loan  program  and  created  a  new  rental  subsidy  program.  Section  202(h),  to  be  used  in 
conjunction  with  the  loans .   The  Cranston-Gonzalez  National  Affordable  Housing  Act  (NAHA)  then 
created  a  Capital  Grants  program  (under  Section  202  for  the  elderly  and  Section  811  for  the 
disabled)  to  replace  direct  loans.   The  Act  also  replaced  the  Section  8  and  Section  202(h)  rental 
assistance  programs  with  a  new  Section  202  and  Section  811  rental  assistance  programs  to  be  used 
in  conjunction  with  Capital  Grants.   This  component  replaces  the  Section  8  for  the  elderly  and 
Section  202(h)  for  the  handicapped  rental  assistance  programs.   Rental  assistance  will  be 
provided  for  newly  constructed  or  substantially  rehabilitated  units.   Since  the  projects  will  be 
financed  with  a  grant,  the  rental  assistance  need  only  cover  operating  costs.   Tenants  will  pay 
the  highest  of  the  following  amounts :  30  percent  of  their  adjusted  income,  10  percent  of  their 
gross  income,  or  the  welfare  rent. 

G.  Rent  Comparability.   Consistent  with  the  HCD  Act  of  1987,  Section  8  New  Construction 
and  Substantial  Rehabilitation  programs  limit  the  annual  adjustment  of  contract  rents  following 
contract  execution  or  cost  certification.   An  adjustment  is  unacceptable  if  it  generates  a 
material  difference  between  rents  charged  to  assisted  units  and  those  charged  to  unassisted  units 
of  similar  quality  and  age  in  the  same  market  area,  unless  differences  already  existed  at  the 
time  of  contract  execution  or  cost  certification.   In  other  words,  while  the  rent  on  the 
subsidized  unit  may  be  higher  than  the  rent  on  the  given  assisted  or  unassisted  comparable  unit 
at  the  date  of  project  completion,  the  dollar  amount  of  this  initial  difference  should  not  be 
allowed  to  increase  over  time  based  upon  the  application  of  the  annual  adjustment  factor.   Based 
upon  reports  by  the  Department's  Inspector  General,  this  initial  difference  has  been  increasing 
in  substantial  numbers  of  Section  8  New  Construction  and  Substantial  Rehabilitation  projects. 

The  1987  Housing  Act  also  included  a  prohibition  against  a  reduction  to  Section  8 
contract  rents ,  effective  April  15,  1987,  for  new  substantial  rehabilitation  and  moderate 
rehabilitation  projects  except  in  cases  where  mortgage  refinancing  causes  a  reduction  to  the 
amount  of  debt  service  needed  to  service  the  mortgage.   In  those  cases,  the  Section  8  rents  can 
be  reduced  but  by  not  more  than  the  debt  service  reduction. 

The  Ninth  Circuit  Court  of  Appeals  rendered  an  opinion  on  rent  comparability  on 
June  6,  1988,  (Rainier  View  Associates )  which  found  the  "two  stage"  appl ication  of  the 
Department's  rent  comparability  standards  to  be  incorrect.   This  error  was  the  result  of  a 
failure  to  apply  the  full  Annual  Automatic  Adjustment  Factors  (AAAFs).   The  Department  was 
ordered  to  pay  retrodctive  and  prospective  payments  to  the  plaintiff  to  correct  the  Rainier  View 
inequities.   These  payments  were  made  in  fiscal  year  1989. 

Subsequently,  the  Department  of  Housing  and  Urban  Development  Reform  Act  of  1989  was 
enacted  on  December  15,  1989.   The  Act  authorizes  the  Department  to  make  nationwide  retroactive 
payments  to  owr.ers  of  projects  that  had  experienced  a  decrease,  or  insufficient  increase,  in  rent 
adjustments  because  of  a  faulty  application  of  the  Department's  rent  comparability  standards. 
The  payments  were  originally  intended  to  be  made  over  a  3-year  period  starting  in  fiscal  year 
1991,  and  the  Department  received  §70  million  in  appropriations  for  this  purpose  each  of  the  past 
3  years  for  a  total  of  $210  million.   Variations  in  the  rate  of  Field  Office  rent  adjustment 
calculations  have  delayed  the  obligation  of  funds,  as  the  Department  has  decided  to  make  all 
payments  at  the  same  time. 
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H.   Program  Set-Aaides.   As  specific  needs  and  problems  arose,  set-asides  were 
established  within  the  Section  8  program  to  address  these  situations.   Several  Section  8  program 
set-aside  are  outlined  below. 

1.  Property  Disposition.   The  Property  Disposition  Set-Aside  program  provides  for 
the  use  of  Section  8  housing  assistance  in  connection  with  the  sale  of  HUD-owned  properties  and 
sale  of  HUD-held  mortgages  at  foreclosure  in  order  to  increase  and  maintain  the  amount  of  housing 
affordable  by  lower-income  families,  to  minimize  displacement  of  tenants,  to  preserve  and 
revitalize  residential  neighborhoods,  and  to  dispose  of  projects  in  a  manner  consistent  with 
HUD'S  disposition  objectives. 

2.  Loan  Management.   The  LMSA  program  provides  Housing  Assistance  Payments  on  behalf 
of  eligible  low-  and  moderate- income  families  in  projects  that  are  experiencing,  or  can  be 
expected  to  experience,  serious  financial  difficulties.   The  LMSA  program  provides  a  secure 
income  base  for  insured  projects  that  might  otherwise  default  and  cause  a  claim  to  be  made 
against  the  FHA  insurance  fund.   Section  8  LMSA  contracts  are  limited  to  5-year  terms. 

1992  -  1994  PROGRAM 

The  attached  tables  provide  a  summary  of  gross  reservations  and  use  of  budget  authority  for 
fiscal  years  1992-1994  for  the  Annual  Contributions  programsi 
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ANNUAL  CONTRIBUTIONS  FOR  ASSISTED  HOUSING 
FY  1»B2  -  GROSS  RESERVATIONS  a/ 


Units  Cost                    Term 

Rscaptuies _ NA  NA 

Rescission  of  Recapture* - NA  NA 

Usa  of  Carryover _ _ NA  NA 

3/74  Budget  Authority  Restored NA  NA 

Transfer  from  Otfier  Accounts _ NA  NA 

Transfer  to  Other  Account* NA  NA 

New  Authority _ NA  NA 

Recission  of  Authority _ NA  NA 

Total  Availaljle NA  NA 

PuShc/indian  Housing: 

Public  Housing 5.152 'b/  72.961 

indjai  housirig _ 2.772  *  86.507 

Am*.  Jnients _ - _  NA  NA 

Lease  Adjustments NA  NA 

Modernization _  NA  NA 

Subtotal.  Public  and  Indian  Housing 7.924 

Section  8  and  Other: 

Elderly/Disabled: 
Elderly 

Capital  Grants _ 112.379I*  59.906                        NA 

Rental  Assistance...- - 12.379*  3.349                         NA 

Senrice  Coordinator*. _                     NA  NA                        NA 

Subtotal.  Bderly _ _..- 12.379 

Disabled: 

Capital  Grants _ (3,234)  •  53.599 

Rental  Assistance -.  3.234  •  3.127 

Subtotal.  Disabled _..- 3.234 

Loan  Conversions _ _..„ M*:???!  "* 

Total.  Elderly/Disabled 15.613 

Incremental  Vouchei* _ 17.678  •  MSO 

Certificates: 

Incremental  Cettifieates ~ 29,835  *  6,487 

P.H  Replacement  (15-yr).... „.._ _ 68  7,185 

P.H.  Demo/OisposiHon. _ - 64  5,871 

Demo/dispo-St.  Louis „ 465  S.132 

P.H,  Opt-Outs 88  8,055 

Subtotal.  Certificate* - 30,520 

Foster  Child  Care _ _ 905  •  10.522 

Housing  Opportunities  for  people  with  AIDS —  587  *  6,812 

Property  Disposition „..  3.764  3,861 

Loan  Management - 9.606  5,054 

Rent  Sup/RAP  Conversion*. _ 737  4,217 

Special  Purpose  Grant* — _ „ NA  NA 

Preservation/Homeownership NA  NA 

Section  23  Conversion* _ S72  4,217 

Amendment*: 

Existing  Housing „...  NA  NA 

Project  Reserve* _ NA  NA 

Moderate  Rehabilitation NA  NA 

Propeity  Disposition NA  NA 

SiMotal.  Amendment* NA  NA 

subtotal  Section  8  and  Other _...  80.002  NA                       NA 

Total,  Annua!  Contributien*...... 87,tt6  NA                       NA 

Carryover .._.  NA  NA                        NA 

IncrementtI  (•) _ _.._ 72.742 

a/  Include*  carryover  balances. 

b/  Exclude*  3,248  unit*  urxler  Major  Raeonetruetion  of  Obaotale  Public  Housii^  Project*. 


Budget 
Authority 


NA 

$1 .517.575,730 

NA 

(375.384.892) 

NA 

3.323,389,846 

NA 

9,233,261 

NA 

806,810,847 

NA 

(455,000.000) 

NA 

8,070,201.000 

NA 

(667.000.000) 

NA 

12,229,325.792 

NA 

612,672.937 

NA 

239.797.023 

NA 

73.942.655 

NA 

19.635.565 

NA 

2,580,642,603 

3.526,890,803 


741.601.754 
629.362,603 
10.715,027 


1.561.699.584 

NA 
20 

173.340.098 
202.243.552 

375.583.650 

NA 

792.356.574 

2.749.639.808 

S 

758.889.768 

5 
15 
5 
5 
5 

964.758.758 

7.277.475 

1.878.615 

11.931.170 

3.544.130 

969.390.148 

S 

47.611.625 

5 

3,602,000 

IS 

219,139.753 

5 

242.764.680 

5 

15.536.045 

NA 

44.422.085 

NA 

273.890.795 

5 

22,561.481 

NA 
NA 
10 
NA 

465.492.999 

1.214.337.245 

101,537.123 

17.182.605 

NA 

J.8l8Ji49.972 

7.186.000.160 

10!7r2"69aS3 

1.516.434.829 

4.574.100,318 


D-18 


289 


ANNUAL  CONTniBUTIONS  FOR  ASSISTED  HOUSING 
FY  1003  -  GROSS  RESERVATIONS    •/ 


R«captur«5 

McKinney  FAF  Recaptixes       

Rescission  of  McKinney  Recapturaa.. 

Reuse  of  Recaptures 

Use  of  Carryovef        

Transfer  of  Budget  Authority 

Reduction  in  New  Autharty  due  to 

non  recapture  in  Sec   236 

Transfer  from  FEMA 

Transfer  to  Other  Accounts. 

New  Authority ». 

Total  Available. ».... 


Pubhc/lndian  Housing: 

Public  Housing    

Indian  Housing 

Amendments 

Lease  Ad)ustmflnts 

Modernization 

Subtotal  Public/tndian  Housing.... 

Section  6  and  Othe>: 

Section  202: 
Suppative  Housing  for  Elderly  c/-. 
Sen/ice  Coordiruitors  (Elderly) 


Subtotal.  Elderly 

Sectron  81 1: 
Supportive  Housing  for  Disabled  c/... 

Total.  Elderly/Disabled 

Vouchers 

Incremental  „„, 

VA  Supportive  Housing 

2~yf  Disaster  Vouchers 

P.H  Reloc  ARepl 

Subtotal,  Vouchers 

Certificates 

Incremental  Certificates 

Moving  to  Opportunty 

PH.  Replacement  (l5-yr) 

PH  Demo/Disposttion 


Subtotal.  Certificates 

Moving  to  Opportuniy 

Foster  Child  Care 

Housing  Opportunities  for  people  with  AIDS.. 

Moderate  Rehabilitation 

Family  Investment  Centers 

Property  Disposition „ „.. 

Loan  Management ».., 

Housing  Demonstration.  Sec  304(e)(1) 

Special  Purpose  Grants 

Preservalion/Homeownership    d/ 

Lead-Based  Paint  Demonstration 

Section  23  Conversions 

Amendments: 

Existing  Housing 

Project  Reserves 

Moderate  Rehao.... _ 

Property  Disposition 

Rainier  View  Requrements „ 

Subtotal.  Amendments 

Subtotal  Section  8  and  Other 

McKinney  FAF 

Total,  Annual  Contributiona. 

Incremental  (•) , 


NA 

NA 
NA 


7.749 


0.115* 
NA 


18.000* 
|523)  * 
210 
70 

10.288 

1.371  • 
2.308  • 
1.882* 
NA* 
NA 
1.002 
8.452 
NA 
NA 
32.014 
NA 
045 

NA 
NA 
NA 
NA 
NA 

NA 

103.881 

_  NA 

111.030 

08,704 


NA 
NA 
NA 


NA 
NA 


2. 472  • 

NA 

11.587 

22.409  • 

6.716 

1750)  • 

2.459* 

404 

5.105 
6.507 
6.716 

6.718 
7.284 
6.491 
6.716 


7.294 

6.S07 

NA 

NA 

NA 

6.047 

4.807 

NA 

NA 

NA 

NA 

3.960 

NA 
NA 
NA 
NA 
NA 

NA 

NA 

NA 

NA 


NA 
NA 
NA 


NA 
NA 


5 
5 
15 

5 


5 

5 
NA 
NA 
NA 
15 

5 
NA 
NA 
NA 
NA 

5 

1 
NA 
10 
NA 
NA 

NA 

NA 

NA 

NA 


Budget 
Author  rty 

$236,300,000 
36.000.000 
_(1_8J)00.000) 


NA 
NA 
NA 

NA 
NA 
NA 

NA 
NA 
NA 

254.300.000 

1.516.434.828 

42.934.000 

NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 

NA 
NA 
NA 
NA 

(283.000.000) 
32.000.000 
(11.ai0.847)b/_ 
8.936.731,000 

NA 

10.487.588.981 

4.946  • 

2.803  • 

NA 

NA 

NA 

81.200 

91.905 

NA 

NA 

NA 

NA 
NA 
NA 
NA 
NA 

401.614.675 

257.610049 

100.298.945 

27,348.723 

3.193.317.943 

3.980.190  940 


1,331,059,388 
_  _20^227.719 

1.351.287.107 


_  357^125,428 
1.708.512  535 

746.494,858 

[19.143.750] 

32.000.000 

13^575,2^5 

792.070.123 

639.401.077 

(19.082.7641 

20.445.955 

_   2^664.81 7 

662.601.849 

50.000.000 

75.095.284 

144.104.909 

125.595 

25.000.000 

96.286.455 

203.163.938 

4.007.380 

374.891.000 

620.087.571 

147.706.909 

12.767.757 

426.076.781 
718.198.170 
202.420  137 
19.492.805 
206J88.843 

1.572_^976.736 

6.489.398,041 

_     18^000.000 

10.487.588.981 

4,034.821.863 


•/  lnclu(l*s  carryovw  faalanc«s. 

b/  RWlActs  transfsr  of  amttndmant  fundrig  to  th«  Section  202  Loan  Fivid.   Not  r«fl«ct«d  in  th«  Pr»sid«nt't  Budg*t 

cl  Capital  Giants  i  Rental  Assiatanca  undar  SacUona  202/81 1  wara  maigad  in  tha  1 983  Appropriations  Act 

Thatafora.  a  saparata  Budgal  Authaity  was  not  providad  for  Capital  Gtanta  and  Rantal  Aaaisknca. 
d/  R^lacts  a  raduction  of  S283  million  raaulting  from  a  changa  in  antidpatad  rac«pti#aa  in  ttia  Ranlal  Housing  Asaietanca  progran 
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ANNUM.  CONTRiaunONS  FOR  ASSISTED  HOUSMG 
FY  igM  -  GROSS  RESERVATIONS 


Raeaptvas. 

Naw  Auttiority 

Total  Available 

PublicHouang: 

Public  Housing. 

Indian  Housing 

Am«ndmants 

Leas*  Adjustntanls.. 
Modernization 


Subtotal,  Public  Housing 

Elderly: 

Capital  Grants. 

Rental  Assistance 

Amends.  Service  Coordinators... 


Subtolal,  Sderty 

Disabled: 

Capital  Grants 

Rerrtal  Assistance 

Subtotal.  Bderty/Disabled. 

Total,  Elderly/Disabled 

Incremental  Rental  Assistance 

PHA  Fee  &  Savings. 

Nat  Increnrwntal  Rental  Assistance.. 


Public  Housing  Relocaton/Repb^ement 

Moving  to  Opportunity 

Moving  to  Opportunity  Counseling 

Foster  Child  Care 

Family  Investment  Centers. 

Family  Self-sufficiency  Coordinatort. 

Property  Disposition 

Loon  Management 

KeservaAon 

Preservaton  Reform  t^. 

Nat  Preservation 

Section  23  Conversions „ 

Housing  Opportunltias  for  Persons  wtti  AIDS.. 

Lead- Based  Paint 

Anieiidfnents. 
ENSiaig  Housmg.. 


Project  Reserves „ 

Moderate  Rehab 

Moderate  Rehab  (Adjuxmanls) 

Propeity  Disposten „ 

SuI^bW,  Afnendman^.. 

SuMotal.  Seelon  Sand  Other 


Po«t  1 970  Section  6  Residual 
Total,  Annual  Conbibutons.... 
Inoramental  (*) 


Unils 

Cost 

Term 

Budget 
Authority 

NA 

NA 

NA 

242.660.000 

NA 

NA 

NA 

8.423.000.000 

NA 

6.665.680.000 

4.800* 

63,333 

NA 

400,000,000 

2.725" 

94.429 

NA 

257,320.000 

NA 

NA 

NA 

62262.000 

NA 

NA 

NA 

22,451.000 

NA 

NA 

NA 

3,100,000,000 

7.525* 

3,842,033,000 

[4.900]* 

57.874 

NA 

283,585.000 

4.900* 

3.540 

20 

346.880,000 

NA 

NA 

NA 

15,855,000 

4,900* 

646.320.000 

[1.5001* 

60,025 

NA 

90,038.000 

1,500* 

3,457 

20 

103.716.000 

1^K»* 

193,754,000 

6.400* 

840,074.000 

41.338* 

6.684 

5 

1.381.518.000 

NA 

NA 

NA 

_J6X)0q.000) 

41.338 

6.684 

5 

1.375,518.000 

2.481 

6.684 

5 

82,916,000 

1,364* 

7.527 

5 

51,350,000 

NA 

NA 

NA 

5.000.000 

2202* 

7.030 

5 

77.401.000 

NA 

NA 

NA 

25.675.000 

NA 

NA 

NA 

8.400.000 

2.452 

6.948 

15 

255.543,000 

1.066 

4.961 

5 

26,454.000 

33.330 

NA 

NA 

645.569.000 

m 

_NA 

_NA 

_(46jPOq.O0O) 

33,330 

NA 

NA 

599,559,000 

200 

3.960 

5 

3,960.000 

564* 

7.030 

5 

102.700.000 

NA 

NA 

NA 

100.000,000 

NA 

NA 

5 

437,185.000 

NA 

NA 

7 

747.399.000 

NA 

NA 

10 

69,000.000 

NA 

NA 

10 

6,000.000 

NA 

NA 

15 

19.513.000 

NA 

1279,097.000 

91.417 

4.633.647.000 

•  Baa 

NA 

IM 

NA 

(10.000.000) 

96.942 

6.666.460.000 

59.413 

3.088.506.000 

tam  laOKto  lOOK  or  Fair  Mirttal  Rant 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
ASSISTANCE  FOR  THE  RENEWAL  OF  EXPIRING  SECTION  8  SUBSIDY  CONTRACTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  VB  1993 

PROGRAM  HIGHLIGHTS. 


\  (Dollars  In  Thoueands) 

Appropriation  (Budget  Authority)! 

Enacted  or  PropoBed $7,355,128  $6,411,632  S6, 076, 135  $6,076, 135  $5,558,106  -$518,029 

Supplemental 230,000  NA  NA          NA  NA  NA 

Advance  Appropriation 

(1993) [850,000]  850,000  850,000     850,000  ...  -850,000 

Advance  Appropriation 

(1994) NA  [421,000)  (720,000)   [720,000]  720,000  +720,000 

Advance  Appropriation 

(1995) NA  NA   NA  NA  [800,000)  [+800,000) 

Subtotal,  Enacted 7,585,128  7,261,632  6,926,135   6,926,135  6,278,106  -648,029 

Carryover /Recovery 32,174  ._^_:_      ^j^    291.811     ._:_:_  -291,811 

Total  Available $7,617,302  $7,261,632  $6, 926, 135  $7, 217 ,946  $6,278,106  -$939,840 

GroES  Reservations $7,325,491  $7,261,632  NA  $7,217,946  $6,278,106  -$939,840 

Unit  Reservations 246,886     223,292  NA    222,602  188,219  -34,402 

Units  Under  Payment 501,878          NA  NA    755,293  944,809  +189,516 

Budget  Outlays $1,509,914  $2,260,322  NA  $3,081,840  $4, 113, 158  +$1 , 031 , 318 

NOTE:    T))e  Assistant  Secretary  for  Housing  administers  t)ie  renewal  of  HUD-administered 

project-based  Section  8  contracts  and  the   Assistant  Secretary  for  Public  and  Indian 
Housing  administers  renewals  for  t)ie  PHA-administered  Vouchers,  Certificate  and 
Moderate  Rehabilitation  contract  expirations. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  Budget  continues  the  Department's  efforts  to  maintain  the  supply  of  affordable 
housing  through  the  renewal  of  expiring  Section  8  contracts.   An  appropriation  of 
$S,SS8  million  is  requested  in  1994  for  the  renewal  of  expiring  Section  8  contracts.   This,  along 
with  an  advance  appropriation  of  $720  million  provided  in  the  1993  Appropriations  Act,  will  malce 
available  a  total  of  $6,278  million  to  renew  contracts  representing  188,219  units.   The  1994 
request  includes  estimates  for  the  renewal  of  Moderate  Rehabilitation  (Mod  Rehab)  contracts.   In 
Iceeping  with  the  Departments'  policy  of  providing  tenant-based  subsidies  where  possible,  the 
Moderate  Rehabilitation  contracts  will  be  renewed  with  vouchers. 

In  the  event  that  the  FY  1994  appropriation  is  insufficient  to  cover  all  expiring 
Section  8  contracts,  language  is  proposed  which  will  allow  transfer  of  funds  from  the  Annual 
Contributions  appropriation  to  this  appropriation.   Should  insufficient  funds  be  available  to 
transfer  to  renew  all  contracts  for  a  full  5-year  term,  then  the  transferred  funds  may  be  used  to 
extend  some  contracts  until  October  1,  1994.   At  that  point  the  extended  contracts  will  be 
renewed  for  5-year  terms.   Further,  an  advance  appropriation  of  $800  million  for  1995  is 
requested  for  those  contracts  expected  to  expire  during  October  1994.   This  will  eliminate  the 
uncertainty  of  the  availability  of  funds  to  renew  these  October  expirations. 

The  estimates  for  PIH-administered  renewals  for  fiscal  year  1994  are  based  on  tests  of  a 
statistical  sample  of  data  submitted  by  the  Field  Offices,  and  tests  concerning  the  completeness 
of  the  renewal  data.   The  Control  Files  Subsystem  (CFS)  provided  a  basis  for  the  universe  of 
contracts.   To  the  extent  that  the  data  in  the  systems  changes,  actual  requirements  may  vary. 
During  fiscal  year  1993,  the  Department  will  continue  to  monitor  the  Field  Office's  verification 
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of  the  fiBcal  year  1994  expiration  data.   However,  the  total  requeeted  tor  fiecal  year  1994  is 
within  the  audited  9S%  confidence  range. 

Based  on  the  most  recent  data,  the  following  table  provides  an  estimate  of  units  and 
budget  authority  by  program  type  for  the  fiscal  year  1994  request: 


FISCAL  YEAR  1994 


UNITS 


BUDGET 
AUTHORITY 


(Dollars  in  Thousands) 


Housing-Administered. 
PHA-Administered: 

Certificates 

Vouchers 

Total 


21,675 

106, S67 

59,977 

188,219 


$589,562 

3,591,962 

2,096,582 

$6,278,106 


2.   CHAMGES  FROM  THE  1992  ESTIMATE  INCLUDED  IN  THE  1993  BUDGET 

The  fiscal  year  1992  Appropriations  Act  and  the  fiscal  year  1992  Supplemental 
Appropriation  Act  included  $7.6  billion  of  budget  authority  for  contract  renewals.   This,  along 
with  $32.2  million  carried  over  from  fiscal  year  1991,  resulted  in  a  total  availability  of 
$7,617.3  during  1992. 

The  actual  reservations  during  fiscal  year  1992  totaled  $7,325.5  million  of  budget 
authority.   The  remaining  unreserved  balance  of  $291.8  million  was  carried  over  into  1993. 
Reservation  activity  by  category  Is  shown  on  the  following  tablet 


FISCAL  YEAR  1992 


UNITS 


BUDGET 
AUTHORITY 


(Dollars  in  Thousands) 


Housing  Administered. 
PHA-Administered i 

Certificates 

Vouchers 

Total 


33,808 

143,309 

69,769 

246,886 


$890,807 

4,246,821 

2,187.863 

$7,325,491 


3.   CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  original  fiscal  year  1993  Budget  request  for  renewals  amounted  to  over  $6  billion. 
Subsequent  to  the  Budget  submlEsion  and  as  a  result  of  extensive  Field  and  headquarters 
verification  of  certificates  and  voucher  renewal  needs,  the  Department  revised  its  fiscal  year 
1993  request  by  almost  $202.5  million,  which  Included  funding  for  those  contracts  expiring  during 
October  1993.   The  Congress  provided  a  1993  funding  of  $6,076.1  million  and  approved  an  advance 
appropriation  of  $720  million,  to  become  available  on  October  1,  1993.   A  recent  audit  of  the 
fiscal  year  1993  renewals  for  certificates  and  vouchers  verified,  at  the  95  percent  confidence 
level,  that  our  funding  requirement  was  within  the  projected  range. 
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The  following  table  highlights  the  current  estimates  of  the  use  of  available  funds  for 
unit  and  cost  renewals  by  program  type: 

FISCAL  YEAR  1993 


TYPE  OF  UNIT  UNITS 

Housing-Administered 21 ,624 

PHA-Administered: 

Certificates 138,916 

Vouchers 62,  062 

Total 222,602 

EXPLANATION  OF  INCREASES  AND  DECREASES 


(Dollars  in  Thousands) 
APPROPRIATION       CARRYOVER 


$572,700 

4,309,505 

2,043,930 

$6,926,135 


249,811 

42,000 

$291,811 


TOTAL 

$572,700 

4,559,316 

2,085,930 

$7,217,946 


The  decrease  in  budget  authority  requested  in  1994  reflects  a  reduced  number  of  units 
expiring  in  fiscal  year  1994  compared  to  fiscal  year  1993.   During  fiscal  year  1994,  a  total  of 
188,219  units  are  estimated  to  require  new  contracts  compared  to  222,602  in  units  in  fiscal  year 
1993. 

Fiscal  year  1994  estimates  also  include  an  increase  in  outlays  from  fiscal  year  1993.   In 
fiscal  year  1994,  it  is  estimated  that  $4,113.2  million  in  outlays  will  occur  compared  to  a 
fiscal  year  1993  estimate  of  $3,081.8  million. 

The  increase  in  estimated  outlays  in  fiscal  year  1994  represents  additional  units  that  will 
be  under  payment  in  the  Contract  Renewal  account  in  fiscal  year  1994. 

LONG-RANGE  ESTIMATES 

The  long-range  estimates  of  renewal  requirements  are  summarized  on  the  table  below; 


UNITS 


BUDGET 
AUTHORITY 


(Dollars  in  Thousands) 


1995. 
1996. 
1997. 
1998. 


206,226 
429,063 
451,843 
433,238 


$7,341,708 
14,449,759 
15,708,614 
15,171,049 


PROGRAM  DESCRIPTION 

In  the  fiscal  year  1990  Appropriations  Act  (P.L.  101-144)  Congress  created  a  separate 
account  to  fund  the  renewal  of  expiring  Section  8  contracts.   In  accordance  with  the  1990,  1991 
and  1992  Appropriations  Acts,  contracts  are  renewed  for  a  5-year  period  and  the  assistance  is 
provided  "in-kind."   That  is,  contracts  are  renewed  with  the  same  type  of  assistance  contract 
that  exi&ted  previously  such  as  new  construction,  moderate  rehabilitation,  loan  management, 
certificate  or  voucher  contracts.   In  1994,  however,  the  Department  plans  to  renew  expiring 
moderate  rehabilitation  contracts  with  vouchers.   The  fiscal  years  1992  and  1993  appropriations 
acts  also  provided  for  advance  funding  of  contracts  that  expire  through  October  of  the  following 
fiscal  year.   In  that  vein,  a  fiscal  year  1995  estimate  of  $800  million  is  included  for 
expirations  through  October  1994. 
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DEPARTHENT  OF  HOUSING  AND  URBAN  DEVELOPHEHT 
HOUSING 
FLEXIBLE  SUBSIDY  FUND 
PROGRAM  HIGHLIGHTS 


72 

93 

+  21 

S121, 

,001 

156, 

,168 

+$35,167 

269, 

,498 

156, 

,168 

-133,330 

225, 

,881 

-225,881 

10, 

,117 

10, 

,441 

+324 

77, 

,500 

79, 

,980 

+2,480 

-24, 

,000 

65, 

,747 

+89,747 

289, 

,498 

156, 

,168 

-133,330 

27, 

,331 

159, 

,553 

+132,222 

BUDGET    CURRENT  INCREASE  + 

ACTUAL     ESTIMATE   ESTIMATE   ESTIMATE   DECREASE  - 
1992        1993       1993      1994    1994  VB  1993 
(Dollars  in  Thousands) 
Program  Levels; 

Projects  Assisted 115        ... 

Reservations $192,141 

Obligations 76,505     47,875 

Financing 

Unobligated  balance,  SOY  a/...  174,564  71,875 
Other  funds  available  (net)  9,317  10,117 
Transfers  from  the  Rental 

Housing  Assistance  Fund 68,146     77,500 

Appropriations/Budget 

Authority 50,000   -111.617 

Total 302,027    +47,875 

Budget  Outlays -14,593    -17,102 

a/   Includes  amounts  reserved  but  not  obligated. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

An  appropriation  of  $65.7  million  is  requested  for  1994.   This,  together  with  an 
estimated  transfer  of  $80  million  from  the  Rental  Housing  Assistance  fund  and  S10.4  million  in 
other  income,  will  provide  a  $156.2  million  program  level. 

Increased  funding,  in  the  form  of  appropriations,  is  proposed  for  fiscal  years  1994 
through  1998.   This  is  part  of  the  President's  Investment  strategy  which,  together  with  increased 
Section  8  Property  Disposition  funding  and  Section  8  Preservation  funds,  constitutes  a 
comprehensive  and  coordinated  funding  approach  to  promote  the  preservation  and  restoration  of 
assisted  housing.   A  recent  needs  assessment  estimated  a  $1.2  billion  unfunded  backlog  of 
physical  need  in  distressed,  or  stressed  HUD-Insured  multifamily  rental  housing  stoc)c.   The 
Flexible  Subsidy  deferred  maintenance  and  capital  improvements  programs  are  the  Department's 
principal  tool  for  addressing  these  needs.   The  Flexible  Subsidy  component  is  proposed  to  be 
funded  at  a  $156  million  level  in  1994  and  at  $200  million  in  fiscal  years  1995  through  1998. 

2.  CHANGES  FROM  1992  INCLUDED  IN  THE  1993  BUDGET 

The  1993  Budget  estimated  the  reservation  of  $208.5  million  in  Flexible  Subsidy 
assistance  to  support  150  projects  during  1992.   Actual  reservations  of  $192.1  million  will 
support  115  projects.   It  also  was  assumed  that  supplemental  legislation  would  be  enacted  which 
would  rescind  $25  million. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  proposed  the  transfer  of  $24  million  to  the  Annual  Contributions 
account  and  $87.6  million  to  Treasury.   Congress  authorized  the  $24  million  transfer  to  Annual 
Contributions  but  did  not  approve  the  transfer  to  Treasury.    A  program  level  of  $121  million  for 
the  Flexible  Subsidy  program  is  proposed  for  1993.   Estimated  transfers  from  the  Rental  Housing 
Assistance  fund  of  $77.5  million,  other  income  of  $10.1  million  and  uncommitted  unobligated 
balances  of  $33.4  million  will  provide  budget  authority  to  fund  72  projects  in  1993. 
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EXPLANATION  OF  INCREASES  AND  DECREASES 

During  1994,  a  total  of  $156,2  million  reservation  level  is  expected  to  tund  93  projects. 
The  Flexible  Subsidy  fund  will  reflect  a  proposed  appropriation  of  S65.7  million,  transfer  of 
$80  million  from  the  Rental  Housing  Assistance  Fund,  and  repaymentu  and  other  income  of 
S10.4  million  totaling  $156.2  million. 

PROGRAM  DESCRIPTION 

The  Flexible  Subsidy  Fund  was  initially  authorized  by  the  HOLisin^  and  Cominunity  Development 
Amendments  of  1978,  subsequently  amended  by  the  Housing  and  Cornjiiunity  Development  Act  of  1987, 
and  further  amended  by  the  McKinney  Homeless  Assistance  Amendmi'!nts  Act  of  1988.   The  HCD 
Amendments  of  1987  established  the  Flexible  Subsidy  Fund  into  i/nich  repaid  funds  would  be 
credited  along  with  any  transfer  from  the  Rental  Housing  Assistance  Fund.   The  1988  Act  requires 
the  use  of  Flexible  Subsidy  funds  for  major  capital  improvements.   The  Act  requires  that  not  less 
than  $30  million  or  40  percent  (whichever  is  less)  of  the  amounts  available  for  Flexible  Subsidy 
be  used  for  capital  improvements. 

The  objectives  of  the  Flexible  Subsidy  program  are  to:   (1)  reduce  claims  on  the 
Department's  mortgage  insurance  funds  by  aiding  projects  in  financial  distress  where  existing 
sources  of  financial  relief  are  inadequate  to  cure  the  projects'  problems,  and  (2)  preserve  and 
protect  the  existing  supply  of  low-  and  moderate-income  housing  by  upgrading  the  quality  of 
management  services  and  effecting  short-term  improvements  which  will  enable  projects  to  become 
self-sustaining  and  remain  affordable. 

Assistance  for  capital  improvements  authorized  by  the  Housing  and  Community  Development  Act 
of  1987,  includes  major  repair  or  replacement  of  capital  items  in  eligible  projects,  including 
repairs  or  replacements  which  occur  as  a  result  of  inadequate  project  maintenance.   Project 
owners  receiving  loan  assistance  under  this  program  will  be  expected  to  contribute  at  least 
20  percent  of  the  cost  of  the  improvements  unless  the  Secretary  determines  that  a  contribution  of 
this  magnitude  is  not  financially  feasible  for  the  project.   Interest  charges  on  the  loans 
(including  any  allowance  for  administrative  cost  and  probable  loss)  will  be  limited  to  between 
3  percent  and  6  percent.   To  minimize  rent  increases  attributable  to  the  added  loan  debt  service, 
the  Secretary  may  provide  Section  8  subsidy  (if  available);  reduce  the  capital  improvement  loan 
rate  to  not  less  than  1  percent;  increase  the  loan  term  to  the  remainder  of  the  first  mortgage 
term;  or  increase  owner  contributions  up  to  30  percent  of  cost. 

Capital  Needs  Assessment 

Section  204(c) (i)  of  the  HUD  Reform  Act  of  1989,  directed  the  Secretary  to  conduct  a 
"Capital  Assessment  Study"  to  determine  the: 

"physical  renovation  needs  of  the  Nation's  Federally  assisted  multifamily  housing 
inventory  that  is  distressed  and  to  estimate  the  cost  of  correcting  deficiencies  and 
subsequently  maintaining  the  inventory  in  adequate  physical  condition." 

In  November  1992,  the  Department  released  a  "Capital  Needs  Assessment"  in  compliance  with 
the  statutory  requirement.   The  study  finds  that  approximately  5,000  insured  projects  (586,000 
units)  are  classified  as  distressed  or  stressed  properties  with  $1.3  billion  in  backlogged 
physical  needs.   The  $1.3  billion  in  baclclogs  includes  $1.2  billion  in  unfunded  backlogs,  which 
are  not  covered  by  reserves  and  residual  receipts.   Projects  whose  cash  flows  are  insufficient  tc 
amortize  this  unfunded  backlog  by  up  to  $250  per  unit  per  year  are  considered  Stressed;  those 
with  an  insufficiency  greater  than  $250  per  unit  are  categorized  as  Distressed.   The  following 
table  provides  a   summary  of  the  capital  needs  in  the  multifamily  inventory  identified  in  the 
study:   (The  largest  share  of  the  assisted  projects  that  have  unfunded  need  is  in  the  older 
assisted  housing  stock  -  Section  236  and  221  (d)(3).) 
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ABsiited  HUP-Insured  ProlectBi 

Number  of  Properties 

Number  of  Units  (2  bdr.  equivalents). 

Total  Backlog  of  Physical  Heeds 

Unfunded  Backlog  of  Physical  Heeds... 

Unassisted  Proiectei 

Number  of  Properties 

Humber  of  Units  (2  bdr.  equivalents). 

Total  Backlog  of  Physical  Needs 

Unfunded  Backlog  of  Physical  Heeds... 


Total 

Distressed 

Stressed 

Distressed 

ProDerties 

Properties 

4  Stressed 

2,258 

1,494 

3,752 

229,235 

162,662 

391,897 

$786 

$292 

$1,078 

708 

247 

955 

910 

322 

1,232 

153,123 

40,851 

193,974 

$203 

$46 

$249 

190 

39 

229 

3,168 

1,816 

4,984 

382,358 

203,513 

585,871 

$989 

$338 

$1,327 

898 

286 

1,184 

HUD-InsureJ  and-Held  Multifamllv  Rental  Housing 
Stock  (Assisted  and  Unassistedlt 

Number  of  Properties 

Humber  of  Units  (2  bdr.  equivalents).. 

Total  Backlog  of  Physical  Heeds 

Unfunded  Backlog  of  Physical  Heeds.... 

Source I  Physical  inspection  and  financial  data  from  RUD  HIPS  and  Field  Offices. 

Hotel  Hultifamily  Rental  Sock  includes  all  Distressed  or  Stressed  Assisted  and  Unassisted 
properties. 

PROGRAM  FIHAWCING 

The  status  of  available  funds  in  the  account  followsi 


Unobligated  balance  available,  start  of  year... 
Administrative  commitments,  start  of  year. 
Total  unobligated  balances,  start  of  year 

Appropriation/Budget  Authority 

Excess  rental  collections  transferred  from 

Rental  Housing  Assistance  Fund 

Recovery  of  prior  year  obligations 

Interest  and  other  income 

Obligations 

Unobligated  balance  available,  end  of  year 
Administrative  commitments,  end  of  year... 

Total  unobligated  balances,  end  of  year.. 


FUND  STATT 

IS 

ACTUAL 
1992 

(Ool 

$120,383 
54,181 

BSTIHAIE 
1993 

ESTIMATE 
1994 

T..  . 

■  •  •  • 

lara  in  Thousands) 

$57,384 
168,497 

•  •  •  • 

174,564 

50,000 

68,146 

359 

9,317 

-76,505 

57,384 

168.497 

225,881 

225,881 

-24,000 

77,500 

10,117 
-289,498 

65,747 

79,980 

10,441 

-156.168 

— 

. ... 

... 

... 

Summary  of  Administrative  Commitments 


Actual 
1992 


Estimate 
1993 


Estimate 
1994 


Administrative  commitments,  start  of  year. 

Reservations  ( gross ) 

Recovery  of  prior  year  reservations 

Obligations 

Administrative  commitments,  end  of  year... 


(Dolli 

irs  in 

Thousands) 

S54, 

,181 

$168, 

,497 

•  •  a 

192, 

,141 

121, 

,001 

156, 

,168 

-1, 

,320 

... 

... 

-76, 

,505 

-289, 

,498 

156, 

,168 

168,497 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

HOUSING 

MORTGAGE  AND  LOAN  INSURANCE  PROGRAMS 

FEDERAL  HOUSING  ADMINISTRATION  FUNDS 


BUDGET     CURRENT  INCREASE  + 

ACTUAL     ESTIMATE    ESTIMATE   ESTIMATE   DECREASE  - 
1992        1993       1993 1994    1994  vs  1993 


Appropriation  Request 

MMI/CMHI  Account  1 

Insurance  Commitment 

Limitation 

Administrative  expenses i 
Transfer  to  Salaries  and 
Expenses  Accounts 

GI/SRI  Account: 

Insurance  Commitment 
Limitation 

Administrative  expenses: 
Transfer  to  Salaries 
and  Expenses  Account... 

Credit  Subsidy 

Budget  Authority  (net) 

Discretionary  (Appropriation) 

HMI/CMHI 

Offsetting  Receipt-MMI . . . . 

GI/SRI 

Subtotal,  Discretionary. 

Mandatory: 

Appropriation  (Indefinite) 

Borrowing  Authority 

Total 

Budget  Outlays 

MMI/CMHI  Account; 

Discretionary 

Offsetting  receipts 

Mandatory 

Off  Budget  (Financing  Acct.) 
Total 

GI/SRI  Account: 

Discretionary 

Mandatory 

Off  Budget  (Financing  Acct.) 
Total 

Transfer  of  negative 
subsidy  to  GI/SRI  receipt 

account 

Fee  increases 

Mortgage  Insurance 
Applications  (units): 

Homes 

Multlf amlly 

Total 


(Doll 

ars  in  Mill 

ions ) 

$55,918  a/ 

$57,146 

$57,146 

$64,565 

+  $7, 

,419 

256 

261 

256 

263 

+7 

8,592  a/ 

9,039 

11,292 

13,436 

+  2 

,144 

189 

187 

187 

192 

+5 

75 

184 

115 

147 

+  32 

256 

261 

256 

263 

+7 

-256 

-261 

-256 

-263 

-7 

264 
264 

371 
371 

302 
302 

339 
339 

+  37 
+  37 

1,207 

542 

735 

485 

-250 

324 

76 

241 

146 

-95 

1,795 

989 

1,278 

970 

-308 

256 

261 

256 

263 

+  7 

-256 

-261 

-256 

-263 

-7 

904 

-105 

-198 

-303 

-105 

-700 

-272 

-255 

-168 

+87 

204 

-377 

-453 

-471 

-IB 

207 

31!> 

282 

328 

+  46 

1,089 

474 

905 

469 

-436 

-41 
1,255 

-151 
638 

-109 
1,078 

-52 
745 

+  57 
-333 

-34 

-133 

-99 

HA 

NA 

NA 

-4 

-4 

065,134 

1,013,065 

1,021,267  1 

,128,285 

+  107 

,018 

116,184 

85,655 

127,807 

195,524 

+67 

,717 

1,181,318 


,809 


+174,735 
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Mortgage  and  loan  Insurance  Programs  (FHA  Fund) 


BUDGET 

CURKKNr 

lUCKEASE  -t- 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

19S4 

1994  vs  1993 

(Dollars  in  Millions) 


Insurance  Written  (unite) i 

Homes 

Multifaniily 

Title   I 

Total 

I".,  .ranee  written  (dollars) 

^ones 

Multifamily 

Title  I 

Total 

Insurance-in-Force 
Outstanding  loan  balances 

Home  mortgages 

Hultif amily 

Title  I 

Totals 

Insurance  Claims  Paid 
Property  Costsi 

Homes 

Hultif amily 

Title  I 

Assigned  Note  Costsi 

Homes 

Hultif amily 

Coinsurance  and  other 

Interest  and  other 
payments,  re  Auction 
Sale  of  221(g)(4) 

mortgages 

Totals 

Property/Asset  Sales  Proceeds  b/ 

Homes 

Hultif amily 

Totals 

Bote  and  Property 
Inventory,  Year  end 

Number 

Units 


679,429 
64,309 
86.830 

B30,S68 


$46,331 

2,422 

I.06S 

49,818 


376,610 


138, 7S2 
493,560 


729,401 

77,537 

104.917 

911, BSS 


$S1,S4S 

3,241 

1,359 

56,145 


733,69'i  797,990  V64.292 

i0;,ii93  !34,e02  +31,909 

97,500  120,320  *22.820 

934,091  1,053,112  +119,021 


$5!,!(9t 

4.  702 

57.962 


$58,310 
4,938 
1  ,65H 


+$6,315 
+  256 

+  394 


64,926    +6,965 


$327,536     $395,192    $366,395    $411,678  +$45,283 

43,556       43,441      45,839      48,023    +2,184 

5. SIB        6,162       5,630       5,348      +218 


444,795 


417,864 


465,549   +47,685 


3,921 

3,824 

4 

,076 

3,682 

-394 

21 

106 

83 

63 

61 

61 

... 

978 

685 

910 

932 

+22 

1,333 

953 

1 

.251 

914 

-337 

41 

133 

80 

176 

+96 

29 

... 

11 

" 

+6 

6,406 

5,764 

6,389 

5,782 

-607 

2,974 

2,840 

3,481 

2,936 

-545 

26 

69 

12 

25 

+  13 

3.000 

2,909 

3,493 

2,961 

-532 

123,961 
451,175 


147,328     161,933   +14,605 
544,528     588,182   +43,654 


a/  Reflects  total  use  in  1992. 

^/  Includes  foreclosure  aslea  and  reimburseaents  from  the  Urban  Homesteading  account. 

SUMMABV  OF  BUDGET  ESTIMATES 

While  each  of  the  PHA's  four  funds  la  a  separate  legal  entity,  they  are  placed  in  two 
groupings — (HMI/CMHI)  and  (OI/SRI) — which  are  based  on  shared  characteristics.   For  exaaqpla,  the 
MHI/CHHI  programs  are  required  by  law  to  be  maintained  in  an  actuarially  sound  manner  and  both 
Funds  contain  mutuality  features.   The  programs  under  the  GI/SRI  Funds,  on  the  other  hand,  do  not 
have  a  atatutr^y  actuarial  aoundness  feature  nor  are  they  mutual  funds. 

The  new  structure  more  clearly  delineates  the  types  of  insurance  and  risks  undertaken  by  tba 
FHA,  and  the  financial  charocterlstlca  associated  with  providing  these  services. 
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Mortgage  and  Loan  Insurance  Programs  (FHA  Fund) 

This  eiunmary  provides  an  overview  of  the  total  FHA  mortgage  insurance  activity  proposed  in 
the  Administration's  fiscal  year  1994  Budget.   More  detailed  explanations  of  proposed  activity 
are  included  under  separate  sections  on  the  combined  Mutual  Mortgage  Insurance  and  Cooperative 
Management  Housing  Insurance  (MMI/CHHI)  Fund  and  on  the  combined  General  Insurance  and  Special 
Risk  Insurance  (GI/SRI)  Fund. 

I.  Summary  of  the  Fiscal  Year  1994  Budget  Request 

A.  Mortgage  Insurance  Commitment  Limitations.   The  Budget  proposes  an  overall  mortgage 
insurance  commitment  limitation  of  $78,001  million  on  new  fiscal  year  1994  FHA  loan  commitments. 
The  proposed  total  includes  $64,565  million  under  the  MMI/CMHI  Fund,  which  will  exclusively 
support  insurance  of  home  mortgages;  and  $13,436  million  under  the  GI/SRI  Fund  which  supports 
home,  multifamily  rental,  and  an  assortment  of  special  purpose  (hospitals,  nursing  homes,  etc.) 
mortgage  insurance. 

The  proposed  limitation  is  based  upon  current  Budget  estimates  of  1,128,285  unit 
applications  under  the  various  home  mortgage  insurance  programs,  principally  the  standard  Section 
203(b)  program  under  the  HHI  Fund  and  the  Section  234  condominium  and  Section  221  moderate  income 
programs  in  the  GI  Fund.   Multifamily  and  special  purpose  mortgages  are  estimated  at  195,524 
units,  all  included  under  the  GI/SRI  Fund. 

The  great  majority  of  FHA's  home  mortgage  and  multifamily  origination  activity 
relies  on  private  sector  processing.   Most  of  FHA's  home  mortgage  activity  is  processed  under  the 
direct  endorsement  program  while  the  delegated  processing  method  authorized  under  the  National 
Affordable  Housing  Act  of  1990  is  used  for  multifamily  cases.  Both  of  these  approaches  are 
intended  to  expedite  and  improve  the  quality  of  FHA's  loan  origination  activity. 

The  Budget  also  estimates  that  FHA  will  Insure  over  120,000  manufactured  home  and 
home  improvement  loans  under  the  GI  Fund's  Title  I  program.   This  represents  an  estimated 
$1.7  billion  in  new  insurance. 

B.  Appropriations  for  Administrative  Expense.   The  Budget  requests  a  total  of 

$455  million  for  transfer  to  salaries  and  expenses  accounts.   Of  this  total,  $10.2  million  will 
be  transferred  to  the  appropriation  for  the  Office  of  Inspector  General.   Of  the  total 
transferred,  $263  million  would  be  derived  from  the  MMI/CHHI  accounts,  and  the  remaining 
$192  million  would  be  drawn  from  the  GI/SRI  account. 

C.  Appropriation  for  Mortgage  Insurance  Credit  Subsidies.   The  Budget  requests  an 
appropriation  of  $147.4  million  to  support  the  credit  subsidies  associated  with  loans  endorsed 
under  the  FHA's  GI/SRI  account.   The  credit  subsidy  is  based  on  the  net  cost  to  the  Government — 
exclusive  of  administrative  expenseB--of  a  direct  loan  or  loan  guarantee  over  its  full  term, 
discounted  to  present  value  at  the  Treasury's  borrowing  cost.   In  cases  where  premium  and  fee 
income  is  projected  to  be  sufficient  to  support  full  costs  (i.e.  there  is  no  net  Federal  cost), 
no  credit  subsidy  is  required.  Therefore  no  credit  subsidies  are  currently  projected  for 
MMI/CHHI  Fund  commitment  activity. 

Both  credit  subsidies  and  the  loan  guarantee  limitation  eventually  enacted  will 
serve  as  upper  limits  on  new  insurance  activity. 

II.  Impact  of  Federal  Credit  Reform  Act  of  1990  on  the  FHA  Budget 

The  Federal  Credit  Reform  Act  of  1990  requires  that  the  budgetary  treatment  for  all 
direct  loan  and  loan  guarantee  programs  recognize,  at  the  front-end,  the  net  cost  to  the  Federal 
Government  resulting  from  these  transactions. 

Beginning  in  fiscal  year  1992,  new  insurance  is  subject  to  the  requirements  of  Credit 
Reform  and  the  new  activity  is  reported  under  a  new  set  of  Treasury  accounts  created  to  serve  the 
purpose  of  the  new  legislation.   The  Program  account  includes  appropriations  for  administrative 
costs  and  "subsidy  costs"  for  each  program  with  new  direct  loan  obligations  or  loan  guarantee 
commitments  in  fiscal  year  1992  and  beyond.   The  Financing  account  includes  activities  associated 
with  direct  loan  obligations  and  loan  guarantee  commitments  made  in  1992  and  beyond.   The 
Liquidating  account  includes  operating  results  associated  with  direct  loan  obligations  or  loan 
guarantee  commitments  made  before  fiscal  year  1992.   The  Receipt  account  will  be  used  under 
special  circumstances  when  a  fund  contains  a  negative  subsidy  (net  receipt). 
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In  addition  to  the  distinction  between  pre-  and  post-Crodi*  Reform  insurance  activity, 
new  loan  guarantees  subject  to  Credit  Reform  also  are  segmented  based  upon  the  expected  net  cost 
to  the  Government  of  the  product  line  and  also  by  the  year  of  commitnent  (obligation). 

III.  Supporting  Contracts  directly  funded  out  of  the  FHA  Funds 

Each  year  the  Congress  appropriates  a  transfer  of  cash  from  the  FHA  Fund  to  the 
Department's  'Salaries  and  Expenses*  (StE)  account  and  to  "Office  of  Inspector  General"  to 
support  the  "general  overhead"  costs  associated  with  the  administrdt Lon  of  the  various  insurance 
Funds.   In  addition  to  the  amounts  appropriated  for  overhead  expenses,  the  Department  directly 
charges  the  insurance  Funds  to  pay  for  certain  non-overhead  items  related  to  the  conduct  of  FHA's 
endorsement,  accounting  and  servicing,  asset  management,  and  disposition  activities. 

The  FHA  Fund  now  supports  the  development  of  new  systems,  and  the  updating  and 
maintenance  of  virtually  all  of  the  major  FHA  processing,  accounting,  servicing,  management  and 
disposition  systems.   In  addition,  the  FHA  Fund  is  being  utilized  to  finance  contractor  support 
in  a  number  of  FHA  activities  to  complement  existing  staff  skills  and  to  accommodate  spikes  in 
workload.   Delays  in  handling  such  workload,  or  the  inability  to  deal  with  complex  financial 
issues  due  to  lack  of  staff  or  expertise  often  result  in  substantial  and  unnecessary  cost  to  the 
FHA  and  the  Federal  Government.   Use  of  contract  support  to  purchase  the  technical  skills  and 
expertise  needed  to  address  these  problems  is  often  the  only  reasonable  and  available  option. 

As  part  of  its  review  of  the  Department's  1993  Operating  Plan,  the  Appropriations 
Committees  recommended  a  limitation  of  $125  million  on  HUD's  Headquarter-directed  contracts  for 
fiscal  year  1993.   Consequently,  if  actual  needs  require  an  increase  above  the  S125  million 
limitation,  additional  contract  funding  would  be  proposed  to  the  Appropriation  Committees  through 
normal  reprogramming  procedures. 

For  fiscal  year  1994,  the  1994  Budget  includes  an  estimated  contract  need  of  $152  million. 


IV. 


Summary  of  Combined  FHA  Claims,  Disposition  and  Inventory  Activity 


The  following  two  tables  provide  the  consolidated  claims,  disposition  and  inventory 
activity  for  the  FHA,  including  both  property  and  notes.   The  first  table  provides  multifamily 
mortgage  and  property  activity  while  the  second  table  provides  home  mortgage  and  property 
activityi 
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Mortgage  and  Loan  Insurance  ProgramB  ( FHA  Fund) 


HIGHLIGHTS  OF  HOME  MORTGAGE  AND  PROPERTY  TRANSACTIONS 
(Dollars  in  Thousands) 


PROPERTIES 

Defaulted  Mortgage  Assignments  During  Year 

1992  Actual IB, 688 

1993  Estimate 17,252 

1994  Estimate 17,597 

Current  Mortgage  Assignments  During  Year 

1992  Actual 3,342 

1993  Estimate 5,000 

1994  Estimate 5,000 

Assigned  Mortgages  on  Hand,  End  of  Year 

1992  Actual/b 98,044 

1993  Estimate 112,845 

1994  Estimate 131,240 

Purchase-Money  Mortgages  on  Hand,  End  of  Year 

1992  Actual 2,396 

1993  Estimate 2,372 

1994  Estimate 2,348 

Acquisition  Activity  During  Year 

1992  Actual: 

Foreclosure  of  mortgages 1,966 

Direct  acquisitions 65,  029 

Total 66,995 

1993  Estimatei 

Foreclosure  of  mortgages 7,451 

Direct  acquisitions 67,  714 

Total 75,165 

1994  Estimate: 

Foreclosure  of  mortgages 4,201 

Direct  acquisitions 61 ,  360 

Total 65,561 

Property  Sales  During  Year  b/ 

1992  Actual 70,152 

1993  Estimate 81,610 

1994  Estimate 69,505 

HUD-owned  Properties  on  Hand,  End  of  Year 

1992  Actual 38,322 

1993  Estimate 31,877 

1994  Estimate 27,933 

Coinsurance  Claims  c/ 

1992  Actual 755 

1993  Estimate 4,083 

1994  Estimate 9,577 


UNITS 

AMOUNT    a/ 

18,688 

$944,712 

17,252 

875,128 

17,597 

897,138 

3,342 

33,046 

5,000 

35,000 

5,000 

35,000 

98,044 

3,261,371 

112,845 

3,730,943 

131,240 

4,340,478 

2,396 

40,428 

2,372 

32,851 

2,348 

26,887 

1, 

,966 

81 

,494 

70, 

,546 

,921 

,433 

72, 

,512 

,002 

,927 

7, 

,451 

313, 

,012 

'3, 

,683 

4j 

,076, 

,477 

81, 

,134 

,389, 

,489 

4, 

,201 

159, 

,972 

67, 

,785 

£j 

,664, 

,712 

71, 

,986 

,824, 

,684 

73, 

,207 

,973, 

,956 

85, 

,624 

,480, 

,736 

73, 

,949 

,936, 

,006 

47, 

,102 

,111, 

,136 

42, 

,613 

,630, 

,052 

40, 

,650 

,355, 

,055 

755 

19, 

,488 

4, 

,083 

73, 

,560 

9, 

,577 

166, 

,958 

a/   Amounts  for  "Assigned  Mortgages"  and  "Direct  Acquisition"  represent  the  claims  paid. 

For  "Sales,"  the  amount  reflects  the  cash  proceeds;  for  "HUD-owned  Properties  on  Hand," 
the  amount  reflects  acquisition  cost  and  for  "Mortgages  on  Hand,"  the  amount  reflects 
the  unpaid  balance. 

b/    Includes  the  impact  from  the  sale  of  2,128  properties  which  were  not  reflected  in  data 
systems  at  September  30,  1992.   Inventory  systenis  will  be  adjusted  in  FY  1993. 

c/    Includes  coinsurance  and  other  claims  for  which  title  is  not  conveyed. 
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Mortgage  and  Loan  Insurance  Programe  ( FHA  Fund) 

HIGHLIGHTS  OF  HULTIFAMILY  MORTGAGE  AUD  PROPERTY  TRANSACTIONS 


PROPERTIES 


UNITS 


AMOUMT  a/ 


Defaulted  Mortgage  AsBlqnmente  During  Year 

1992  Actual 

1993  Estimate 

199  4  Estimate 

Current  Mortgage  Assignments  During  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Assigned  Mortgages  on  Hand,  End  of  Year 

1992  Actual/b 

1993  Estimate 

1994  Estimate 

Purchase-Money  Mortgages  on  Hand,  End  of  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Acquisition  Activity  During  Year 

1992  Actual: 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1993  Estimate: 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1994  Estimate: 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

Property  Sales  During  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

HUD-owned  Properties  on  Hand,  End  of  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Coinsurance  Claims 

1992  Actual 

1993  Estimate 

1994  Estimate 


197 
240 

181 


31 


2,232 
2,425 
2,570 


175 
170 
165 


56 
_5 

61 


31 

"TT 


23 
5 

17 


154 
180 
181 


36,317 
43,677 
32,501 


2,105 


321,675 
357,167 
383,955 


17,460 
16,513 
15,566 


7,415 
1,388 
8,803 


6,023 


6,023 


3,174 


3,174 


4, 

,888 

859 

2 

,740 

26 

,739 

31 

,903 

32 

,337 

916 

253 

404 

$1,315,430 

1,252,244 

914,170 


17,514 


7,236,367 
8,351,455 
9,182,993 


131,441 
127,300 
124,119 


142,157 

21.355 

163,512 


85,840 
85,840 

68,842 
68,842 


26,131 
11,899 
24,660 


535,385 
609,326 
604,085 


21,543 
5,940 
9,500 


a/   Amounts  for  "Assigned  Mortgages"  and  "Direct  Acquisition"  represent  the  claims  paid. 

For  "Sales,"  the  amount  reflects  the  cash  proceeds;  for  "HUD-owned  Properties  on  Hand," 
the  amount  reflects  acquisition  cost  and  for  "Mortgages  on  Hand,"  the  amount  reflects 
the  unpaid  balance. 
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A.   MUTUAL  MORTGAGE  AND  COOPERATIVE  MANAGEMENT  HOUSING 
INSURANCE  ACCOUNT 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT 

ACTUAL   ESTIMATE   ENACTED   ESTIMATE   ESTIMATE 
1992      1993       1993      1993       1994 
(Dollars  in  Millions) 
Appropriation  Request 
Insurance  Commitment 
Limitation  a/ 555,918    S57,146   $57,146    557,146   564,565 

Diecretionary 
Budget  Authority 

Administrative  Expenses        256       261      256        256       263 
Deduction  for  offsetting 

receipts -256       -261     -256       -256      -263 

Total 

Outlays  (Net)  b/ 
On  Budget: 

Liquidating  Account- 
Mandatory 904        -105        NA        -198       -303 

Program  Account- 
Discretionary 256        261        NA        256       263 

Receipt  Account -256       -261        NA       -256      -263 

Off  Budget: 

Financing  Account- 
off  Budget -700       -272       NA       -255      -168 

Total  MMI/CMHI 204       -377        NA        -453       -471 

Mortgage  Insurance 

Applications 

(units ) : 

Homes 969,382    951,545        NA    938,479  1,032,436 

Multifamily ^^_l^^    ^^_iij.       Si    _^_Lii   _^_Lii 

Total 969,382    951,545       NA    938,479  1,032,436 

Insurance  written 
(units) I 

Homes 618,344    684,248       NA    664,672   728,964 

Multifamily ^__iii    ___ij-l       M         ^_iJ-L  ^—i-l^ 

Total 618,344    684,248        NA    664,672    728,964 

Insurance  written 
(dollars) : 

Homes 42,120     48,089        NA     47,108    53,304 

Multifamily.. _^.i.Li    —^i-i^  H^     __iij.     _i^^ 

Total 42,120     48,089        NA     47,108    53,304 

Insurance  in-force 
(units) : 

Homes 6,130,806  7,308,619        NA  6,537,837  7,028,356 

Multifamily 59,673     60,970       NA     58,340    57,040 

Total 6,190,479  7,369,589        NA  6,596,177  7,085,396 

Insurance  in-force 
(dollars) : 

Homes 5299,873   $368,174        NA   5334,896   5376,394 

Multifamily 395       371       NA        366       340 

Total 300,268    368,545        NA    335,262    376,734 


INCREASE  + 

DECREASE  - 

1994  vs  1993 


+57,419 


+7 
-7 


+7 

-7 


+87 
-IB 


+93,957 


+93,957 


+64,692 


+64,692 


+6,196 


+6,196 


+490,519 

-1,300 

+489,219 


+541,498 

-26 

+41,472 
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.992 


BUtGtT 

ESTrilATL' 

199) 


1 UHREUT 
1993 


ESTIMATE 
1994 


(Dollars    in    HillionB) 


INCREASE    + 

DECREASE    - 

1994    VB    1993 


Assigned  Mortgage    ar.d   Hjp-Ui^ned 
Property    Inventories,    enj   or    yer-i 

Number .... 

Units '.  .  . 

PayiTient  of    insurance   claims  . . . 

Proceeds  from  sale  ol  acquired 
properties  c/ 


LOO, 497 
109,03; 


4,4  3S 


2,721 


92.960 
96, 34B 


4,230 


J02,l'i  6 
i  1  3  ,  3  .  J 


3,  189 


112,050 
1 24,557 

4,259 


+9,234 
+11,242 

-239 


-527 


a/   Reflects  use  id  1992. 

b/   Includes  impact  of  negative  subsidy  transfer  from  Financing  to  Liquidating 

account . 
c/   Includes  reimbursenients  from  the  Urban  Homesteading  Account. 

1.   SUMMARY  OF  BUDGET  ESTIMATES 

a.  Credit  Liiiiitation.   I'he  limitation  request  for  new  insurance  conimitments  for  fiscal 
year  1994  is  $64.6  billion.   This  limitation  will  support  an  e&.,imated  1,032,436  unit 
applications.   Actual  insurance  written  based  upon  current  and  prior  year  commitments  is 
estimated  to  result  in  728,964  units  of  insurance  written  in  the  single  family  programs.   No 
insurance  activity  is  anticipated  in  the  CMHl  Fund. 

b.  Appropriation  Request.   For  1994,  an  appropriation  of  S263  million  is  requested  for 
administrative  expenses  to  be  transferred  to  the  salaries  and  expenses  accounts.   No 
appropriation  for  subsidy  for  1994  is  requested  since  new  business  under  the  MMI  Fund  is  expected 
to  generate  more  than  sufficient  revenues  to  cover  projected  costs  of  new  insurance  as  defined 
under  the  terms  of  Credit  Reform. 


2. 


CHANGES  FROM  1992  ESTIMATES  INCLUDED  IH  1993  BUDGET 


a.  Commitments  and  Mortgage  Origination.   Single  family  insurance  applications 
representing  969,382  units  were  received  during  1992.   Ttie  number  of  applications  is  about  35,790 
units  more  than  was  estimated  in  last  year's  Budget.   The  single  family  applications  required  the 
use  of  $55.9  billion  in  insurance  commitments. 

A  total  of  598,918  new  insurance  contracts  were  endorsed  during  the  year,  representing 
618,344  units  and  $42.1  billion  in  mortgage  balances.   Actual  business  is  lower  than  estimated  in 
last  year's  Budget.   Tni.s  was  partially  the  result  of  some  homeowners  opting  for  private 
insurance  subsequent  to  submitting  an  FHA  application,  as  well  as  a  delay  in  reporting  new 
insurance  as  a  result  of  the  high  volume  of  business  experienced  by  some  Field  offices. 

b.  Mortgage  Assiqtimentb,  Property  Acquisition  and  Sales  Activity.   At  the  close  of 
1992,  the  inventory  of  the  number  of  assigned  mortgages  and  HUD-owned  properties  stood  at  109,037 
unitG--an  increase  of  20,261  units  above  the  Budget  estimates.   This  is  due  to  higher  than 
expected  assignments  as  well  as  a  lower  number  of  foreclosures. 
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Assigned  Notes i 
(Hunber  of  Notes) 


1992  actuals 

1992  Estlraated  in  1993  Budget 
Difference 


Inventory 


Clalos 

On  Hand 

16,971 

67,833 

11,370 

60,555 

S,601 

7,278 

Acquired  Properties 
(Number  of  Properties) 


1992  actuals 

1992  Estimated  in  1993  Budget. 
Difference 


Properties 
Acquired  a/ 

56,692 
61,563 
-2,871 


Sold 

61,366 
69,229 
-7,863 


Inventory 
On  Hand 

32,664 
2«.185 
-8,479 


a/   Includes  foreclosures  of  HUD-held  mortgages, 

c.   Financial  Activity.   Net  outlays  for  1992  total  $204  million.   The  1993  Budget 
projected  net  receipts  of  $566  million.   The  change  was  due  primarily  to  higher  claims,  property 
expenses  and  one-time  premium  rebates,  and  the  fact  that  actual  receipts  from  property  sales  were 
lo%(er  than  was  estimated  last  year. 

3.   CHANGES  PROM  1993  BDDGET  ESTIMATES 


a.  Conpiitments  and  Mortgage  Origination, 
estimated  to  reach  908,995  cases  and  938,479  units, 
last  year's  estimate. 


Single  family  applications  in  1993  are 
This  reflects  a  decline  of  13,066  units  from 


b.  The  current  Budget  assumes  that  an  estimated  $57.1  billion  in  insurance  commitments 
will  be  issued  in  1993  based  upon  anticipated  applications.  This  amount  is  equal  to  the  ceiling 
approved  in  the  1993  Appropriations  Act. 

Based  upon  current  application  estimates,  approximately  643,790  new  insurance 
contracts  are  expected  to  be  written  in  1993  representing  about  664,672  units  and  $47.1  billion 
in  new  loans. 

c.  Mortgage  Assignments,  Property  Acquisitions  and  Sales  Activity.   The  year-end 
(fiscal  year  1993)  inventory  of  assigned  mortgages  and  acquired  properties  is  estimated  at 
113,315  units — an  increase  of  about  16,970  units  over  last  year's  estimate.  The  increase  is  due 
primarily  to  higher  assignments  experienced  in  1992  and  projected  for  1993. 

d.  Financial  Activity.   Implementation  of  the  Credit  Reform  legislation  in  1992  has  had 
a  substantial  ijipact  on  the  way  FHA  business  is  performed  and  reported.   Under  Credit  Reform, 
budget  authority  and  outlays  are  scored  only  under  the  Liquidating,  Program  and  Receipt  Accounts 
while  activity  under  the  Financing  Account  is  classified  as  off-budget.   For  the  HHI/CNHI  Funds, 
which  have  a  negative  subsidy  (projected  net  profit  from  insurance  written),  only  administrative 
expenses  are  appropriated.   In  addition,  the  HMI/CHBI  Funds  transfer  amounts  equal  to  the  cost  of 
the  negative  subsidy  and  administrative  expenses  from  the  Financing  account  to  the  Liquidating 
and  Receipt  Accounts,  respectively.   Except  where  indicated.  Budgetary  outlays/receipts, 
financial  condition  ond  operating  revenues  ond  expenses  will  reflect  the  activity  under  the 
combined  Financing  and  Liquidating  accounts.   Net  receipts  in  1993  are  estimated  at  $453  million, 
about  $76  million  higher  than  the  $377  million  estimated  last  year. 

EXPLANATIONS  OF  INCREASES  AND  DECREASES 

Commitments  and  Mortgages  Origination.   Single  family  applications  for  MHI  are  estimated  at 
1,032,436  units  In  1994,  or  93,957  units  more  than  are  estimated  for  1993. 

The  Budget  requests  a  mortgage  insurance  conmitment  limitation  of  $64.6  billion, 
$7.4  billion  higher  than  the  estimated  use  for  1993. 

Insurance  written  also  is  expected  to  increase  to  728,964  units  compared  to  664,672  units 
estimated  for  1993. 
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Mortgage  Assignment,  Property  Acquisitions  and  Property  Sales.   The  year-end  1994  inventory 
is  estimated  at  124,557  units--an  increase  of  11,242  units  over  the  current  year-end  1993 
estimate.   This  increase  is  due  to  continued  increases  in  the  inventory  of  assigned  mortgage 
notes  as  new  assignments  continue  to  exceed  mortgage  foreclosures  and  liquidations.   The  increase 
in  the  assigned  notes  inventory  is  partially  offset  by  lower  inventory  levels  projected  for 
acquired  properties.   This  reflects  the  continuation  of  the  single  family  property  disposition 
effort  which  has  caused  the  inventory  level  over  the  last  several  years  to  decline.   This  trend 
is  expected  to  continue  through  1994.   Sales  are  expected  to  peak  in  1993  and  decline  thereafter 
as  property  inventory  declines. 

Financial  Activity.   Receipts  for  1994  are  estimated  at  $471  million,  $18  million  higher 
than  the  current  i993  estimate.   The  increase  is  caused  partially  from  a  modest  decrease  in 
claims  and  hign  income  from  premiums.   The  table  below  displays  actual  1992  and  projected  outlay 
ac^-vity  for  1993  and  1994: 

FUMDS  APPLIED  TO  OPERATIONS,  RECEIPTS  AMD  OUTLAYS 
COMBINED  LIQUIDATING  AND  FINANCING  ACCOUNTS 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 


Funds  Applied  to  Operations 

Other  operating  costs  

Claims   ...  

Property  and  other  expenses  .  .  . 
Transfer  to  Receipt  Account  ( for 
Salaries  &  Expenses)  a/   .... 
Transfer:  Negative  Subsidy  b/. 

Other  adjustments  c/   

Total  Funds  Applied  

Fund  Receipts 

Fee  and  premiums  (net  of  rebates) 

Interest  income  

Property  sales   

Recoveries  and  other  income  from 

properties  and  mortgage  notes 
Transfer:  Negative  Subsidy   .  .  . 

Prior  year  adjustments   

Total  Receipts 

Outlays 


$69,491 

4,434,900 

494,777 

255,645 
504,846 

-131,173 
5,628,486 


1,395,329 

488,928 

2,721,054 

286,213 

504,846 

28,265 

5,424,635 

203,851 


$94,067 

4,497,574 

430,163 

255,645 
1,128,005 

6,405,454 


1,660,936 
634,322 

3,189,000 

245,971 
1,292,206 

-164,201 
6,858,234 

-452,780 


$104,020 

4,258,754 

349,321 

262,810 
1,197,642 

6,172,547 


1,829,184 

667,439 

2,661,570 

287,326 
1,197,642 

6,643,161 
-470,614 


a/ 


c/ 


Administrative  expenses  are  paid  to  Salaries  and  Expenses,  HUD,  and  the  Office  of 

Inspector  General,  from  the  MMI  Program  account.   Such  costs  are  funded  from  the 

Receipt  Account  to  which  funds  are  transferred  from  the  Financing  account. 

Transfer  from  the  Financing  to  the  Liquidating  account. 

Includes  changes  in  net  accounts  receivable  and  payable  and  unfilled/undelivered 

orders. 


PROGMi»l  DESCRIPTION 

MMI/CMHI  Funds.   The  Mutual  Mortgage  Insurance  Fund  consists  of  the  basic  single  family  home 
mortgage  program  (Section  203(b)),  the  largest  of  all  the  FHA  programs. 


The  Section  203(b)  program,  enacted  in  the  National  Housing  Act  of  1934,  provides  mortgage 
insurance  for  one-  to  four-family  residences.   This  program  has  contributed  to  expanding  the 
opportunities  for  homeownership  in  the  United  States  and  will  continue  to  meet  the  needs  of 
first-time  homebuyers  and  buyers  with  low  downpayments.   Under  the  203(b)  program,  any  person 
able  to  meet  the  cash  investment,  mortgage  payments  and  credit  requirements  may  obtain  an  FHA 
insured  loan  from  a  private  lending  institution  to  purchase  a  home.   Since  its  inception,  the  HMI 
Fund  has  insured  approximately  $581  billion  in  mortgages  for  nearly  17.5  million  families. 
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Nortgagora  undar  thla  program  ara  antltlad,  at  termination  of  their  sortgagea,  to  a  rebate 
of  premium  (dlvidenda)  paid  into  the  fund  that  are  not  required  for  ezpenaea  or  loaaea.  Through 
September  30,  1992,  auch  divldenda  declared  to  homeownera  totaled  $3,997  million.   Aa  a  reault  of 
recent  operating  deficita,  the  MHI  Fund  auapended  paying  participating  dlvidenda  on  Hovember  5, 
1991. 

The  Cooperative  Management  Houelng  Inaurance  Fund  containa  the  Cooperative  Houaing  Inauranca 
program  (Section  213)  which  provide*  mortgage  inauranca  for  cooperative  houaing  projecta  of  more 
than  S  unite  which  are  occupied  by  member*  of  a  cooperative  houaing  corporation.   The  Inaurance 
program  can  be  used  for  new  construction  rehabilitation,  acquiaition,  improvement  or  repair  of  a 
project  and  reaale  of  Individual  memberships  in  the  cooperative.  Enacted  in  19S0,  thla  program 
haa  been  inactive  in  recent  yeara  but  reflecta  insurance-in-force  for  59,673  unite  with  a  total 
value  of  $395.1  million. 

WORTCAGE  mSnRMICE  ACTIVITY 

a.  Maximum  Mortoaae.   The  maximum  amount  for  mortgages  Insured  in  the  HMI  Fund  in  the  areas 
with  higheat  median  houae  prices  was  set  by  the  Housing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  at  75  percent  of  the  limitation  in  effect  on  September  30,  1992  under  aectlon 
305(a)(2)  of  the  Federal  Home  Loan  Mortgage  Corporation  Act,  which  for  a  one-family  residence 
equals  $151,725.   In  addition  the  up-front  mortgage  inaurance  premium  may  be  financed. 

b.  Rlak-Based  Insurance  Premium  Structure.   In  1993  and  1994,  for  mortgages  of  more  than 
15  yeara,  the  up-front  mortgage  inaurance  premium  decllnea  to  3  percent,  and  the  terms  of  the 
annual  premium  of  .5  percent  are  Increased  to  7,  12,  and  30  yeara  depending  on  whether  the  loan- 
to-value  ratio  is  below,  within,  or  above  the  90  to  95  percent  range. 

For  mortgagee  of  IS  yeara  or  less  which  close  on  or  after  December  26,  1992,  the  up-front 
premium  haa  been  reduced  to  2  percent  of  the  inaured  principal  obligation,  and  the  annual  premium 
haa  been  reduced  to  .25  percent.   The  tenna  of  the  annual  premium  have  been  reduced  to  0,  4,  and 
8  yeara  depending  on  whether  the  loan-to-value  ratio  is  below,  within,  or  above  the 
90  to  95  percent  range. 

Streamline  refinancings  of  mortgages  closed  before  July  1,  1991,  when  the  annual  premiums 
were  introduced,  are  not  subject  to  an  annual  premium.   This  Is  Intended  to  encourage  the 
retention  of  FHA  insurance  when  these  loans  are  refinanced.   The  up-front  premium  for  these 
atreamllne  reflnancea  stays  at  3.8  percent  If  they  are  for  a  tern  of  more  than  IS  years,  and 
dropa  to  2.4  percent  if  their  tern  is  15  years  or  less. 

LOAM  AWD  MORTGAGE  MAWAGEMEWT  ACTIVITIES 

a.  Overview.  Servicing  of  single  family  mortgages  Includes  processing  mortgage  assignment 
requests,  servicing  HDD-held  mortgages,  reviewing  the  mortgage  servicing  practices  of 
participating  lenders  and  mortgage  servicers,  and  debt  collection  functions.   Servicing  also 
Includes  periodic  revletfs  of  lender  portfolios  by  HUD  staff  to  evaluate  the  atatus  of  mortgages, 
identify  problems  and  propose  actions  to  be  taken  to  avoid  potential  mortgage  defaults. 

b.  Changes  to  single  family  servicing.  At  the  end  of  1992,  there  were  100,440  HUD-held 
mortgages  and  7,009,356  insured  mortgages  in  force,  under  both  the  MHI/CHHI  and  GI/SRI  accounts, 
with  potential  servicing  requirements.   A  number  of  new  initiatives  deal  with  shortening  the 
foreclosure  process,  thus  saving  substantial  amounts  in  debenture  interest  on  claims.   For 
example,  HUD  established  a  foreclosure  time  frame  to  reduce  the  average  time  that  it  takes  to 
foreclose  a  property  by  about  3  months.   In  1992,  HUD  published  a  final  rule  that  will  shorten 
the  time  frame  for  initiating  foreclosure  from  1  year  to  9  months.   It  is  expected  that  these  two 
initiatives  will  save  up  to  $80  million  per  year  in  debenture  interest. 

In  fiscal  year  1992,  the  Department  implemented  a  demonstration  program  for 
preforeclosure  sales  in  five  cities.   Under  this  program,  claims  are  settled  in  certain  eases 
where  a  homeowner  facing  foreclosure  sells  the  home  at  a  loss.   HUD  pays  a  claim  to  the 
mortgagee,  representing  the  difference  between  the  sales  price  and  the  outstanding  loan  balance 
of  the  mortgage.   HVD  has  selected  contractors  to  administer  the  program  in  four  of  five 
demonstration  locations,  and  will  evaluate  their  efforts.   In  the  aggregate,  the  demonstration  is 
expected  to  save  over  $12  million  in  claims  paid  and  in  the  costs  of  foreclosure,  maintenance  and 
marlceting.   It  is  expected  that  this  program  will  be  iaplenented  Departmentwide  in  fiscal  year 
1994. 
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Property  Disposition 

a.  Overview.   The  property  disposition  program  objective  is  to  reduce  the  inventory  of 
acquired  properties  in  a  manner  that  ensures  maximum  net  return  to  the  mortgage  insurance  funds 
but  is  consistent  with  the  need  to  preserve  and  maintain  residential  areas  and  communities. 
Within  this  broad  mandate,  the  property  disposition  program  utilizes  a  number  of  varied  policies 
and  initiatives  to  accomplish  its  mission. 

b.  nonprofit  Discount  Demonstration  Program.   This  program  is  designed  to  expand  affordable 
homeownership  opportunities  and  promote  economic  empowerment  for  lower- income  families.   It  also 
helps  stabilize  neighborhoods  where  FHA  has  a  large  inventory  of  properties.   The  program 
provides  for  the  discounted  sale  of  single  family  homes  to  a  nonprofit  or  governmental  agency  for 
rehabilitation  and  resale  to  lower-income  families.   No  HUD  funding  is  attached  to  this  program. 
Participants  must  obtain  their  own  acquisition  and  rehabilitation  financing. 

As  of  January  31,  1993,  34  applications  have  been  approved.   Depending  on  the  results  of 
the  Demonstration,  the  program  may  become  a  permanent  part  of  the  single  family  property 
disposition  program. 

c.  Homeless  Program.   Under  this  program,  HUD  makes  available  to  qualified  applicants 
certain  HUD-acquired  single  family  properties  for  use  by  the  homeless.   The  program,  which  is 
structured  to  balance  the  needs  of  the  homeless  with  the  interests  of  the  FHA  insurance  funds, 
provides  homeless  individuals  and  families  temporary  and  transitional  shelter  in  an  effort  to 
move  them  toward  independent  living.   Since  its  inception  in  October  1989,  S7S  properties  have 
been  sold  through  the  Homeless  Program.   As  of  January  31,  1993,  1,866  properties  are  currently 
leased  for  use  by  the  homeless. 

d.  Real  Estate  Asset  Management  Services.   In  order  to  improve  the  basic  property 
management  services  provided  by  contractors,  a  new  Real  Estate  Asset  Management  (REAM)  contract 
format  has  been  developed  to  replace  the  Area  Management  Broker  (AMB)  contract.   The  significant 
change  between  these  two  contracts  is  that  R£AH&  are  paid  a  flat  fee  (in  two  installments — 

30  percent  at  listing  and  70  percent  at  closing)  for  managing  the  property  rather  than  a  monthly 
fee  fcr  every  month  the  property  is  in  inventory.  This  compensation  system  is  an  incentive  for 
the  REAM  to  maintain  the  property  in  saleable  condition  at  all  times.  The  REAM  contract  also 
enables  the  Department  to  more  critically  evaluate  potential  contractors'  experience  and 
capabilities,  with  price  being  secondary.   It  is  estimated  that  the  most  conversions  from  AMB  to 
REAM  will  have  taken  place  this  fiscal  year. 

e.  Sales  Incentives.   A  wide  range  of  sales  incentives  have  been  made  available  to  all 
Field  offices  in  order  to  expedite  sales,  especially  in  soft  market  areas.   Field  offices  must 
consider  such  factors  as  cost,  increased  market  appeal  and  the  probability  of  a  higher  return 
before  implementing  any  incentive.   Examples  of  sales  incentives  authorized  in  fiscal  year  1993 
include!   bonus  for  early  closing,  buydown  financing,  payment  of  up  to  6  percent  of  purchaser's 
financing  and  closing  costs,  lease  with  an  option  to  purchase,  and  rebates  to  purchasers  of 
lower-priced,  hard-to-sell  properties. 

MORTGAGE  AND  PROPERTY  TRAUSACTIOWS 

The  table  that  follows  reflects  the  principal  transactions  affecting  single  family  mortgage 
notes  and  acquired  properties: 
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HIGHLIGHTS  OF  80MB  HORTCACE  AND  PROPERTTf  TKAWSACTIOMS 


Defaulted  Wortgage  Aaaianinents  During  Tear 

1992  Actual 

1993  BBtioata 

1994  Bstlmata 

Aaajgned  Mortgaaea  on  Hand.  Bnd  of  Tear 

1992  Actual 

1993  Batijnate 

1994  Batlmate 

Purchase-Money  Wortgages  on  Hand.  Bnd  of  tear 

1992  Actual 

1993  Estimate 

1994  Batimata 

Acouiaition  Activity  During  Year 

1992  Actuals 

Foracloaure  of  mortgages 

Direct  acquisitions 

Total 

1993  Bstimate: 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

1994  Bstimatet 

Foreclosure  of  mortgages 

Direct  acquisitions 

Total 

Property  Sales  During  Year  b/ 

1992  Actual 7 

1993  Batimate 

1994  Bstimate 

HPD-owned  Properties  on  Hand.  End  of  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Claims  Paid — Wo  Acguieition  c/ 

1992  Actual 7 

1993  Estimate 

1994  Estimate 

Claims  -•  Preforeclosure 

1992  Actual 

1993  Estimate 

1994  Estimate 


HORTGAGBS/ 

PROPERTIES        DMITS      AMOONT  ft/ 
(Dollars  in  Thouaands) 


1C,971 
16,137 
lfi,ST4 


C7,833 

77,570 
90,994 


1,782 
1.762 
1,742 


16,971 
16.137 
16.S74 


67.633 

77,570 
90,994 


1,702 
1,762 
1.742 


$868,347 
825,678 
855,703 


$2,830,501 
3,285,483 
3,884,673 


$24,561 
18,373 
13,781 


1,501 

1,501 

69.862 

57,191 

62,485 

3.549.287 

58,692 

63,986 

3,619,169 

6,400 

6,400 

297.965 

58.037 

63.732 

3.616.886 

64,437 

70,132 

3,914,853 

3,150 

3,150 

146,654 

52.589 

58.771 

3,267.492 

55,739 

61.921 

3,414,146 

61,366 

64,244 

2,721,054 

71,855 

75,592 

3,189,000 

59,929 

64,103 

2,661,570 

32,664 

41,204 

1,901,416 

25,246 

35,745 

1,378,956 

21,056 

33,563 

1,088,464 

513 

513 

14,939 

528 

528 

10,483 

515 

S15 

10,123 

142 

142 

2,327 

2,717 

2,717 

44,525 

7,643 

7,643 

125,435 

a/   Amounts  for  'Assigned  Mortgages*  and  'Direct  Acquisition'  represent  the  claims  paid. 

For  'Sales,*  the  amount  reflects  the  cash  proceeds;  for  'HUD-o%med  Properties  on  Hand,' 
the  amount  reflects  acquisition  cost  and  for  'Mortgages  on  Hand,'  the  amount  reflects 
the  unpaid  balance. 

b/   Includes  the  impact  from  the  sale  of  1,6  34  properties  which  were  not  reflected  in  data 
systems  at  September  30,  1992.   Inventory  systems  will  be  adjusted  in  fiscal  year  1993. 

c/   Includes  coinsurance  and  other  claims  for  which  title  is  not  conveyed. 
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B.   GENERAL  AND  SPBCIAl  RISK  INSURANCE  ACCOUNT 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  * 

ACTUAL     ESTIMATE      ENACTED   ESTIMATE   ESTIMATE   DECREASE  - 
1992        1993  1993      1993      1994    1994  VB  1993 

(Dollars  in  Millions) 
Appropriation  Request 

Insurance  Commitment 

Limitation $8, 592a/  $9,039  $6,864  $8,864  $13,436  $+4,572 

Supplemental NA  ...  800  800  NA  -800 

Carryover NA     NA  1,628  1,628  NA  -1,628 

Total  available 8,592  9,039  11,292  11,292  13,436  +2,144 

Budget  Authority 
Discretionary 
Credit  Subsidyi 

Positive  Subsidy  55       NA         105        105       152         47 

Supplemental 20       10         10       -10 

Carryover _iii      iii        [  201      ^_iii    ^^_iii      ^_ii^ 

Subtotal 75       HA         115        115       152          37 

Fee  increases..  _Lii       NA       ^_i.i.i.      .^_l^_;.        -S         -5 
Net  Credit 

Subsidy 75       184         115        115       147          32 

Administrative 
Expenses 189       187         187        187       192        5 

Total,  net  discretionary 
Budget  Authority 264       371         302        302       339         37 

Mandatory 
Permanent  I 
Indefinite 
Appropriation...      1,207       542  NA        735       485        -250 

Borrowing  Author. 

— Debentures 324       76  NA        241.       !«         -95 

Total,  Mandatory 
Budget  Authorization.       1,531       618  NA        976       631        -345 

Outlays  (Net) 
Liquidating 
Account- 
Mandatory 1,089       474  NA        905       469        -436 

Program  Account- 
Discretionary.  ..  .        207       315  NA        282       328        +46 
Financing  Account- 
Off  Budget -41       -151  NA        -109        -52  +57 

Total  GI/SRI....      1,255        638  NA       1,078        745         -333 

Transfer  of  negative 
subsidy  to  receipt 

account ...       ...  NA        -34      -133        -99 

Fee  increases NA       NA  NA         NA        -4         -4 

Mortgage  Insurance 

Applications  (units): 

Homes 95,752    61,520  NA      82,788     95,849      +13,061 

Multifamily 116,  184    85,655  NA     127,807    195,524      +67,717 

Total 211,936    147,175  NA     210,596    291,373      +80,777 

Insurance  written 
(units) : 

Homes 61,085  45,153  NA  69,026  69,026          

Multifamily 64,309  77,537  NA  102,893  134,802  +31,909 

Title  1 86,830  104,917  NA  97,500  120,320  +22,820 

Total 212,224  227,607  NA  269,419  324,148  +54,729 
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Hortgage  and  Loan  Insurance  Programs  -  Gl/SRl  Account 


Insurance  written 
(dollars) i 

Homes 

Hultlfamll; 

Title  I 

Total 

Insurance  in  Force  b/ 
(dollars) : 

Homes 

Hultif  amily 

Title  I 

Total 


BUDGET 

ACTUAL 

ESTIMATE 

1992 

1993 

$4,211 
2,422 
1.065 
7,698 


$3,456 
3,241 
1,359 
8,056 


$27,663  $27,018 

43,161  43,070 

5,518  6,162 

76,342  76,250 


CURRENT  INCREASE  -I- 

ENACTED   ESTIMATE   ESTIMATE  DECREASE  - 

1993      1993      1994  1994  vs  1993 
(Dollars  in  Millions) 


NA 
NA 
NA 
NA 


NA 
NA 
NA 
NA 


$4,888 
4,702 
1.264 

10,854 


$31,499 

45,473 

5,630 

82,602 


$5,006 
4,958 
1,658 

11,622 


$35,284 

47,683 

5,848 

88,815 


+  $119 
+  256 
+  394 
+769 


+S3,785 

+2,210 

+  218 

+6,213 


Assigned  Mortgage  and 

HUD-Ovmed   Property 

Inventories,  end  of  year 

Number 38,255    31.001  NA     44,512    49,873      +5,362 

Units 384,523   354,827  NA    431,213   463,625     +32,412 

Payment  of  insurance 
claims 1,972     1,534  NA      1,890     1,525        -365 

Proceeds  from  sale  of 
assets  c/ 279       268  NA        344       325         -19 

a/   Reflects  use  in  1992. 

b/   This  differs  from  the  data  available  when  the  President's  Budget  was  printed, 

c/   Includes  proceeds  from  .foreclosure  sales  of  HUD-held  mortgages. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

a.  Credit  Limitation.   A  limitation  on  new  insurance  commitmentE  for  1994  of 
$13.4  billion  which  will  support  an  estimated  291,373  unit  applications.   Insurance  written 
during  the  year  is  estimated  at  324,148  units. 

b.  Appropriations.   This  Budget  contains  three  different  appropriation  requests: 
(a)  $192  million  for  administrative  expenses  to  be  credited  to  the  Program  account,  (b) 
$147.4  million  of  credit  subsidy  for  various  insurance  programs  administered  in  the  GI/SRI 
account,  and  (c)  $485  million  for  estimated  operating  insufficiencies  for  the  liquidating 
account. 

The  $147.4  million  of  credit  subsidy  represents  the  net  present  value  of  the 

expected  cost  to  the  Government  of  new  insurance  commitments  of  $2.3  billion  made  in  1994  for 

certain  multifamily  programs  where  costs  are  projected  to  exceed  income  over  the  duration  of  the 
loans . 


In  single  family  and  Title  I  programs,  as  well  as  in  some  multifamily  programs,  the 
present  value  of  projected  revenues  from  new  insurance  exceeds  the  present  value  of  estimated 
costs  and  no  credit  subsidy  is  required. 
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2.  CHAMGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

a.  Commitments  and  Mortgage  Origination.   Single  family  insurance  applications 
representing  95,752  units  were  received  during  1992.   The  number  of  applications  was  30,352  units 
higher  than  was  estimated  in  last  year's  Budget.   This  was  due  primarily  to  refinancing  driven  by 
low  interest  rates  in  1992.   Multifamily  applications  amounted  to  116,184,  33,521  units  higher 
than  estimated  last  year. 

A  total  of  125,394  single  fajnily  and  multifamily  units  were  endorsed  during  the 
year,  representing  $6.6  billion  in  mortgage  balances  compared  to  113,775  units  and  $5.9  billion 
estimated  in  last  year's  Budget.   In  the  GI/SRI  account  the  increase  was  more  pronounced  in 
single  family  endorsements. 

Title  I  property  improvement  and  manufactured  home  loans  were  lower  than  the 
projection  in  last  year's  Budget.   In  1992,  86,830  Title  I  loans  were  executed  compared  to  the 
113,919  Title  I  loans  estimated  in  the  1993  Budget. 

b.  Mortgage  Assignments,  and  Acquired  Properties  Activity.   At  the  close  of  1992,  the 
inventory  of  assigned  mortgages  and  HUD-owned  properties  was  384,523  units — a  12,657  unit 
increase  from  the  371,866  units  previously  estimated. 

The  increase  reflects  a  higher  inventory  of  multifamily  assigned  notes  than  was 
projected  last  year.   This  resulted  from  increased  claims  and  lower  than  expected  foreclosures  of 
defaulted  HUD-held  mortgage  notes. 

During  1992,  197  defaulted  multifamily  mortgage  notes  with  36,317  units  were 
assigned,  requiring  claim  payments  of  over  $1.3  billion.   The  1993  Budget  projected  default 
assignments  of  275  projects  for  44,032  units  and  $1.4  billion  in  claims. 

Single  family  defaulted  notes  for  1992  were  significantly  higher  than  estimated. 
The  1993  Budget  projected  1,219  defaults  compared  to  1,717  actual  1992  defaults.   Consequently, 
the  single  family  assigned  note  and  property  inventories  are  higher  than  projected  in  the  199  3 
Budget. 

c.  Financial  Activity.   Net  outlays  for  1992  for  all  GI/SRI  accounts  totaled 
$1,255  million — a  $206  million  increase  from  the  $1,049  million  included  in  last  year's 
estimates.   Higher  outlays  partially  reflect  higher  claims  in  1992  than  the  estimate  in  the  1993 
Budget. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

a.  Commitments  and  Mortgage  Origination.   Single  family  applications  in  1993  are 
estimated  at  81,274  cases  and  82,788  units.   This  reflects  an  increase  of  about  21,268  units  from 
last  year's  estimate. 

Multifamily  applications  have  been  increased  over  last  year's  estimate  of  85,655 
units  to  127,807  units,  11,623  units  above  the  actual  1992  level.   Title  I  activity  is  estimated 
at  97,500  units — a  modest  decrease  under  the  104,917  estimated  last  year. 

The  current  Budget  assumes  that  an  estimated  S11.3  billion  in  insurance  commitments 
will  be  issued  in  1993  based  upon  anticipated  applications.   This  is  the  same  as  the  ceiling 
approved  in  the  1993  Appropriations  Act  plus  the  amounts  available  from  the  Dire  Emergency 
Supplemental  Appropriation  Act  of  September  23,  1992. 

During  1993,  171,919  units  of  single  family  and  multifamily  insurance  are  expected 
to  be  written,  representing  $9.6  billion  in  new  loans.   In  addition.  Title  I  insurance  in  1993  is 
expected  to  reach  97,500  units  for  SI. 3  billion. 

b.  Mortgage  Assignments,  and  Acquired  Property  Activity.   The  year-end  inventory  of 
assigned  mortgages  and  acquired  properties  is  estimated  at  431,213  units — an  increase  of  about 
76,386  units  over  last  year's  estimate.   The  change  is  due  to  increases  in  assignments  and 
acquisitions  experienced  in  1992,  as  well  as  a  decrease  in  foreclosures  and  sales. 
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c.   Financial  Activity.   Met  outlays  projected  for  all  accounts  aisount  to 
$1,078  million,  compared  to  $638  million  estimated  last  year.   The  increase  in  net  outlays  is  due 
primarily  to  higher  multifamily  claims  than  estimated  in  the  1993  Budget. 

Ttie  1993  Appropriation  Act  and  the  September  23,  1992  Supplemental  Appropriation 
provide  $301.6  million  to  the  Program  account  of  vhich  $114. £  million  is  earmarlced  for  guarantee 
loan  subsidy  for  new  insurance  commitments  and  $187  million  for  administrative  expenses.   In 
addition  $20.4  million  in  credit  subsidy  carries  over  from  1992,  and  $15.7  million  of  1992  budget 
authority  lapses. 

A  reduction  in  credit  subsidy  outlays  for  fiscal  year  1992  is  recorded  as  a  receipt 
of  $33.7  million  in  1993  in  the  Receipt  account.   The  reduction  is  due  to  subsidy  rate 
reestimates,  which  are  performed  annually.   Revised  projections  developed  by  Price  Waterhouse 
resulted  in  lower  subsidy  estimates  in  some  GI/SRI  programs. 

EXPLAMATIONS  OF  INCREASES  AND  DECREASES 

a.  Commitments  and  Mortgage  Originations.   Single  family  applications  are  estimated  at 
9S,849  units  in  1994,  or  13,061  units  more  than  are  estimated  for  1993.   Multifamily  applications 
are  expected  to  increase  by  67,717  units  to  19S,S24  units,  reflecting  a  fully  operational 
Multifamily  Delegated  Processing  Program.   Title  I  insurance  is  estimated  to  increase  by  22,820 
units. 

b.  Mortgage  Assignments,  and  Acquired  Property  Activity.   The  year-end  1994  inventory  is 
estimated  at  463,625  units — an  increase  of  32,412  units  over  the  current  year-end  1993  estimate. 

c.  Financial  Activity.   For  1994,  the  Financing  and  Liquidating  accounts  of  the  GI/SRI 
accounts  are  projected  to  incur  an  outlay  of  $417  million,  a  decrease  of  $379  million  from  the 
current  1993  estimate. 

There  is  an  increase  in  the  budget  authority  and  outlays  projected  for  the  Program 
account.   Between  1993  and  1994  budget  authority  increases  from  $302  to  $339  million  and  outlays 
increase  from  $282  to  $328  million,  largely  resulting  from  higher  guarantee  loan  subsidy 
payments.   In  1993,  the  amount  appropriated  for  the  Program  account  was  a  net  figure, 
incorporating  positive  and  negative  subsidies  attached  to  component  programs  within  the  GI/SRI 
account.   Beginning  in  1994,  the  appropriation  requested  is  for  the  gross  positive  subsidy 
associated  with  certain  multifamily  programs.   The  negative  subsidies  associated  with  other 
multifamily  programs,  and  all  single  family  and  Title  I  programs  in  the  GI/SRI  Account,  will 
instead  be  reflected  in  outlays  from  the  Financing  account  to  the  Receipt  account.   These 
receipts  will  offset  HUD  departmental  budget  authority  and  outlays. 

The  following  table  displays  actual  outlay  activity  in  1992  and  the  estimated  activity 
in  1993  and  1994  in  the  combined  Liquidating  and  Financing  accounts. 
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FUNDS  APPLIED  TO  OPERATIONS,  RECEIPTS  AMD  OUTLAYS 
COMBINED  LIQUIDATING  AMD  FINANCING  ACCOUNT 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


(Dollars  In  Thousands) 

Funds  Applied  to  Operations  a/ 

Operating  costs $124,330  $197,468  $1S7,815 

Claijus 1,972,165  1,890,329  1,524,857 

Property  and  other  expenses 307,022  320,022  381,237 

Payment  to  Receipt  Account ...  33,734  136,996 

Other  adjustments  b/ 329,203  39.668  11,455 

Total  Funds  Applied 2,732,720  2,481,221  2,212,360 

Fund  Receipts 

Fee  and  premiums 382,785  417,497  483,970 

Interest  on  investments 621  6,940  12,204 

Property  sales 279,033  303,635  299,096 

Recoveries  and  other  income  from 

properties  and  mortgage  notes 757,449  821,900  853,191 

Subsidy  transfer 39,169  135,049  147,371 

Prior  year  adjustments/recoveries...  225.667     Lij_  ijj. 

Total  Receipts 1,684,724  1,685,021  1,795,832 

Outlays 1,047,996       796,200    416,528 

a/  Administrative  expenses  of  $187,000  in  1993  and  $192,252  in  1994  will  be  disbursed  from 

the  GI/SRI  program  account, 
b/  Includes  changes  in  net  accounts  receivable  and  payable  and  unfilled/undelivered  orders. 

PROGRAM  DESCRIPTION 

The  GI/SRI  Funds.   These  tvro  funds  contain  the  largest  number  of  programs  administered  by 
the  FHA.   The  General  Insurance  Fund  covers  a  wide  variety  of  special  purpose  single  and 
multifamily  programs  including  loans  for  property  improvements,  manufactured  housing,  multifamily 
rental  housing,  condominiums,  housing  for  the  elderly,  hospitals,  group  practice  facilities,  and 
nursing  homes. 

The  Special  RisJc  Fund  includes  insurance  programs  for  mortgages  in  older  declining  urban 
areas  which  would  not  be  otherwise  eligible  for  insurance,  mortgages  with  interest  reduction 
payments,  those  for  experimental  housing,  and  for  high  risk  mortgagors  who  would  not  normally  be 
eligible  for  mortgage  insurance  without  housing  counseling. 

PROGRAM  ACTIVITY 

The  operation  of  the  insurance  programs  includes  three  broad  activities:   (1)  mortgage 
insurance  activity,  including  the  receipt  and  underwriting  of  applications  for  mortgage 
insurance;  (2)  mortgage  and  loan  management  activities,  including  the  servicing  of  mortgages  with 
insurance-in-f orce  and  assigned  mortgages;  and  (3)  management  and  disposition  of  HUD-owned 
properties. 

MORTGAGE  INSURANCE  ACTIVITY 

a.   Multifamily  Delegated  Processing.   Under  Delegated  Processing,  the  project  sponsor  or 
mortgagee  submits  an  application  to  the  HUD  Field  Office.   The  Field  Office  may,  at  its 
discretion,  assign  a  project  to  a  delegated  processor  to  perform  the  mortgage  insurance 
processing.   The  delegated  processor  shall  perform  the  appropriate  application  processing  and 
submit  a  completed  package  with  a  preliminary  underwriting  recommendation  to  HUD.   HUD  will  then 
review  the  underwriting  performed  by  the  delegated  processor,  make  a  final  determination,  and 
issue  the  appropriate  letter/commitment,  if  warranted. 
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Tha  dalagatad  proceaalng  program  provides  flezlblllt;  to  tha  Fiald  Offices  to 
aceossaodata  fluctuatlona  In  tha  numbera  of  applications  submitted.  HOD  will  continue  to  maintain 
tha  capacity  to  process  multlfamlly  Insurance  applications. 

b.  Increase  In  Multlfanllv  Fees.  The  present  fee  structure  requires  that  $3.00  par  $1,000 
mortgage  amount  be  paid,  the  revised  structure  will  require  $5.00  per  $1,000  mortgage  amount.   It 
Is  expected  that  the  revised  structure  will  be  implemented  In  1994.  Estimated  budget 
suthorlty/outlays  savings  for  1994  In  the  Program  account  are  as  follows,  $4.6  million  In  budget 
authority  and  $3.0  million  in  outlays.  In  addition  it  Is  estimated  that  collections  of  $4.4 
million  to  the  Receipt  account  (which  would  offset  agency  budget  authority  and  outlays)  will  be 
generated.   This  would  bring  the  total  budget  authority  savings  to  $9  million  In  1994,  based  on 
tha  level  of  commitments. 


c.   Single  Family  Insurance  Operations, 
contained  In  the  HHI/CMHI  Fund  package. 


Discussion  on  single  family  Insurance  operations  is 


I/oan  and  Mortgage  Management  Activities 

a.  Overview.  Loan  and  mortgage  management  functions  for  multlfamlly  projects  include 
responsibility  for  a  number  of  activities  including  on-site  management  reviews,  inspections  of 
multlfamlly  projects,  analyses  of  reports  on  occupancy,  verification  of  rent  schedules,  rent 
Increase  approvals,  monitoring  replacement  reserve  funds,  the  analysis  of  annual  financial 
reports  of  multlfamlly  projects,  and  debt  collection.  In  addition,  responslbllltias  Include 
identification  of  troubled  projects  and  the  development  of  individual  project  strategies  to 
prevent  or  cure  defaults. 

b.  Single  Family  Loan  and  Mortgage  Management.   Discussion  on  single  family  loan/mortgage 
management  Insurance  is  contained  In  the  MMI/CMHI  Fund  package. 

Multlfamlly  Property  Disposition 

a.  PROPERTY  DISPOSITIOW.   The  1994  Budget  multlfamlly  sales  estimates  assume  the 
availability  of  IS  year  Section  8  assistance.   Sales  projections  are  higher  than  the  baseline 
estimates  as  a  result  an  Increase  in  the  availability  of  this  incentive.   For  more  detailed 
information,  please  see  the  Annual  Contributions  justification. 

b.  HOPE  2.   The  HOPE  program  creates  homeownership  opportunities  in  multlfamlly  projects 
insured  by  FUA,  including  those  that  become  financially  or  physically  distressed;  owned  or  held 
by  miD,  or  financed  by  HUD  as  a  result  of  foreclosure  (except  for  properties  for  which  HUO  is 
Hortgagee-ln-Possesslon) .  The  eligible  Inventory  also  Includes  properties  owned  or  held  by  State 
or  local  governments  or  any  Federal  agency.  Grants  will  be  made  to  eligible  resident  groups, 
nonprofits,  local  housing  authorities  and  public  bodies.  For  more  detailed  Information,  please 
see  the  HOPE  Grants  Program. 


c.   Single  Family  Property  Disposition. 
contained  in  the  MMI/CMHI  Fund  package. 


DiBcuesion  of  single  family  property  disposition  is 


HIGHLIGHTS  OF  HOME  MORTGAGE  AHD  PROPERTY  TRAHSACTIOWS 


MORTGAGES/ 


Defaulted  Mortgage  Assignments  During  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Current  Mortgage  Assignments  During  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 

Assigned  Mortgages  on  Hand.  End  of  Year 

1992  Actual 

1993  Estimate 

1994  Estimate 


PROPERTIES 

UNITS 

AMOUNT  a/ 

(Dollars 

in  Thousands 

X,717 

1,717 

$76,365 

1,11S 

1,115 

49,450 

1,023 

1,023 

41,435 

3,342 

3,342 

33,046 

S,000 

5,000 

35,000 

5,000 

5,000 

35,000 

30,211 

30,211 

430,870 

35,275 

35,275 

445,460 

40,246 

40,246 

455,005 
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MORTGAGES/ 
PROPERTIES 


OHITS 


AMOUNT  a/ 


(Dollars  in  Thousands) 


Purchase-Money  Mortgages  on  Hand,  End  of  Year 

1992  Actual «14  614  15,867 

1993  Estiinate «10  610  14,478 

1994  Estimate <06  606  13,106 

Acquisition  Activity  During  Year 

1992  Actual: 

Foreclosure  of  mortgages 465  465  11,612 

Direct  acquisitions 7,838  8,061  372.146 

Total 8,303  8,526  383,758 

1993  Estimate: 

Foreclosure  of  mortgages 1,051  1,051  15,047 

Direct  acquisitions 9.677  9,951  459,589 

Total 10,728  11,002  474,636 

1994  Estimate: 

Foreclosure  of  mortgages 1,051  1,051  13,318 

Direct  acquisitions 8.771  9,014  415,365 

Total 9,822  10,065  428,683 

Property  Sales  During  Year 

1992  Actual  b/ 8,786  8,963  252,902 

1993  Estimate 9,755  10,032  291,736 

1994  Estijnate 9,576  9,846  274,436 

HUD-owned  Properties  on  Hand,  End  of  Year 

1992  Actual 5,658  5,898  209,720 

1993  Estiinate 6.631  6,868  251,096 

1994  Estimate 6,877  7,087  266,591 

Claims  Paid — No  Acquisition 

1992  Actual 92  92  2,077 

1993  Estijnate 393  393  8,878 

1994  Estimate 376  376  8,495 

Claims-Preforeclosure  Sale 

1992  Actual 8  8  145 

1993  Estimate 445  445  9,674 

1994  Estimate 1,043  1,043  22,905 

a/   Amounts  for  "Assigned  Mortgages*  and  "Direct  Acquisition"  represent  the  claims  paid. 

For  "Sales,"  the  amount  reflects  the  cash  proceeds;  for  "HUD-owned  Properties  on  Hand, 
the  amount  reflects  acquisition  cost  and  for  "Mortgages  on  Hand,"  the  amount  reflects 
the  unpaid  balance. 

b/    Includes  the  impact  from  the  sale  of  494  properties  which  were  not  reflected  in  data 
systems  at  September  30,  1992.   Inventory  systems  will  be  adjusted  in  FY  1993. 

HIGHLIGHTS  OF  MULTIFAMILY  MORTGAGE  AND  PROPERTY  TRANSACTIONS 


PROPERTIES 


UMITS 


AMOUNT  a/ 


Defaulted  Mortgage  Assignments  During  Year 

1992  Actual 197 

1993  Estimate 240 

1994  Estimate 181 


36,317 
43,677 
32,501 


$1,315,430 

1,250,678 

914,170 
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PBOPERTIES 


ON  ITS 


AHOUMT  ^/ 


Current  Mortoaaa  Aaaiannienta  During  Year 

1992  Actual 31 

1993  Bstiiaat* 

1994  BBtimata 

Aaalaned  Wortoaoaa  en  Hand.  Bnd  of  rear 

1992  Actual/b 2,232 

1993  Batloate 2,425 

1994  Batlaate 2 ,  570 

Purchaae-Monev  Mortgaaaa  on  Hand.  Bnd  of  year 

1992  Actual ITS 

1993  Batlaat* 170 

1994  Batimate 165 

Acoulaltion  Activity  During  tear 

1992  Actual I 

Poracloaur*  o{  mortgagoa 56 

Direct  acquisitions 5 

total 61 

1993  Batimatsi 

Foraelosure  of  nortgagas 31 

Direct  acquisitions ... 

Total 31 

1994  Bstimatai 

Foreclosure  of  nortgagas..... 18 

Direct  acquisitions ... 

Total IB 

Property  Sales  During  Year 

1992  Actual 23 

1993  Estimate 5 

1994  Bstinate 17 

HOP-owned  Properties  on  Hand.    End  of  Year 

1992  Actual 154 

1993  Estifflate 180 

1994  Bstiaate 181 

Coineuranee  Claims 

1992  Actual 6 

1993  Estimate 2 

1994  Estimate 3 


2,105 


321,675 
357.167 
383,955 


17,460 
16,513 
15,566 


17,514 


7,236,367 
8,351,455 
9,182,993 


131,441 
127,300 
124,119 


7,415 

142,157 

1^388 
8,803 

21.355 
163,512 

6,023 

85,840 

•  •  > 

6,023 

85,840 

3,174 

68,842 

3,174 

68.842 

4,888 

26,131 

859 

11,899 

2,740 

24,660 

26,739 

535,385 

31,903 

609,326 

32,337 

604,085 

916 

21,543 

253 

5,940 

404 

9,500 

a/ 


Amounts  for  'Assigned  Mortgages*  and  'Direct  Acqulaitione'  represents  the  claims  paid. 
For  'Sales,'  the  amount  reflects  cash  proceeds;  for  'HUD-omed  Properties  on  Hand,*  the 
amount  reflects  acquisition  cost  and  for  'Mortgages  on  Hand,'  the  amount  reflects  the 
unpaid  balance. 


FIWAHCIAL  OPERATIOWS 

A.  Appropriations.   In  the  past,  the  National  Housing  Act,  as  amended,  authorized 
appropriations  to  restore  actual  losses  sustained  from  mortgage  insurance  operations  of  the 
Special  Risk  Insurance  (SRI)  Fund  and  the  General  Insurance  (GI)  Fund.   Appropriations  were  based 
on  actual  losses  resulting  from  the  acquisition  and  sale  or  liquidation  of  acquired  propertiea  or 
mortgage  notes. 
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Nith  implementation  of  Credit  Reform  and  Treasury  debt  forgiveness,  appropriation 
request*  for  the  GI/SRI  account  are  on  a  different  basis.   Onder  Credit  Reform,  administrative 
coats  and  subsidies  inherent  in  new  insurance  ore  appropriated  for  both  the  GI  and  SRI  Funds  into 
a  single,  new  'Program*  account  from  which  disbursements  to  the  proper  accounts  are  made  as 
expenses  ore  incurred  and  insurance  is  written.   For  the  GI/SRI,  the  1994  appropriation  request 
includes  $192  million  for  administrative  expenses  and  $147.4  million  for  subsidies  on  new 
insurance  written.   In  addition,  permanent  indefinite  authority  for  the  financing  of  any  new 
operating  insufficiencies  incurred  by  the  Liquidating  account  is  provided  by  the  Federal  Credit 
Reform  Act  of  1990.   It  is  estimated  that  the  GI/SRI  Liquidating  account  will  require  $734.6 
million  in  1993  and  $485  million  in  1994  for  operating  insufficiencies.  Also,  it  is  estimated 
that  Authority  to  Borrow  of  $241.0  million  in  1993  and  $145.9  million  in  1994  will  be  used  to  pay 
for  claims  with  debentures. 


APPROPRIATIONS 


ESTIMATED 

CUMULATIVE 

9/30/91 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


CUMULATIVE 
9/30/93 


(Dollars  in  Thousands) 


Credit  Reform; 
Program  Account: 

Administrative. . . . 

Credit  Subsidy.... 
Liquidating  Account 

Insufficiencies. . . 

Total , 


NA     189,000 
HA      75,308 


187,000 
114,652 


NA    1.207,153      734,610 
NA    1,471,461    1,036,262 


192,252 
147,371 


824,623 


568,252 
337,331 

2.426,763 

3,332,346 


B.  Program  Subsidies.   Credit  Reform  requires  that  the  net  cost  to  the  Federal  Government 
of  any  direct  loan  or  loan  guarantee  activity  must  be  determined.   The  net  present  value  of  that 
cost  (the  Federal  credit  subsidy)  must  be  made  available  by  appropriations,  prior  to  commitment 
of  the  loan  guarantee,  and  placed  in  reserve  to  cover  the  future  anticipated  costs.   Cash  flow 
projections  developed  by  Price  Waterhouse  along  with  actual  data  from  1992  and,  as  it  accrues, 
from  subsequent  years,  are  used  to  estimate  the  subsidy  requirements  for  various  single  and 
multifomily  prograjns  as  well  as  Title  I  manufactured  housing  and  home  improvement  loans. 
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PROGRAM  HIGHtlGHTS 


DEPARTMENT  OF  HOOSING  AND  URBAN,  DEVELOPMENT 

HOUSING 

HOUSING  FOR  THE  ELDERLY  OR  HANDICAPPED  PROGRAM 


BUDGET  CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ENACTED    ESTIMATE  ESTIMATE     DECREASE  - 
1992        1993        1993        1993       1994      1994  vs  1993 
(Dollars  in  Thousands) 


Budget  Authority  (Enacted) i 
Capital  Grants  for  the 
Elderly  and  Disabled $612, 240a/  $98,680  NA  b/       NAb/  $373,623  HA 

Rental  Assistance  for  the 
Elderly  and  Disabled 690,184     96,375  NAb/       NAb/  450,596  NA 

Leased  Housing HA  110,731  NA  NA  NA  HA 

Service  Coordinators 15.505  15.438  15,438  15.438  15.855  *An 

Total,  Enacted 1,317,929  321,224  1,325,291  1,325,291  840,074  -485,217 

Transfers 11,811         NA  HA  -11,810  NA  +11,810 

Carryover 1.065.625  NA    NA  395.031    NA  -395.031 

Total  Avail.  Resources  2,395,365  321,224  1,325,291  1,708,512  840,074  -868.438 

Budget  Authority  (Use)i 
Capital  Grants  for  the 
Elderly  and  Disabled 914,942      98,680  NAb/  843,784c/  373,623  c/ 

Rental  Assistance  for  the 
Elderly  and  Disabled....  1,031,626      96,375  NAb/  844,500c/  450,596  c/ 

Leased  Housing NA     110,731  NA         NA         NA  HA 

Service  Coordinators 10.715     15.438       15.438     20.228     15.855        -*.313 

Total,  Use 1,957,283     321,224    1,325,291   1,708,512     840,074      -865,795 

Unit  Reservations! 

Elderly 12,379  822  8,906       9,115  4,900  -4,215 

Disabled 3,234  870  1,569       2,472  1,500  -972 

Leased  Housing NA  2.850  NA  NA  NA        HA 

Total,  Reservations 15,613  4,542  10,475  11,587  6,400  -5,187 

Budget  Outlays $501,428  d/  S311, 100  e/        NA    $571 ,631  d/  $997,054  d/    $425,423 

a/  Reflects  prorata  reduction  resulting  from  a  $475  million  shortfall  in  Section  202 

recaptures. 
b/  Anounts  are  nerged  in  the  1993  appropriation  which  contains  $1,116.1  million  for  the 

elderly  and  $193.8  million  for  the  disabled,  amounts  cover  both  capital  grants  and 

rental  assistance, 
c/  Reflects  preliminary  estimate  of  distribution  of  available  funding  assuming  estimated 

recaptures  of  $36  sailion  are  realized  in  1993.   Mix  may  change  depending  upon 

identified  needs  at  the  end  of  fiscal  year  1993. 
d/  Reflects  outlays  for  Capital  Grants  end  Capital  Grant  operating  subsidies,  as  well  as 
~   rental  assistance  from  the  Section  8/202  and  Section  162  programs, 
e/  Reflects  Capital  Grant  outlays  only. 
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Booalnq  for  tha  Bldarly  or  Bandicappad  Prograa 
spwMMff  or  BPDCn  estiiimbs 

1.  SaWWiUtt  OF  BOPGBt  RBQ0B8T 

Tha  1994  Budget  raquaats  t840.1  Billion  witbin  tlia  Annual  ContrUMtiooa  account  for 
houainq  for  tha  aldarly  and  diaabled.  Of  thia  aaount,  $373. (  alllion  will  aupport  <,400  unita  of 
naw  conatruction/Bubatantial  rehabilitation  capital  granta,  $4S0.C  Billion  rapreaanta  rental 
aaaiatanca  for  operating  coata  for  theae  unita,  and  $15.9  Billion  ia  for  aarvica  coordinatora . 

Tba  Budget  alao  reflecta  tha  taiBl nation  of  tha  direct  loan  prograB  in  favor  of  the 
eupportiTa  bouaing  prograa  for  tha  elderly  and  diaabled  authorixad  under  Sectiona  202  (aa 
aaendad)  and  811  of  the  Bational  Affordable  Bouaing  Act  of  1991.  The  1992  Appropriationa  Act 
permitted  the  converaion  of  projects  in  the  direct  loan  pipeline  to  begin  on  January  1,  1992. 
All  of  the  projeota  were  converted  in  fiacal  year  1992. 

2.  CBAWCBS   nom   1992    gSTIIIATBS 

BatijMitea  in  the  1993  Budget  for  fiacal  year  1992  aaauaed  that  $1.27  billion  of  capital 
grant  authority  and  $1.15  billion  of  rental  aaaiatanca  would  be  reaerved  in  airport  of 
approzlaataly  14,000  unita  for  tha  elderly  and  diaabled.  Bowavar,  actual  coata  ware  lower  than 
anticipated  and  15,413  unita  received  funding  reaervationa— -aaounting  to  $915  million  in  capital 
granta  and  $1.0  billion  in  rental  aaaiatance.  Of  the  $15.5  Billion  available  for  aervica 
coordinatora,  $10.7  million  waa  reaerved. 

3.  CBABCtS  ntOH  1993  BOPCBT  BSTIMAIBS 

The  1993  Budget  reqneatad  $90.7  million  for  capital  grant  financing  for  the  conatruction 
or  rehabilitation  of  1,(92  unita.  Appropriationa  alao  were  requeated  under  the  Annual 
Oootributiona  account  for  $94.4  million  in  rental  aaaiatance  for  theae  unita,  $110.7  million  for 
2,aS0  unita  of  leaned  houaing  and  $15.4  million  for  Service  Coordinatora. 

Baaed  on  appropriationa,  availability  of  carryover  and  raviaed  Departmental  propoaala 
(or  1993,  approxiaataly  $043. I  Billion  of  budget  authority  will  be  uaed  to  aupport  approximately 
11,SB7  unita  of  capital  granta  for  tha  Bldarly  and  Diaabled.  Another  $144.5  million  ia  preaently 
eetimated  to  aupport  rental  aaaiatanca  raquirementa  of  thoaa  unita.  Theae  eatiaMtea  are  aobject 
to  change  pending  actual  reaarration  reqniramanta  (reflecting  local  conditional  identified  at  the 
end  of  the  fiacal  year.  A  total  of  $20.2  million  will  be  available  for  Service  Coordinatora. 

The  elderly  unit  eatimate  includea  100  unita  to  be  reaerved  under  the  Bldar  Cottage 
Bouaing  Opportunitiea  damonatration  program  (BCMO)  authorized  by  Section  80C  of  the  Bational 
Affordable  Bouaing  Act  of  1990  and  amended  by  Section  402(d|  of  the  Bouaing  and  Coeaunity 
Development  Act  of  1992.  The  BCBO  program  providea  for  non-profit  ownera  to  place  amall,  aelf- 
eontained,  energy  efficient  and  removable  dwelling  unita  adjacent  to  the  eziating  heme  of  a 
(riaad  or  ralative  of  aa  eligible  elderly  peraon. 

IffT^inflTT'^  or   niCTBASis  abb  dbcbbasbs 

rer  1994,  the  Department  ia  propoaing  $373.4  million  for  capital  granta,  $450. (  million  for 
rental  aaaiatance  and  $15.9  million  for  Service  Coordinatora. 

PBOCBAW  DBSCKIPTIOli 

The  SuDOortive  Bouaing  Capital  Granta  Program.  The  Capital  Cranta  program  waa  authorized  by 
Section  001  and  Section  Oil  of  the  National  Affordable  Bouaing  Act  to  provide  eligible  private 
non-profit  organizationa  with  capital  granta  to  provide  houaing  for  very  low-income  elderly  or 
diaabled  individuala.  Tha  capital  granta  will  be  uaed  to  finance  the  acquiaition,  acquiaition 
and  moderate  rehabilitation,  conatruction,  reconatruction,  or  rehabilitation  of  houaing  intended 
for  uae  aa  aupportiva  bouaing  for  aldarly  paraona  or  peraona  with  diaabilitiea.   Supportive 
houaing  maeta  the  apecial  phyaical  naada  of  elderly  or  diaabled  individuala  and  accommodatea  the 
proviaion  of  aupportive  aarvicea  tor  elderly  peraona  and  peraona  with  diaabilitiea. 

Service  Coordinatora.  Section  (OS  of  tha  Bational  Affordable  Bouaing  Act  authorized  the  uae 
of  Service  Coordinatora  within  esiating  projecta  for  the  elderly  or  frail  elderly.  The  purpoae 
ia  to  enable  reaidenta  who  are  elderly,  eapecially  tboae  who  are  frail  or  handicapped,  to  live 
independently  and  prevent  placement  in  houaing,  boaea  or  inatitutiona .  Sarvicea  provided  include 
■aal  aervlcaa,  bouaekaeping  and  chore  aaaiatance,  peraonal  care,  laundry  aaaiatance, 
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■onalng  for  tha  lldarly  or  Handlcappad  Progran 

transpoz-tatlon  ■•rvicas,  and  health  ralatad  aarvlcaa.   Bacauaa  tbaaa  aarvlcas  ara  alailar  to 
thoaa  providad  by  tha  Congragate  Sarvicaa  Program,  tha  Adalnlatratioo  la  raquaatlng  funding  for 
Sarvlca  Coordlnatora  rathar  than  for  Congragata  Sarvicaa. 

Tha  blrect  Loan  Progran.   «ia  Houalng  for  tha  Bldarly  or  Handlcappad  Dlract  loan  prograa  waa 
authorized  by  Section  202  of  tha  Boualng  Act  of  1959,  aa  oawnded.   The  program  provided  direct 
loana  to  nonprofit  organlzatlona  aponaorlng  tha  conatructlon  and  management  of  rental  houalng  for 
tha  elderly  or  handicapped.   The  Section  202  program  waa  revlaed  by  Section  210  of  the  Houalng 
and  Ccounlty  Developotent  Act  of  1974  and  the  Boualng  and  Cooounlty  Developoaent  (BCD)  Act  of 
1987. 

Theae  projecta  alao  receive  Section  8  or  handicapped  program  aubaldlea  to  enable  low-lnccoa 
houaeholda  to  afford  the  rente  In  theae  projecta. 

Tha  1992  VA,  Hai>- Independent  Agenclea  Approprlatlona  Act  (P. L. 102-139)  provided  language  to 
enable  the  converalon  of  Section  202  direct  loan  projecta  to  the  Capital  Granta  program  atartlng 
January  1,  1992.   All  of  the  projecta  were  converted  In  flacal  year  1992. 

BOOCIT   coMunn  imcioasb  + 

ACTOAl     ISTIMATB   BSTIMATB  ESTIMATE   DBCIIBASE  - 
1992         1993      1993      1994    1994  va  1993 
(Oollara  In  Thouaanda) 

Section  202  Loan  Program; 

ABMndmanta $3,331      ...      $11,811       ...    -$11,811 

Budget  Authority 44,511       ...       47,534    $7,601     -39,933 

Outlaya 485,094      ...      262,438     7,440    -254,998 

PBOCBAII  ACTIVITY 

Any  retaining  activity  for  the  loan  program  Includea  amendaenta  for  projecta  reaching  final 
endoraement,  payment  of  Intereat  and  repayment  of  borrowing  to  Treaaury,  and  management  of  the 
loon  portfolio. 
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COWCUCATB   SBRVZCIS   PnCRAM 

PIKXaiiW   BICHtlCBTS 

eaDGBT  COMIBaT  IMCRSASB    '•' 

ACniM,  ESTIMAIB  BMACtBD       BSTINATB     BSTIHATB       DKCREASB    - 

i»»2  i9»i  ma  i»»3  n»«      H9«  V  m3 

(Dollars  In  Thoiuuula) 

Budget  Authority 

Appropriation $17,700         ...      $21,000    $21,000    $«,2<7    -$14,733 

Obliqationa 8,9*9         ...  BA     30,700     «,2C7     -32,433 

Budget  Outlay 5,087      $7,818  BA      «,000     6,000 

SWIMART  OF  BOOGBT  BSTIMATBS 

1.  SOWMARIt  or  BODGET  REQUEST 

An  B^ropriation  for  $C.3  million  is  requested  in  1994  to  extend  the  5S  Congregate 
Services  contracts  of  the  original  demonstration  program  for  an  additional  12  months.   This 
request  is  $14.7  million  less  than  the  1993  enacted  amount.   Other  funding  mechanisms  exist  which 
can  be  utilized  to  provide  similar  services  to  elderly  and  handicapped  persons  such  as  the  CDBG 
Blocks  Grant  program,  and  the  Elderly  Service  Coordinator  program.   The  need  for  these  services 
can  be  prioritized  at  the  State  and  local  level  and  appropriate  resources  can  be  brought  to  bear 
in  individual  circumstances. 

An  appropriation  of  $16.1  million  is  authorized  for  1994. 

2.  CHANGES  FROM  1992  BSTIWATES  INCLUDED  IH  1993  BODGET 

The  1993  Budget  projected  1992  outlays  at  $7.6  million.   Actual  outlays  were 
$5.1  million.   The  decrease  was  due  to  grantees  suboitting  their  requests  for  payment  much  slower 
than  anticipated. 

3.  CHAHGES  FROM  1993  BUDGET  ESTIMATES 

Although  the  1993  Budget  proposed  no  funding  for  the  program,  the  1992  Appropriations 
Act  provided  $21  million  to  implement  the  revised  Congregate  Services  program  authorized  in  the 
Cranston-Gonzalez  Affordable  Housing  Act  of  1990  and  to  extend  grants  that  would  otherwise  expire 
in  1993.   Of  the  appropriated  amount,  up  to  $10.8  million  will  be  used  for  the  extension  of 
existing  contracts. 

EXPIAMATIOW  OF  INCREASES  AMD  DECREASES 

The  $6.3  million  proposed  appropriation  reflects  extension  of  the  current  56  contracts  for  an 
additional  12  months.   No  funding  is  proposed  for  new  contracts  in  1994. 

PROGRAM  DESCRIPTION 

The  Congregate  Housing  Services  program  was  authorized  by  the  Housing  and  Community 
Development  Amendments  of  1978  to  provide  3-  to  5-year  contracts  to  fund  services  for  eligible 
residents  of  Public  Housing  and  Section  202  Housing  for  the  Elderly  or  Handicapped  projects.   The 
intent  was  to  avoid  costly  and  premature  or  unnecessary  institutionalization  of  individuals  and 
to  reduce  Government  outlays  for  institutional  care. 

The  services  provided  are  limited  to  those  that  are  not  currently  available  in  each  area. 
The  services  can  include  two  full  meals  7  days  a  week,  housekeeping,  personal  assistance  and 
other  services  deemed  essential  for  individuals  to  maintain  semi- independent  living. 

PROGRAM  ACTIVITy 

Fifty-six  projects  are  currently  participating  in  the  program,  providing  services  to  1,740 
residents. 
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DBPARIMBIIT  OP  BOOS  INC  AND  OSBAM  DBVBIOFMBHT 

HOUSIMG 

aOOSING  COUNSBLIHG  ASSISXAHCB 


PBOGRAM  HICHLIGHTS 

B0DGST  CORfinn  IRCIIKASS  + 

ACTOAL   ISTIMATC    BHACTBD  ISTIMATC  ISTIMATB   DBCRSASX  - 
199?       1993       1993    1993      1994    1994  v  1993 
(Dollars  In  Thousands) 

Proqran  Level 
HDD-approved  counseling 
agencies 525        575         NA      575       575 

Humber  of  counseling 
agencies  funded  In  year..       343       140        HA      375       ...        -375 

Humber  of  clients 
counseled  (est) 60,060     35,150         NA   65,250       ...     -65,250 

Obligations $6,006     $3,515         NA   $6,525       ...     -$6,S25 

Appropriations  (Budget  Authority) i 

Enacted  or  proposed 6,525      3,515      6,025    6,025       ...      -6,025 

Budget  Outlays 5,593      6,100         HA    6,800    $6,052        -748 

SOMMABY  OP  BPDGET  ESTIMATES 

1.  SUMMARY  OF  BODGET  REQUEST 

No  appropriation  Is  requested  for  Housing  Counseling  Assistance  programs  In  1994. 
Ro%>ever,  pursuant  to  Section  106(a)  of  the  Housing  and  Urban  Development  Act  of  1968,  as  amended, 
the  Department  will  continue  to  certify  and/or  recertify  local  public  and  private  nonprofit 
agencies  that  provide  HUD-approved  housing  counseling  assistance.   Counseling  agencies  will 
continue  to  provide  services  utilizing  locally  derived  funds.   Moreover,  counseling  continues  to 
be  an  eligible  use  of  Community  Development  Bloc)c  Grant  funds  and  counseling  services  also  are 
available  under  the  HOME  program. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  Department  funded  343  counseling  agencies  in  1992,  which  was  88  more  than  the 
estimate  In  the  1993  Budget.   The  increase  in  Che  number  of  agencies  funded  reflects  a  smaller 
average  grant  per  recipient  than  provided  previously.   This  funding  will  provide  a  variety  of 
counseling  services  to  clients.   Actual  outlays  of  $5.6  million  were  $400  thousand  less  than  the 
estimate. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Appropriations  Act  provided  $6  million  for  housing  counseling  services.   Of 
this  amount,  the  Department  intends  to  allocate  $4,960  thousand  to  fund  ongoing  counseling 
activities  under  the  Section  106(a}  Counseling  Services  and  Section  106(c),  Emergency 
Homeownership  counseling  programs;  $365  thousand  for  the  Section  106(d),  Prepurchase  and 
Foreclosure-prevention  Demonstration;  and  $500  thousand  for  the  Moving  to  Opportunity  initiative 
authorized  by  the  Housing  and  Community  Development  Act  of  1992.   Funding  also  will  continue  to 
be  provided  for  operating  costs  for  the  toll  free  service  under  Section  106(0)  in  1993. 

In  addition,  $500  thousand  is  available  in  1993  from  the  1992  Supplemental 
Appropriations  Act  (P.L.  102-368)  for  counseling  disaster  victims.   These  funds  may  he   used  only 
for  Presidentially  declared  disasters,  including  Hurricane  Andrew,  Hurricane  Iniici  and  Typhoon 
Omar. 
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Bousing  Counseling  Assistance 
EXPLAWATIOM  OF  IMCRBASBS  AMD  DECREASBS 

The  decreases  in  fiscal  year  1994  reflect  no  new  funding  for  the  Bousing  Counseling 
Assistance  program. 

PROGRAM  DESCRIPTIOW 

Section  106(a)(l)(iii)  and  Section  106(a)(2)  of  the  Bousing  and  Urban  Development  Act  of 
1968,  as  asiended,  authorize  a  broad  range  of  counseling  services  to  tenants  and  hoiiieo%niers . 
Based  on  Section  106(a),  the  Department  certifies  and/or  recertifies  local  public  and  private 
nonprofit  agencies  which  provide  BUD-approved  counseling  assistance.   The  Secretary  is  authorized 
to  provide  and/or  contract  with  public  or  private  organizations  to  provide  information,  advice, 
and  technical  assistance.   This  may  include  counseling  and  advice  to  tenants  and  homeowners 
concerning  property  maintenance,  financial  management  and  other  appropriate  matters  to  assist 
them  in  improving  their  housing  conditions  and  in  meeting  their  homeownership  responsibilities. 

local  public  and  private  nonprofit  agencies  apply  to  HUD  to  become  approved  counseling 
agencies.   Organizations  have  received  grants  to  provide  comprehensive  housing  counseling 
services  including  default  counseling  for  homeowners,  prepurchase  counseling  for  prospective 
homeowners  and  preoccupancy,  delinquency  and  displacement  counseling  for  renters. 

Emergency  Homeownership  Counseling 

The  Housing  and  Community  Development  Act  of  1987,  as  amended  by  the  National  Affordable 
Housing  Act,  added  Section  106(c)  to  the  1968  Act,  authorizing  the  Emergency  Homeownership 
Counseling  program.   This  legislation  also  authorizes  grant  assistance  to  nonprofit  agencies  to 
provide  counseling  assistance  to  homeovmers.   Section  106(c) (S)  also  requires  the  creditor  of  a 
delinquent  home  loan  to  notify  an  eligible  homeowner  of  the  availability  of  homeownership 
counseling. 

Prepurchase  and  Foreclosure-Prevention  Counseling 

The  National  Affordable  Housing  Act  added  Section  106(d)  to  the  1968  Act,  authorizing  a 
Prepurchase  and  Foreclosure-Prevention  Demonstration.   Dnder  this  legislation,  the  Department  is 
authorized  to  make  grants  to  nonprofit  agencies  for  prepurchase  counseling  services  to  homebuyers 
and  foreclosure-prevention  counseling  services  to  homeowners  with  FHA-insured  mortgages  in 
targeted  metropolitan  areas. 

Counseling  Certification  and  Training  Program 

The  Housing  and  Community  Development  Act  of  1992  further  amended  the  1968  Act  by 
authorizing  a  new  counseling  certification  and  training  program  (Subsections  106(e)  and  (f))  but 
no  funding  was  provided  for  these  Subsections  in  the  1993  Appropriations  Act. 

PROGRAM  ACTIVITY 

There  are  currently  S25  HUD-approved  counseling  agencies  throughout  the  United  States.   The 
Department  provided  grants  to  343  counseling  agencies  in  1992  and  currently  assumes  funding  of 
375  agencies  In  1993. 
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DEPARTHBNT  OF  HOQSINO  AND  URBAN  DEVBL0PM8NT 

BOUSING 

HANUFACTURED  HOME  INSPECTION  AND  MONITORING  PROGRAM 


PROGRAM  HIGHIIGHTS 


BUDGET 
ACTUAL    ESTIMATE 
1992        1993 


CURRENT 

ESTIMATE 

1993 


ESTIMATE 
1994 


INCREASE  + 

DECREASE  - 

1994  vs  1993 


(Dollars  In  Thousands) 


35 

35 

35 

35 

193,794 

164,000 

187, 

,000 

187,000 

286,394 

252,000 

279, 

,000 

279,000 

$6,936 

$6, 

,050 

56, 

,700 

$6,700 

6,529 

6, 

,585 

6, 

,900 

6,900 

6,597 

6, 

,600 

6, 

,800 

6,900 

Program  Levels 

State  Plans  Approved 

Manufactured  Homes  produced... 
Transportable  units  produced.. 

Budget  Authority 

Permanent,  indefinite 
appropriation •■ 

Obligations 

Budget  Outlays 6,597     6,600       6,800       6,900         +S100 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

There  is  no  appropriation  request  for  this  program.   In  1993  and  1994,  fees  totaling 
56.7  million  are  estimated  to  be  collected  each  year  from  manufactured  home  producers  based  upon 
the  production  of  187,000  manufactured  homes  and  279,000  transportable  units.   The  fee  charge  is 
set  at  $24  per  transportable  unit  produced.   Currently  no  change  is  contemplated  in  the  fee 
charge  during  1993  or  1994.   The  fee  collections,  which  are  reported  in  the  Budget  as  a 
permanent,  indefinite  appropriation,  are  used  currently  to;   (1)  cover  the  contractual  costs  of 
inspecting  and  monitoring  the  manufacturers'  quality  control  procedures;  (2|  make  payments  to  the 
States  for  the  costs  of  investigating  purchaser  complaints;  and  (3)  cover  the  Department's  direct 
administrative  expenses  for  those  staff  having  inspection  related  responsibilities.   Payment  for 
this  latter  item  is  made  through  a  transfer  to  the  -Salaries  and  Expenses,  HUD-  account. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

A  total  of  193,794  manufactured  homes  and  288,394  transportable  units  were  produced  in 
fiscal  year  1992  compared  to  the  1993  Budget  estimates  for  1992  of  164,000  and  252,000 
respectively. 

Budget  authority  (fees  collected)  totaling  $6,936  thousand  and  obligations  of 
$6,529  thousand  were  more  than  the  1992  estimates  of  $6,050  thousand  and  $6,465  thousand, 
respectively,  as  a  result  of  the  higher  number  of  manufactured  homes  produced. 

3.  CHANGES  FROM  199  3  BUDGET  ESTIMATES 

The  current  estimates  of  manufactured  homes  and  transportable  units  to  be  produced  in 
1993  are  increased  from  those  included  in  the  1993  Budget.   Manufactured  homes  produced  are  now 
estimated  at  187,000  and  transportable  units  at  279,000  based  on  actual  1992  activity  which 
reflects  an  increase  in  the  production  of  manufactured  housing.   Obligations  are  projected  to 
increase  as  a  result  of  the  expected  increase  in  production. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  production  of  manufactured  homes  and  transportable  units  is  projected  to  remain  at  the 
estimated  1993  level.   Obligations  are  estimated  at  the  same  level  as  1993.   Outlays  are  expected 
to  increase  slightly  in  1994  —  reflecting  higher  1993  obligations. 
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Manufactured  Home  Inspection  and  Monitoring  Program 
PROGRAM  DESCRIPTIOM 

The  National  Manufactured  Bousing  Construction  and  Safety  Standards  Act  of  1974,  as  amended 
by  the  Housing  and  Conmunlty  Development  Amendments  of  1979,  and  the  Housing  and  Coniiunlty 
Development  Act  of  1960,  authorized  the  Manufactured  Borne  Inspection  and  Monitoring  Program. 
Onder  the  Act,  the  Secretary  Is  directed  to  establish  appropriate  Federal  manufactured  home 
construction  and  safety  standards  for  the  construction,  design,  and  performance  of  manufactured 
bootes  which  meet  the  needs  of  the  public.  Including  the  need  for  quality,  durability,  and  safety. 
The  Initial  Construction  and  Safety  Standards  Act  took  effect  June  IS,  1976.  All  manufactured 
hones  produced  since  then  must  comply  with  Federal  manufactured  home  construction  and  safety 
standards. 

A  fee  Is  charged  to  the  producers  to  cover  the  cost  of  Inspections  required  under  the  Act. 
The  fee  Is  $24  per  transportable  unit  of  each  manufactured  home  produced.  A  single-wide 
manufactured  home  Is  comprised  of  one  transportable  unit,  whereas  a  multi-wide  home  Is  comprised 
of  two  or  three  transportable  units.   Therefore,  single-wide  units  are  charged  $24,  double-wide 
units  are  be  charged  $48  and  triple-wide  units  are  ch<u:ged  $72.   RDD  estimates  that  about 
47  percent  of  the  units  produced  will  be  multi-wide.   In  1980,  a  permanent.  Indefinite 
appropriation  account  was  established  for  depositing  the  fees. 

Since  the  start  of  the  program,  BOD's  contract  agent,  the  National  Conference  of  States  on 
Building  Codes  and  Standards  (NCSBCS),  has  monitored  the  performance  of  various  Inspection 
agencies  approved  under  the  program. 

Activities  authorized  by  the  Act  Include  the  following: 

1.  Establishment  of  Standards.   Onder  the  Act,  the  Secretary  Is  directed  to  establish 
appropriate  Federal  manufactured  home  standards  for  the  construction,  design,  and  performance  of 
manufactured  homes  which  meet  the  needs  of  the  public.  Including  quality,  durability,  and  safety. 
The  Act  defines  a  manufactured  home  as  a  transportable  structure  that  has  plumbing,  heating,  air 
conditioning  and  electrical  systems  and  which  in  the  'traveling  mode*  is  eight  feet  or  more  in 
width  or  40  feet  or  more  in  length,  or  when  erected,  is  320  or  more  square  feet. 

2.  National  Manufactured  Home  Advisory  Council.   Section  SOS  of  the  Housing  and  Conmunlty 
Development  Act  of  1974,  created  a  24-raember  Advisory  Council  which  consults  with  the  Secretary 
on  manufactured  home  construction  and  safety  standards.   This  Council  meets  as  necessary  to 
review  and  comment  on  the  Issuance  and/or  modification  of  proposed  standards. 

3.  Enforcement  of  Standards.   The  HOD  staff  required  to  monitor  the  program  is  paid  for 
from  fees  collected  in  this  Fund  and  from  the  'Salaries  and  Expenses'  appropriation,  and  is 
explained  under  'Administrative  Expenses,  Housing*  in  these  Justifications.   Enforcement  of 
regulations  covering  the  design  and  construction  of  manufactured  homes  is  accomplished  mainly  by 
third-party  primary  inspection  agencies.   These  agencies  are  approved  by  HOD  and  their 
performance  is  monitored  by  HOD  and/or  an  agent  of  HOD.   HOD  has  the  overall  responsibility  to 
ensure  that  its  contract  agents  and  primary  Inspection  agents  perform  properly.   Some  primary 
Inspection  agents  are  private  while  others  are  State  agencies. 

Enforcement  of  regulations  is  accomplished  primarily  by  State  agencies  under  HUD- 
approved  enforcement  plans.   Performance  by  approved  State  agencies  is  monitored  directly  by  HOD 
staff.   The  inspection  fees  charged  manufacturers  are  primarily  used  to  support  the  cost  of 
ensuring  that  inspection  agencies  adequately  enforce  the  Federal  standards. 

The  Department  encourages  State  agencies  to  participate  in  enforcing  the  program.   Under 
the  Act,  State  agencies  are  authorized  to  carry  out  the  enforcement  responsibilities  of  the  Act 
provided  that  they  demonstrate  their  willingness  and  capacity  to  assure  effective  compliance 
within  their  jurisdictions.   State  compliance  plans  are  required  to  be  reviewed  by  the 
Department,  and  the  Secretary  is  required  to  report  to  the  Congress  on  the  effectiveness  of  State 
enforcement  programs. 

4.  Moncompliance  with  Standards.   Title  VI  of  the  1974  Act  requires  that  every  company  that 
builds  manufactured  homes  provide  HUD  with  the  plans  for  each  model  produced.   The  manufacturer 
is  also  required  to  issue  a  certification  that  each  unit  built  meets  the  Federal  standards  in 
effect  at  the  time  of  production.   If  the  Department  determines  that  any  manufactured  home  does 
not  comply  with  standards  established  pursuant  to  the  Act  or  contains  a  defect  constituting  a 
significant  safety  hazard,  it  may  require  the  producer  to  notify  the  purchaser  of  the 
manufactured  home  of  the  defect.   In  certain  cases,  HUD  may  require  repair,  replacement  or  refund 
of  the  price  of  the  defective  unit(6). 
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Hanufactured  Rome  Inspection  and  Monitoring  Prograo 

The  Act  also  provides  the  Secretary  with  broad  enforcement  powers  to  ensure  compliance  with 
the  Federal  standards.  Including  the  right  to  subpoena  witnesses  and  to  carry  out  on-site 
Inspections  of  manufactured  home  production  facilities.  Criminal  and  civil  penalties  are 
provided  for  certain  violations  of  the  Act. 

PROGRAM  ACTIVITY 

Currently,  35  States  have  had  their  State  Administrative  Agencies  approved  for  participation 
In  the  program.   Also,  30  Primary  Inspection  Agencies  (14  private  and  16  State)  are  approved  as 
qualified  to  serve  as  a  Design  ^ip^oval  Primary  Inspection  Agency  and/or  Production  Inspection 
Primary  Inspection  Agency. 

In  addition  to  Inspection  activities  supported  directly  by  fee  Income,  the  Department  has 
sponsored  research,  as  needed,  relating  to  manufactured  home  construction  and  safety  standards 
which  Is  funded  from  the  Department's  Research  and  Technology  appropriation. 

STATUS  OP  FOMDS   . 

The  following  table  provides  the  current  status  of  the  fee  account  and  the  estimated 
obligations  I 


Financing; 
Unobligated  balance,  start  of  year. 

Fee  Income 

Total  Available 

Obligations: 

Payment  to  State  Agencies 

NCSBCS  Monitoring  Contract 

Administrative  Expenses! 

StE  Transfer 

Total  Obligations 

Unobligated  balance,  end  of  year  .. 


ACTUAL 
1992 

ESTIMATE 
1993 

ESTIMATE 
1994 

(Dollars  In  Thousands) 

$2,438 
6.936 
9,374 

$2,845 
6,700 
9,545 

$2,645 
6,700 
9,345 

2,599 
3,000 

2,777 
3,220 

2,777 
3,200 

930 
6,529 

902 
6,900 

923 
6,900 

2,845 

2,645 

2,445 
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DBPARIMBIIT  OP  BOOSING  AHD  URBAH  DBVELOPNBHT 

BOOS IMS 

IHTBRSTATE  LAUD  SALES 


BODGBT 

IHCRBASB  4- 

ACTOAL 

BSTIHATB 

BSTIHATB 

BSTINATB 

OBCRBASB  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

PROGRAM  WXGiaiGHTS 


(Dollars  in  Thousands) 

Program  Level 
Number  of  Piling  Actions 1,S2S      1,700       1,700     1,700 

Budget  Authority 

Pees  (Permanent,  Indefinite 
Appropriation) $394      $S50        $550      $550 

Budget  Outlays 370        550  579       550        -$29 

SaWMARy  OP  B00G8T  BSTIHATBS 

1.  SUMMARY  OP  BODCBT  REOMBST 

A  permanent,  indefinite  appropriation  is  available  based  on  fees  collected  from  land 
developers.  Pees  collected  for  registration  are  transferred  to  the  Deportment's  Salaries  and 
Expenses  account  to  help  defray  the  cost  of  administering  the  program. 

Onder  the  Interstate  Land  Soles  Pull  Disclosure  Act  (Title  XIV  of  the  Housing  and  Drbon 

Developount  Act  of  1968,  os  amended),  the  Department  currently  is  authorized  to  charge  a  fee,  of 

up  to  $1,000,  to  o  land  developer  to  offset  the  direct  administrative  costs  associated  with  the 
program. 

It  is  currently  expected  that  the  1993  and  1994  levels  of  activity  will  increase  to 
1,700  filings  per  year. 

2.  CHANCES  PROM  1992  ESTIMATES  INCLUDED  IN  1993  BODCET 

The  estiaote  of  filing  actions  in  the  1993  Budget  was  1,700.  Actual  1992  activity  fell 
short  of  that  estimote  at  1,525  filing  actions. 

3.  CHANCES  PROM  1993  BUDGET  ESTIMATES 

The  current  outlay  estimate  is  $29  thousand  more  than  the  Budget  estimate  reflecting  the 
disbursements  of  on  obligated  balance  tcom   1992. 

EXPLANATION  OP  INCREASES  AND  DECREASES 

The  1994  program  level  is  expected  to  continue  at  the  1993  estimated  level. 

PROGRAM  DESCRIPTION 

The  Xnterstots  Land  Soles  Pull  Disclosure  Act  (Title  XIV  of  the  Housing  ond  Urban 
Development  Act  of  19tS,  as  amended)  authorizes  o  notlonwide  program  of  registration  of 
subdivisions  morketad  in  interstoce  commerce.   The  Act  generolly  opplies,  by  low  and 
administrative  regulotion,  to  subdivisions  of  undeveloped  lond  sold  or  offered  for  sole  or  lease 
through  ony  facilities  of  interstate  commerce.   Statutory  and  regulatory  penalties  ore  imposed  en 
developers  who  fail  to  file  and  Iceep  o  registrotion  stotement  current  with  the  Office  of 
Interstate  Land  Soles  Registrotion,  or  who  foil  to  furnish  eoch  purchaser  o  copy  of  on  effective 
Property  Report  before  signing  o  purchose  or  lease  contract. 

The  Act  provides  for  submission  of  a  Stotement  of  Record  describing  o  proposed  subdivision 
in  detoil,  occomponied  by  mops,  contract  documents  ond  certifications  designed  to  fully  disclose 
relevant  informotion  obout  the  subdivision.   Eoch  prospective  purchoser  must  be  furnished  o 


K-S 


:**^'*>r:a»-'^  , 


329 


Intaratata  Land  Salaa 

Proparty  Raport  which  aata  forth  tha  dlacloaura  in  aaay  to  undaratand  tanaa.   The  prograa 
concentrataa  on  aacuring  full  dlacloaura  of  pertlnant  facta  through  tha  raglatratlon  proceaa  and 
bringing  anforcamant  action  in  tha  evant  of  abuaea. 

The  Boualng  and  Coonunlty  Devalopaent  Anandnenta  of  1979  created  additional  azeavtlona  for 
amallar  volume  davelopera  and  thoaa  aelling  only  to  in-State  realdenta.   Other  ezeaptiona 
formerly  aTailable  were  eliminated  to  correct  abuaea  found  by  HUD  aince  the  inception  of  the  Act. 
Tbeae  amenitaanta  alao  extended  the  'cooling  off*  period,  following  purchaae,  to  7  daya  and 
incraaaed  the  atatute  of  limitation  for  purchaaera  to  file  auit  againat  davelopera  to  3  yeara 
after  a  fraudulent  action,  miaatatament  or  ooUaaion. 
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cowwiii  DUMSirioa   . 

BODGIT         COMBR  ITWIA81  * 

ACTDAL  ISTIHMK       BSTIMMS     BSTIIMn  MCSBASK   - 

mz  mi  H»3  1»»«  H»4  T«   1»»3 

(Dollars  in  Tliousands) 

Proor—  toral 

RapsTBant  of  Invaataent  to  Traaaury: 

In  Taar $32       $32         $43       ...       -$43 

CuBUlativa 87,272     87,307      87,31S       ...         U 

Budqat  Outlava -3       -10         -32       ...        +32 

SOWIMIT  OP  BODGBT  BSTlmtBS 

1.  SOMMIUtr  OP  BODGBT  RBQOBST 

Ho  appropriation  ia  raquirad  for  tha  Coamnity  Oiapoaal  Oparationa  Pund.   Bxpenaaa  of  tha 
Pund  ara  financad  fron  intaraat  incoaa. 

Tha  CooBuinity  Oiapoaition  progran  ia  axpactad  to  phaaa-out  during  1993.  At  final  loan 
rapayawnt,  the  aacrow  account  will  ba  closed  out.  Any  tasaa  due  will  be  paid  and  any 
overpayments  to  the  eacrow  account  will  be  refunded  to  the  laortgagora. 

2.  CHABGBS  PROM  1992  ESTIWATES  IMCLUOBD  IM  1993  BODGBT 

Tha  1993  Budget  eatlnatad  a  net  receipt  of  $10  thouaand  in  1992.  The  actual  receipt  was 
$3  thouaand. 

3.  CHAMGES  PROM  1993  BODGBT  ESTIMATES 

The  1993  estijnate  of  repayment  to  the  Treasury  of  $32  thousand  has  been  increased  to 
$43  thouaand.   This  increaaed  repayment  can  be  made  due  to  the  availability  of  caah  balances  in 
excaas  of  those  necessary  to  cover  total  liabilities  in  the  account.   Het  receipts  are  expected 
to  increase  from  the  budget  estimate  becauae  of  more  mortgage  principal  repayments. 

BXPLABATIOtl  OP  IHCRBASES  AMD  DECREASES 

A  dividend  of  $32  thousand  was  declared  for  1992  producing  a  cumulative  repayment  of 
investment  to  -the  Treasury  of  $87,272  thousand.   The  Department  expects  that  repayments  of 
$43  thousand  In  199  3  will  increase  cumulative  repayments  to  Treasury  to  a  total  of 
$87,31S  thousand  by  September  30,  1993.   This  will  close  out  the  account  and  no  further 
repayments  are  expected. 

PROGRAM  DESCRIPTIOW 

The  Community  Disposition  program  was  established  by  the  Atomic  Energy  Connunity  Act  of  19SS 
to  dispose  of  Federally  owned  properties  in  Oak  Ridge,  Tennessee;  Richland,  Washington;  and,  by 
amendment  in  1963,  Los  Alamos,  New  Mexico.   Community  Disposition  program  operations  involve 
managing  the  mortgage  portfolio  which  was  acquired  from  the  sale  of  Atomic  Energy  Commission 
properties. 

Monthly  mortgage  payments  of  principal  and  interest  are  credited  to  the  Conraunity  Disposal 
Operations  Pund.   Any  amounts  in  excess  of  the  annual  requirements  for  necessary  expenses  are 
transferred  to  the  Treasury. 
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Coaoiunlty  Disposition  Program 


PBOGRAM  ACTIVIT» 


Aa  of  Saptomber  30,  1992,  all  Oak  Rldga  mortgagea  had  be«n  paid  In  full  and  the  Fund  had 
approxlnately  $13  thouaand  of  working  capital.   The  nortgaga  portfolio  la  cooiprlaad  aa  follows) 

NUMBER  OF  ORIGINAI.  ONPAID 

IXX^ATIOM  MORJGAGBS       MORTGAGB  AMOOHT   PRIHCIPAl  BALAWCB 

(Dollars  In  Thousands) 

Richland,  Washington 1  S36  S8 

los  Alamos,  Rew  Mexico 35  482  IS 

Ttotal 36  518  23 
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OEPAKTHEHT  OF  BOUSING  AND  ORBAN  DBVBLOPHBHT 

BOOSING 

RENT  SUPPLEMENT  PROGRAH 


PROGRAM  BIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

$719, 

,022 

$fi54, 

,543 

$588, 

,382 

$561, 

,463 

-$26, 

,919 

•  •  • 

17, 

,094 

53, 

,856 

16, 

,280 

-37, 

,576 

-109, 

,111 

-48, 

,594 

-52, 

,918 

-46, 

,280 

♦6, 

,638 

-21, 

,S29 

-29, 

,978 

-27, 

,857 

-26, 
=32, 
472, 

,357 
,438 
,668 

+  1, 
-32, 
-88, 

,500 
,438 

588, 

,382 

593, 

,065 

561, 

,463 

,795 

20,000 


19,270 


19,270 


19,270 


(Dollars  in  Thousands) 

Program  Levels 

Budget  Authority 

Unobligated  balance, 

start  of  year 

Recapture  from  prior  years. 

Use  of  authority 

Authority  lapsed 

Authority  proposed  for 

rescission 

Unobligated  balance, 

end  of  year 

Unite  Eligible  for  Payment. 
End  of  tear  (Estimate) 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

No  appropriation  is  requested  for  the  Rent  Supplement  program  in  1994.  No  new 
commitment  activity  has  taken  place  under  this  program  since  1973.  The  obligation  estimate  for 
1994  of  $46.3  million  represents  amendments  to  State- financed  projects  and  foreclosed  State-aided 
projects  where  a  change  of  ownership  has  occurred,  pursuant  to  the  1983  Supplemental 
impropriations  Act  and  in  accordance  with  provisions  of  the  Bousing  and  Community  Development 
(BCD)  Act  of  1987. 

The  Department  is  proposing  to  rescind  $32.4  million  in  recaptures  from  conversions  in 
1992.  The  recaptures  occurred  as  a  result  of  a  one-time  option  to  convert  Rent  Supplement 
projects  to  Section  8  which  expired  at  the  end  of  1992.  The  amounts  recaptured  were  not 
identified  until  after  the  end  of  the  fiscal  year.  The  recaptured  amounts  will  be  carried  on  the 
books  into  fiscal  year  1994  where  they  are  proposed  for  rescission. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  1993  Budget  assumed  that  $50.9  million  would  be  needed  during  1992  for  amendments  to 
State-aided  projects.   Actual  need  was  $109  million.   Funding  for  amendments  is  requested  by 
States  on  an  *as  needed*  basis.   The  1993  Budget  estimated  recaptures  in  1992  resulting  from  Rent 
Supplement  conversions  to  Section  8  Assistance.   While  730  units  converted  in  1992  to  Section  8, 
the  processing  was  delayed  and  those  conversions  will  be  reported  in  1993.   The  1992 
Appropriations  Act  allowed  the  rescission  of  up  to  $53.8  million  in  budget  authority,  including 
amounts  recaptured  from  Rent  Supplement  units  converting  to  Section  8.   As  a  result  of  the 
processing  delay,  nothing  was  rescinded  under  the  1992  rescission  authority.   Because  no 
rescission  was  proposed  or  enacted  for  1993,  language  Is  included  for  fiscal  year  1994  to 
complete  this  recapture/rescission  action. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  higher  recapture  estimate  in  1993  includes  the  730  conversions  which  took  place  in 
1992.  The  current  1993  estimate  of  $52.9  million  reflects  the  level  of  estimated  use  of 
\  authority  for  amendments. 
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Rent  Supplement  Proqron 

EJtPLAMATIOH   OF    IMCRKASES   AMD    DECREASES 

The  decrease  in  1992  recaptures  and  respective  Increase  In  1993  recaptures  reflect  the 
processing  delay  in  reporting  the  unit  conversions.   The  $52.9  Billion  expected  to  be  used  in 
1993  will  include  $35.8  million  for  amendments  to  State-aided  projects  and  reuse  of  $17.1  million 
from  foreclosed  State-aided  projects. 

PROGRAM  DBSCRIPTIOM 

Section  101  of  the  Bousing  and  Urban  Development  Act  of  1965,  as  amended,  authorized  rent 
supplements  on  behalf  of  needy  tenants  living  in  privately  owned,  privately  operated,  and 
privately  financed  housing.   This  program  also  was  used  to  provide  additional  'piggyback* 
assistance  to  a  portion  of  the  units  in  Section  236  projects,  including  State  Agency  developed, 
non-HOD- insured  projects.   Eligible  tenants  pay  30  percent  of  the  rent  or  30  percent  of  their 
income  toward  the  rent,  whichever  is  greater.   The  difference  between  the  tenant  payment  and  the 
economic  rent  approved  by  the  Department  is  made  up  by  a  Rent  Supplement  payment  made  directly  to 
the  project  owner. 

PROGRAM  ACTIVITY 

Amendments  to  State/Agency-sponsored,  non-insured  projects  are  supported  utilizing  the  set 
asides  of  contract  authority  provided  for  this  purpose  in  the  1983  Supplemental  J4>propriations 
Act. 

The  table  below  shows  the  actual  and  projected  use  of  contract  authority  over  the  1992-1994 
period: 


ACTDAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 


Amendments  to  State-aided  projects 

Reuse  of  State/Agency  foreclosure  recaptures.. 

Rent  Rebates 

Total 


$4,960 


4,960 


$1,706 
814 

2,520 


$1,500 
814 

2,314 


The  following  is  the  status  of  the  set-aside  of  contract  authority  established  for  non- 
insured  Rent  Supplement  assisted  projects: 

OSE  OF  COWTRACT  AOTHORITY 


Unobligated  balance,  start  of  year. 

Reuse  of  State/Agency  set-aside.... 

Total 


ACTUAL 

ESTIMATE 

ESTIMATE 

1! 

)92 

(Oolli 

1993 

1994 

ars  in 

Thousands) 

$32, 

,978 

$28, 

018 

S26, 

,312 

-4, 

,960 

-1. 

706 

-1, 

,500 

28,018 


26,312 


24,812 
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DBPARIKBRT  OF  BOOSIHG  AHO  UltBAH  DBVBLOPMEHT 

BOOSniG 

RENTAL  BOOSING  ASSISTAMCB  PROGRAH 
(Section  236) 


BDDGBT 

CURRENT 

INCREASE  + 

ACTUAL 

BSTIHATB 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

PROGRAM  HIGHLIGHTS 


(Dollars  In  Thousands) 

Budget  Authority 

Unobligated  balance, 

start  of  year $1,016,785  $901,357  $741,216  $645,920  -$95,296 

Rec^ture  from  prior  years...  ...  346,000  63,000  105,515  4-42,515 

Use -240,272  -84,000  -84,000  -80,000  +4,000 

Rescission  enacted/proposed..  ...  -325,000  -42,000  -85,515  -43,515 

Restored/lapsed -35.296  -43.323  -32.296  -29.296  +3.000 

Unobligated  balance, 

end  of  year 741,216  795,034  645,920  556,624  -89,296 

Units  Eligible  for  Payment. 
End  of  Tear  (Estimate) 510,442    504,519      509,442   504,493      -4,949 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

No  appropriation  is  requested  for  the  Rental  Housing  Assistance  program  in  1994.  No  new 
conmitment  activity  has  occurred  in  the  program  since  1973.   Fiscal  year  1994  estimates  reflect 
amendments  to  State-aided  projects  for  cost  increases  and  the  recapture  and  rescission  of 
$85.5  million.  The  estimated  rescission  includes  $45.5  million  which  will  result  from  the 
recapture  of  4,949  units  under  the  Rental  Housing  Assistance  Program  due  to  the  prepayment  of 
mortgages.  These  prepayments  represent  properties  that  have  unrestricted  market  values  that 
exceed  the  reasonable  level  of  preservation  subsidy  required  to  maintain  them  as  a  low-income 
rental  housing  resource.  A  discussion  of  preservation  activities  is  included  in  the  Annual 
Contributions  justification. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  1993  Budget  estimated  that  $66  million  would  be  used  in  1992  for  assistance  to 
State-aided  projects.  Actual  use  was  $240.3  million  for  State-aided  projects.  As  a  result,  the 
start-of-year  balance  for  1993  is  lower  than  estimated  in  the  1993  Budget. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  reflected  a  $283  million  recapture  and  rescission  from  Rental  Housing 
Assistance  units  prepaying  their  mortgages.  None  of  these  recaptures  are  now  expected  to  talie 
place  in  1993.   Prepayment  activity  is  now  projected  to  occur  in  1994. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

Total  use  is  estimated  at  $84  million  in  1993.   This  includes  $63  million  for  amendments  to 
State-aided  units  and  $21  million  for  reuse  of  recaptured  authority  from  State-aided 
foreclosures.   In  1994,  $80  million  is  estimated,  $60  million  for  amendments  to  State-aided  units 
and  $20  million  for  reuse  of  recaptured  authority  from  State-aided  foreclosures.   Although  actual 
use  in  1992  was  considerably  higher  than  these  estimates,  the  need  is  demand  driven  and  difficult 
to  accurately  project. 

The  rescission  of  $85.5  million  includes  an  estimated  $45.5  million  resulting  from  Section 
236  mortgage  prepayments  in  1994  and  $40  million  from  normal  project  terminations. 
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Rental  Bousing  Assistance  Program 
PBOGRAM  DESCRIPTIOM 

1.  Oriqinal  Program.   The  Section  236  program,  as  enacted  In  1968,  provides  a  subsidy  to 
reduce  mortgage  interest  psTments.   The  marl mum  subsidy  available  to  a  project  was  set  at  the 
difference  between  the  monthly  payment  for  principal,  interest,  and  mortgage  insurance  premium  on 
the  outstanding  mortgage  at  the  marlcet  rate  of  interest  and  the  monthly  payment  that  would  be 
required  under  a  mortgage  bearing  an  interest  rate  of  1  percent. 

A  boaic  rental  charge  that  was  ilwwmerl  sufficient  to  meat  operating  expenses  plus  debt 
service  expenses  at  the  1  percent  rate  of  interest  was  determined  for  each  unit.   Bvery  tenant  is 
required  to  pay  the  basic  rental  charge  or  up  to  30  percent  of  income,  whichever  is  higher. 
Contract  approvals  for  new  projects  were  discontinued  in  January  1973,  except  for  'bona  fide* 
coanitments  outstanding  at  that  time  and  for  amendments  to  prior  contracts. 

2.  Deep  Subsidy  Program.   The  Rental  Assistance  Payments  (RAP/'deep  subsidy*)  program, 
authorized  by  the  Housing  and  Coomunity  Development  Act  of  1974,  was  designed  to  aid  very  low- 
income  families  in  Section  236  projects  by  permitting  BUD  to  provide  additional  subsidies  equal 
to  the  difference  between  the  basic  rent  and  30  percent  of  income  for  a  certain  percentage  of 
units  in  a  project.   Host  insured  projects  receiving  RAP  funding  have  converted  to  Section  8 
assistance.   The  remaining  inventory  of  RAP  assisted  projects  is  largely  limited  to  State-aided, 
bond  financed  projects  which  continue  to  receive  amendment  funding  from  a  special  set-aside. 

3.  State  Agency  Financed  Projects  (RAP  funding  I.   Amendments  to  State  agency  sponsored  RAP 
projects  will  continue  to  be  funded  utilizing  the  set-asides  of  contract  authority  provided  for 
in  the  1983  Supplemental  Appropriations  Act.   The  following  table  provides  the  status  of  the  set- 
aaide  of  contract  authority  established  for  non-insured  RAP  assisted  projects  and  the  estimated 
use  of  the  set-aside  during  fiscal  years  1992-1994 < 

OSE  OF  COWTRACT  AOTHORITT 
ACTOAL      ESTIMATE     BSTIHATB 
1992        1993        1994 
(Dollars  in  Thousands) 

Onobligated  balance,  start  of  year $46,218      $35,296     $32,296 

Obligations -10.922       -3.000      -3.000 

Onobligated  balance,  end  of  year 35,296       32,296      29,296 


RBHTAL  HOOSING  ASSISTAWCB  FOND 

The  Housing  and  Orban  Development  Act  of  1968  authorized  the  Secretary  to  establish  a  fund 
for  the  deposit  of  rental  collections  in  excess  of  the  established  basic  rent  for  units  in 
subsidized  Section  2  36  projects.   Pursuant  to  Section  201  of  the  Housing  and  Community 
Development  Amendments  of  1978,  excess  rental  collections  that  continue  to  be  deposited  into  the 
fund  are  to  be  paid  to  the  Flexible  Subsidy  Fund. 

ACniAL       ESTIMATE  ESTIMATE 

1992  1993  1994 

(Dollars  In  Thousands) 

Fund  balance  available,  start  of  year....  $3,664  $S00  $500 

Recovery  of  prior  year  obligations 16  ...  ... 

Excess  rental  collections 67,126  77,500  79,980 

Payments  to  Flexible  Subsidy  Fund -70.306  -77,500  -79,980 

Fund  balance  available,  end  of  year 500  500  500 

Budget  Outlays 52  1,648  0 
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OBPARTMBHT  OP  HOOSIHG  AHD  ORBAH  DSVIIOPMSBT 

aOUSIHG 

HOMEONHERSHIP  ASSISXAHCB  PROGRAM 
(Section  23S) 


PROGRAM  HICmiGHTS 


BOOGBT    CURHMT  IHCSKASB  * 

ACTUAL     BSTIMAXB    BSTIMAXE   ISTIMATB  DBCRKASI  - 

1982        1993       1993      1994  1994  VB  1993 
(Dollars  in  Thouaanda) 

Onits  Eliqibla  for  Payment,  (BOtl   102,637    118,726       98,543    91,510      -7,033 

Recapture  and  Tranafer  to  the 
lomeownership  Aaaiatance  Pund. . .   $13,871     $6,000      $6,000    $6,000        ... 

BoBieownerahip  Asaiatanee  Fund 
(Reatructured  Program) 

Balance  Available,  (BOY) 34,422     43,512       37,831    40,745     'f$2,914 

SUMMARY  OF  BODGBT  BSTIMATBS 

1.  SUMMARY  OP  BUDGET  REOOBST 

The  Budget  propoaea  no  new  reaervation  activity  in  1994  for  the  Section  235  program. 
The  BCD  Act  of  1987  terminated  the  program,  effective  October  1,  1989.   Activity  for  1994  ia 
limited  to  the  recapture  of  authority  from  contract  terminations  (an  eatimated  $6  million).   The 
recaptures  are  depoaited  into  the  Homeowners hip  Assistance  Fund  and  will  be  used  to  extend 
contracts  under  the  program,  if  necessary,  beyond  their  initial  10-year  term.   Hone  of  the 
contracts  will  reach  the  end  of  their  term  until  1996. 

Over  the  last  several  years  the  Department  has  investigated  a  number  of  approaches  to 
refinance  outstanding  Section  235  mortgages  to  obtain  savings  from  lower  prevailing  interest 
rates.   These  efforts  have  not  succeeded  due,  in  large  part,  to  industry  reluctance  to 
participate  in  the  limited  and  very  specialized  refinancing  activity  using  the  proposed 
reimbursement  mechanisms.   There  are  approximately  35,000  mortgages  which  might  be  eligible  for 
refinancing.   Thla  means  that  most  mortgagees  will  deal  with  only  a  few  mortgages.   The  fixed 
costs  of  training  staff,  contacting  mortgagors,  and  executing  the  refinancing  have  proven 
prohibitive.   Large  indemnification  paymenta  to  mortgagees  to  cover  costs  and  provide  a  profit  is 
the  only  worjcable  form  of  inducement.   Consequently,  the  Department  does  not  currently  propose  to 
pursue  this  further. 

2.  CHAMGES  PROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  actual  number  of  terminations  in  1992,  16,490  units,  far  exceeded  the  estimate 
projected  in  the  1993  Budget,  5,330  units.   A  technical  adjustment  was  necessary  in  1992  to 
account  for  terminationa  in  1991  which  were  processed  late  in  the  year  and  not  reported  in  1991. 
As  a  result  of  this  higher  number  of  terminations,  the  number  of  units  eligible  for  payment  is 
lower  than  the  estimate  and  the  recapture  and  transfer  to  the  Homeownership  Assistance  Fund  is 
higher  than  estimated.   Consequently,  the  balance  available  in  the  Homeownership  Assistance  Fund 
is  higher  than  estimated. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

With  the  exception  of  the  changes  in  the  end  of  year  balances  and  the  units  eligible  for 
payment  numbers,  activity  projected  is  the  same  as  in  the  1993  Budget.   The  recapture  and 
transfer  to  the  Homeownership  Assistance  Fund  is  estimated  at  $6  million. 
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aoneownersblp  AsBistance  Program 
BKPLAMATIOH  OP  rWCRBASBS  AMD  PECREASBS 

The  number  of  terminations  in  a  given  year  is  largely  driven  by  factors  outside  the  program 
itself.   While  the  near  maturity  of  the  program  may  indicate  a  high  termination  projection,  the 
economy,  changes  in  the  participants'  income,  and  other  volatile  influences  render  it  difficult 
to  accurately  estimate  terminations.   Likewise,  the  balance  of  the  Bomeownership  Assistance  Fund 
is  driven  by  terminations  and  is  difficult  to  accurately  project. 

PROGRAM  DBSCRIPTIOM 

The  Section  235  Honeownership  Assistance  Program  has  three  components!   the  Original  Program 
which  provided  an  interest-reduction  subsidy  for  low-income  families  to  enable  them  to  become 
homeowners;  the  Revised  Bomeownership  Assistance  Program  which  changed  the  Original  program  to 
require  a  3  percent  downpayment,  and  based  the  subsidy  on  the  difference  between  the  FHA  maximum 
interest  rate  and  4  percent;  and  the  Restructured  Program  which  increased  the  minimum  homeotmer 
contribution  toward  monthly  mortgage  payments  from  20  percent  to  28  percent,  changed  the 
assistance  payment  calculation  to  the  difference  between  the  FRA  ■"»"'■■"■'  interest  rate  at  the 
time  of  endorsement  and  the  current  subsidy  floor,  and  is  based  on  a  lO-yeor  subsidy  term. 

The  Bomeownership  Assisignce  Fund  receives  recaptures  of  budget  authority,  cosh,  and 
interest  earnings  under  the  Restructured  program.   The  Secretary  shall  use  these  funds  to  extend 
the  10-year  term  for  homeowners  in  the  Restructured  program,  if  necessary. 

The  status  of  fund  balances  for  the  Bomeownership  Assistance  Fund  is  as  follows i 

Actual       Estimate         Estimate 
Bomeownership  Assistance  Fund  1992  1993  1994 

(Dollars  in  Thousands) 

Unfunded  Contract  Authority $34,422  $37,831  $40,745 

O.S.  Securities 31,567  34,388  37,474 

Balance  with  Treasury 4.470  4.470  4,470 

Total 70,459  76,689  82,689 
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PWOGBAM  HIGHLIGHTS 


CUKHBMT 

jurroAL 
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ISTIIUTB 

bstimah 

DSCnASI  - 

1992 

1993 

1993 

1994 

1994  V.   1993 

(Dollars  In  Ibousonds) 


Program  Lgvnl» 

Dnlts  Assisted 

Miliqations 

Budqat  Authority 
IReapprooriationt 

Outlays 

SOMMAKT  OF  BODGBT  BSTIMAT8S 


$13,217 


C4 

$2,750 

2,7&0 
42,005 


$1,375 


-$2,750 

-2,750 
-40,630 


1.  SOHMARy  OF  BODGET  RBQPBST 

Language  in  the  Bousing  and  Cooaunity  Deyelopoient  Act  of  1987  terminated  the  HoDAG 
program  at  the  end  of  fiscal  year  1989.  with  the  exception  of  reappropriations  for  specific 
projects,  no  funds  haye  been  made  available  for  the  program  since  1987. 

2.  CHAWGBS  FROH  1992  ESTIMATES  IHCLUDED  IH  1993  BODGET 

The  1993  Budget  assumed  outlays  of  $77.7  million  in  1992.   Total  outlays  for  1992  were 
$13.2  million  as  a  result  of  a  slomr  than  expected  rate  of  construction  drawdo%ms. 

3.  CHAWGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  assumed  all  activity  under  the  program  would  be  coiq>leted.   However,  the 
Housing  and  Coonunity  Development  Act  of  1992  directed  the  Department  to  extend  the  deadline  for 
construction  start  of  the  Birchwood  Apartment  project  in  Illinois  until  September  30,  1993.   The 
1993  Appropriations  Act  contained  provisions  which  directed  the  Department  not  to  recapture  the 
Symphony  Housing  project  in  Massachusetts  and  the  Washington  Square  project  in  Pennsylvania  if 
construction  or  substantial  rehabilitation  activities  began  before  September  30,  1993.   The 
Appropriations  Act  also  directed  the  Department  to  make  available,  during  fiscal  year  1993,  funds 
for  the  Cooper  Plaza  project  in  New  Jersey.   The  funds  for  this  project  have  been  recaptured. 
This  requires  a  new  obligation  and  a  reappropriation  to  put  the  project  back  on  the  books. 

EXPLAMATION  OF  INCREASES  AMD  DECREASES 

It  is  currently  assumed  that  all  activity  in  the  Rental  Housing  Development  Grant  program 
will  be  completed  by  the  end  of  1994. 

PROGRAM  DESCRIPTION 

Authorized  by  the  Housing  and  Urban-Rural  Recovery  Act  of  1983  (P.L.  98-181),  the  Rental 
Bousing  Development  Grants  program  provided  States,  cities  and  urban  counties  (grantees)  with 
grants  for  new  construction  and  substantial  rehabilitation  activities  of  real  property  for  rental 
purposes.   These  funds  were  used  by  grantees  to  make  grants  or  loans,  provide  interest  reduction 
payments  or  other  assistance  which  would  support  new  construction  or  substantial  rehabilitation 
of  rental  housing. 

PROGRAM  ACTIVITY 

As  of  September  30,  1992,  there  were  23S  projects  remaining  in  the  program.  Of  the  23S 
remaining  projects,  157  have  completed  construction. 
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Program  Level* t 

Obligations $10,C07 

Onobligated  Balance,  BOT 

Budget  Authority  (Appropriation)! 
Transfer  to  Annual  Contributions.. 

Budget  Outlays 

SOMMAKY  OP  BODGET  BSTIWATBS 

1.  SOMMAUt   OP   BiroCBT   BBQOBST 

The  Budget  reflects  the  termination  of  the  Hehemiah  Housing  Opportunity  Qrants  program. 
Program  activity  for  1994  reflects  spendout  of  prior  year  reservations. 

The  termination  of  the  program  is  consistent  with  the  terms  of  the  authorizing 
legislation  contained  in  the  Bousing  and  Coonunity  Developswnt  Act  of  1987  (P.L.  100-242). 
Activities  similar  to  those  supported  under  Hehemiah  Grants  are  available  under  the  BOMB  program 
authorized  by  the  National  Affordable  Housing  Act  of  1990  (P.L.  101-625). 

2.  CHAMCES  FROM  1992  IMCUJDED  IH  THE  1993  BOPCBT 

The  1993  Budget  assumed  that  $39.4  million  in  carryover  would  be  obligated  during  1992. 
However,  only  $10.6  million  was  actually  obligated.  This  reduced  obligation  level  also  resulted 
in  reduced  outlays  from  the  $13  million  estimate  in  the  1993  Budget  to  $3.1  million  realized. 

3.  CHANGES  PROW  1993  BODGET  ESTIMATES 

The  1993  Budget  assumed  termination  of  the  program  in  1993,  no  obligations  during  the 
year  and  the  transfer  of  all  unobligated  balances  (estimated  at  that  time  at  $18.9  million)  to 
the  Annual  Contributions  account.   However,  1992  conoiitsient  activity  lagged  and  $49.2  million 
remained  unobligated  at  the  end  of  1992. 

Reestlraates  for  1993  now  reflect  the  obligation  of  $28.6  million  of  this  carryover,  the 
$18.7  million  transfer  enacted  in  the  1993  Appropriations  Act  and  an  unobligated  balance 
$1.5  million. 

gXPLAMATION  OF  INCREASES  AND  DECREASES 

The  Isclc  of  program  activity  (other  than  outlays)  in  1994  reflects  the  termination  of  the 
program.   The  increase  in  outlays  reflects  the  Rstimated  disbursements  anticipated  from  prior 
year  obligations. 

PROGRAM  DESCRIPTION 

The  Nehemiah  Housing  Opportunity  Grants  program  was  authorized  by  Title  VI  of  the  Housing 
and  Community  Development  (HCD)  Act  of  1987  (P.L.  100-242). 

Nonprofit  organizations  are  eligible  to  receive  assistance  under  the  program  to  provide 
loans  to  moderate-income  families  purchasing  homes  constructed  or  substantially  rehabilitated. 
Each  loan  made  to  a  family  is,  by  law,  required  to:   (1)  be  secured  by  a  second  mortgage  held  by 
the  Secretary  on  the  property  involved;  (2)  be  in  an  amount  not  exceeding  $15,000;  (3)  bear  no 
interest;  and,  (4)  be  repayable  to  the  Secretary  upon  the  sale,  lease,  or  other  transfer  of  such 
property. 
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Hehemla))  Housing  Opportunity  Grants 

Bach  family  participating  In  the  program  must  meet  certain  Income  and  dotmpayment 
requlroients .   Family  IncooM  must  not  exceed  the  higher  of  either  the  median  family  Income  for 
the  area  In  vhlch  the  program  Is  located  or  the  national  median  Income.   Op  to  IS  percent  of  the 
families  In  a  project  may  have  Incomes  up  to  US  percent  of  median,  under  certain  circumstances. 
Generally,  the  dotmpayment  must  be  equal  to  10  percent  of  the  sales  price  of  the  home. 

The  nonprofit  organlxatlon  must  meet  certain  terms  and  conditions  to  receive  the  assistance. 
these  Include!  local  consultation  with  neighborhood  residents,  submittal  of  a  program  schedule 
for  congpletlon  of  the  program,  minimum  contracted  sales  participation  prior  to  starting 
construction  or  substantial  rehabilitation,  demonstrated  financial  feasibility  of  the  program 
(Including  the  availability  of  non-federal  and  private  funds),  compliance  with  local  building 
codes,  and  location  of  homes  In  a  single  neighborhood  In  which  median  Income  does  not  exceed  80 
percent  of  the  median  family  Income  In  the  area. 

The  BCD  Act  establishes  a  revolving  fund  In  the  O.S.  Treasury  to  aitailnlBter  the  program. 
The  fund  consists  of  any  amount  appropriated  under  the  program,  any  repayments  of  loans  and  any 
Interest  earned  as  a  result  of  Investments  which  the  Secretary  may  make  of  funds  determined  to  be 
In  excess  of  those  needed  for  the  program.  All  appropriated  moneys  are  transferred  to  this 
revolving  fund. 
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OBPARXMOre  OF  BOUSIHG  AND  ORBAa   OBVBLOFNERT 

aoosno 

■OHPROFIT  SPONSOR  ASSISTABCB  PItOCRMt 
(Section  106(b)) 

PROGRAM  HICgLIGWTS 

BODGST    CURRnrr  nCRSASB  '•' 

ACTUAL     BSTIHATI   BSTIHATB  KSTIMASB   DBCRXASR  - 

1992        1993       1993      199«  1994  vu   1993 
(Oollara  In  Thounanda) 

Outlay  (Bat) flS      -$3S0       -$400     -$400 

SOWIART  OF  BOPCrr  BSTUIATBS 

1.  SOWMART  OF  BgDOBT  RBQPKST 

Tba  Honproflt  Sponaor  Aaaiatanca  proqraa  waa  teralnatad  In  1992.   The  only  raailnlng 
activity  la  final  dlaburaaaant  and  rapayaant  of  loana. 

2.  CHAMCBS  FWOW  1992  BSTIMAttS  rWCLODgP  W  1993  BODCET 

Itia  1993  Budget  had  aatiaatad  net  recelpta  of  $400  tbouaand.   Due  to  higher  than 
anticipated  caah  dlaburaeaanta  and  lower  than  anticipated  loan  repayaapta,  actual  outlaya  ware 
$1S  thouaand  In  1992. 

3.  CHABCBS  FROW  1993  BOPCBT  BSTIWATBS 

The  change  In  the  1S93  outlay  eatlaate  la  a  reault  of  a  decreaae  In  the  eatlaated  cash 
dlsburaeaenta,  resulting  In  net  receipts. 

UPLABATIOW  OF   niCRHASBS   AW)   DBCRHACTS 

Due  to  the  termination  of  the  prograa,  no  resenratlona  are  reflected  in  1994.  Repayaenta  of 
outatandlng  loans  will  continue  to  generate  recelpta  In  1994. 

PROCBAII  DBSCRIPTIOW 

Section  10<(b)  loana  provided  a  portion  of  the  atart-up  coata  which  aany  nonprofit  sponsors 
traditionally  lacked.  Theae  loana  were  Interest-free  and  could  be  used  to  cover  the  costs  of 
planning  for  coastmctlng  or  rehabilitating  houalng  units  aaalated  under  the  Section  202  Houalng 
for  the  llderly  or  Handicapped  Loan  prograa. 

pwocRAM  AcrrvtTr 

Reaervatloa  activity  under  thia  prograa  waa  reatricted  to  applicanta  coapetitively  aelected 
to  participate  in  the  Section  202  prograa  and  needed  pre-eonstructlon  financial  aaslstance. 
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HODSIHG  PAYMEMTS  \ 

(SUMMARY  or  ASSISTED  OHITS  AMD  OOTIATS)  \ 

CUMDLATIVB       ACTUAL        ESTIMATE       ESTIMATE 

9/30/91        1992  1993  1994 

(Dollars  In  Thousands) 

Onits  Eligible  for  Payment.  End  of  Tear     4,432,077      4,634,790     4,779,541       4,843,026 

Bodqet  Outlays.' $135,401,508    $15,953,864    $17,302,714     $18,954,248 

1994  Budget  Program.   The  Department  estimates  that  a  total  of  $18.9  billion  will  be 
disbursed  in  1994  in  support  of  4.8  million  HDD  assisted  housing  units. 

Starting  in  1987,  appropriations  were  provided  for  the  Public  and  Indian  Bousing  programs 
in  lieu  of  long  tern  contract  and  budget  authority.   Since  1988,  both  Section  8  and  Public  and 
Indian  Bousing  programs  have  received  direct  long-term  appropriations.   Permanent  indefinite 
appropriations  will  continue  to  be  needed  for  'pipeline*  projects  obligated  on  long-term  unfunded 
budget  authority  basis. 

Program  Components.   Liquidating  funds  for  the  six  subsidized  housing  programs  listed  below 
are  provided  through  permanent  indefinite  appropriations. 

1.  Bousing  Assistance  Payments  as  authorized  by  Section  8  of  the  Onlted  States  Bousing 
Act  of  1937,  as  amended  (Including  Contract  Renewals). 

2.  Boneownership  Assistance  as  authorized  by  Section  235  of  the  national  Bousing  Act,  as 
amended. 

3.  Rental  Housing  Assistance  as  authorized  by  Section  236  of  the  National  Bousing  Act,  as 
amended. 

4.  Rent  Supplement  as  authorized  by  Section  101  of  the  Bousing  and  Drbon  Development  Act 
of  1965,  OS  amended. 

5.  Public  Housing  as  authorized  by  the  United  States  Bousing  Act  of  1937,  as  amended. 

6.  College  Bousing  Grants  as  authorized  by  the  Housing  Act  of  1950,  am   amended. 

Onits  Eligible  for  Payment.   A  distribution,  by  program,  of  the  estimated  units  eligible 
for  payment  follows i 

ACTUAL        ESTIMATE     ESTIMATE 
1992  1993        1994 

(Dollars  in  Thousands) 
Program 

Section  8 2,294,735     2,202,107    2,103,753 

Contract  Renewals 501.878       755.293     944.809 

Total 2,796,613     2,957,400    3,048,562 

Rent  Supplement 20,000        19,270      19,270 

Section  235: 

Original 75,575  68,616  60,920 

Revised 19,878  19,275  9,910 

Restructured 2.091  1.787  1.147 

Total,  Section  235 97,544  89,678  71,977 

Section  236 510,442  509,442  504,493 

Public  Housing 1.409.191  1.402.751  1.397.724 

Ttotal 4,833,790  4,978,541  5,042,026 

Less:  -Piggy  Back-  Subsidies  a/ (199.0001  (199.0001    (199.0001 

Total  (Net)  Units  Under  Payment 4,634,790  4,779,541  4,843,026 

a/   Adjustment  to  reflect  those  units  receiving  more  than  one  subsidy  payment. 
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Houainq  Payments  ( coat • ) 

OutlayB.  A  distribution,  by  program,  of  subsidized  Bousing  program  outlays  folloifsi 

ACTUAL  ESTIMATE  BSTINATB 

1992  1993  1994 
(Dollars  in  Thousands) 
Program 

Sections $10,796,734  $10,031,836  $10,198,964 

Contract  Renewals 1.509.914  3.081.840  4.113.119 

Total 12,306,648  13,113,676  14,312,083 

Rent  Supplement 54,498  56,484  57,984 

Section  235 t 

Original 12,297  10,607  9,527 

Revised 30,294  43,157  24,760 

Restructured 2.766  2,554  1,932 

Total,  Section  23S 45,357  56,318  36,219 

Section  236 652,434  654,767  651,521 

College  Bousing 20,162  21,000  21,000 

Rental  Bousing  Dev.  Grants  (BoDAG) 13,217  42,005  1,375 

Rental  Rehabilitation  Grants 16,143 

Public  Bousing 2.845.405  3.358.464  3.874.066 

Total 15,953,864  17,302,714  18,954,248 
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DEPARTMENT  OF  HOUSING  AND  ORBAN  DEVELOPMENT 
SAUUUES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 


The  consolidated  discussion  for  the  appropriation  ■Salaries  and  Expenses,  HHD"  is  shown  in 
Part  3  of  the  Justification.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  three  fiscal  years — 
1992,  1993,  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BPDGBT  ACTIVITY  1:   HOOSIHG  PROGRAMS 

ACTIVITY  HIGHLIGHTS 

BUDGET     CURRENT  INCREASE  * 

ACTUAL    ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 

1992       1993      1993      1994  1994  vs  1993 
(Dollars  in  Thousands) 

Ttotal  Budget  Activity $339,544   $373,988   $344,205   $356,695     +$12,490 

Pull-Time  Permanent  Employment, 

End-of-Year «.239  6,328  6,118  6,103  -15 

Pull-Time  Equivalent  Employment: 

Headquarters 1,031  1,040  995  974  -21 

Pield 5.773  5.413  5.251  5.149  -102 

Total  Pull-Time  Equivalent  Biq>loyment . .  6,804  6,453  6,246  6,123  -123 

NOTE  I    Pull-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 

permanent  appointments  made  affordable  by  Pull-Time  Equivalent  (FTB)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.   SCOPE  ACTIVITY 

The  Housing  staff  is  responsible  for  performing  functions  pursuant  to  legislation  which 
authorizes  the  Department  to  enter  into  contracts  for  the  development  and  operation  of  projects 
for  occupancy  by  very  low-income,  low-income  and  moderate-income  households;  to  provide  direct 
loans  to  nonprofit  sponsors  for  the  development  of  housing  for  the  elderly  or  handicapped;  to 
underwrite  mortgage  or  loan  insurance  to  finance  new  construction,  rehabilitation  or  the  purchase 
of  existing  dwelling  units;  and  to  conduct  several  regulatory  functions. 

—  The  U.S.  Housing  Act  of  1937,  as  amended,  which  authorizes  assistance  to  lower- 
income  or  moderate-income  households  under  Sections  8  and  17  of  the  Act; 

—  The  National  Housing  Act,  as  amended,  which  authorizes  the  provision  of  mortgage  or 
loan  insurance  for  single  family  and  multifamily  housing  and  other  related 
facilities  such  as  nursing  homes  and  manufactured  home  courts  and  the  provisions  of 
interest  reduction  payments  for  the  Section  2  35  Homeownership  Assistance  program  and 
the  Section  236  Rental  Housing  Assistance  program; 

—  Section  201  of  the  Housing  and  Community  Development  Amendments  of  1978,  authorizing 
assistance  to  restore  or  maintain  the  financial  soundness,  to  improve  the  management 
and  to  maintain  the  low-  to  moderate-income  character  of  certain  assisted  projects; 

—  Section  202  of  the  Housing  Act  of  1959,  as -amended,  which  authorizes  direct  loans 
for  the  development  o£  housing  exclusively  for  the  elderly  or  handicapped; 

—  Section  811  of  the  National  Affordable  Housing  Act  which  authorizes  capital  grants 
and  rental  assistance  for  the  development  of  housing  exclusively  for  the  disabled; 

—  Title  IV  of  the  Housing  and  Community  Development  Amendments  of  1978,  authorizing 
the  Congregate  Housing  Services  program; 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  It   Bousing  Programs 

Section  101  of  the  Housing  and  Orban  Development  Act  of  196S,  ae  amended,  which 
authorizes  rent  supplements  on  behalf  of  needy  tenants  living  In  privately  owned, 
privately  operated  and  privately  financed  housing; 

—  The  Interstate  Land  Sales  Pull  Disclosure  Act,  Title  XIV  of  P.L.  90-488,  as  amended, 
which  requires  developers  of  subdivisions  to  file  registration  statements  with  the 
Secretary  where  mall  or  Interstate  coaaerce  is  Involved; 

~  The  National  Manufactured  Rome  Construction  and  Safety  Standards  Act  of  1974,  Title 
VI  of  P.L.  93-863,  which  authorizes  HUO  to  develop  and  enforce  construction  and 
safety  standards  for  all  manufactured  homes  sold  In  the  United  States; 

The  Real  Estate  Settlement  Procedure  Act  of  1974,  P.L.  93-3S3,  as  ameiided,  which 
authorizes  the  regulating  of  certain  lending  practices  and  settlement  and  closing 
procedures  in  Federally  related  mortgage  transactions  to  eliminate  unnecessary  costs 
and  to  minimize  difficulties  of  settlement;  and 

—  The  Lead-Based  Paint  Poisoning  Prevention  Act  of  1971,  as  amended,  which  authorizes: 
( 1 )  the  establishment  of  procedures  to  eliminate  the  hazards  of  lead-based  paint  In 
any  existing  house  which  is  covered  by  an  application  for  mortgage  insurance  or 
housing  assistance  payment,  and  (2)  procedures  to  eliminate  the  hazards  of  lead- 
based  paint  poisoning  in  all  Federally  owned  properties  prior  to  sale  when  their 
intended  use  is  residential. 

2.   MORKLOAD 

Specific  Housing  workload  elements  consistent  with  workload  and  assumptions  in  Housing 
program  budgets  are  listed  in  the  'Detail  of  Housing  Field  Staffing  Requirements.*  The  principal 
functions  conducted  by  Housing  staff  to  Implement  this  workload  are  as  follows: 

~  parfoming  preappllcation  and  other  review  activities  through  to  construction 
completion,  execution  and  closing  of  contracts  and  mortgages; 

~  developing  underwriting  standards,  making  actuarial  determinations,  and  establishing 
fees  and  premiums  for  mortgage  insurance  for  homes  and  projects  and  other  financial 
and  related  assistance  authorized  by  the  National  Housing  Act; 

—  participating  in  the  analysis,  review,  and  evaluation  of  HUD-insured  and/or 
Section  8,  and  other  multifamily  projects  during  the  construction  and  occupancy 
stages; 

—  developing  new  instructions  and  Issuances  and  revising  existing  issuances  such  as 
Fair  Market  Rents  (FMRs)  and  Annual  Adjustments  Factors  for  the  Section  8  program; 

~  reviewing  and  monitoring  multifamily  projects  to  ensure  that  appropriate  management 
activities  are  conducted  and  resources  are  used  in  accordance  with  approved  plans 
and  agreements; 

reviewing  and  monitoring  State  agency  administration  of  Federal  housing  programs; 

servicing  HUD-insured  and  HUD-held  mortgages  for  home  and  multifamily  insurance 
programs,  negotiating  forbearance  agreements,  handling  assignments  of  mortgages, 
providing  assistance  under  the  terms  of  the  Troubled  Projects  (Flexible  Subsidy) 
program,  performing  liquidations  and  collection  functions  under  Title  I  of  the 
National  Housing  Act,  and  managing  the  Housing  for  the  Elderly  or  Handicapped  Loan 
Program; 

—  performing  property  disposition  activities  which  include  supervision  of  Area 
Management  Brokers,  rehabilitation  of  acquired  properties,  management  of  the 
property  inventory  and  the  sale  of  HUD-owned  properties; 

servicing  the  mortgages  of  the  Community  Disposition  program  covered  under  the 
Atomic  Energy  Coimnunity  Act  of  19SS,  as  amended; 
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—  axaalning  registration  atatements  and  othar  required  material  from  developers  of 
aubdlviaiona  involved  In  Interstate  coanerce  to  determine  their  formal  and  legal 
adequacy  and  iaaulng  ezenption  orders  and  advisory  opinions; 

—  developing  and  enforcing  construction  and  safety  atandarda  for  manufactured  hooaa; 
and 

—  certifying  or  recertifying  houalng  counaellng  agencies. 

3.   SOMMAKY  OF  STAFTIIIG  REQOIREMEIITS  BY  GRADE  LEVEL 

The  following  table  provides  a  sunDary  of  the  distribution  of  grades  for  Housing  staff 
for  1992,  1993  and  1994. 


ACTUAL 
1992 

ESTIMATE 
1993 

ESTIMATE 
1994 

GRADE 

HO 

FIELD 

TOTAL 

"2 

1 

4 

3 

4 

4 

1 

77 

152 

724 

970 
995 

FIELD 

28 

123 

4.997 

5,148 
5,251 

TOTAL 

1 

4 

3 

4 

4 

1 

105 

275 

5.721 

6,118 
6,246 

Hfl 

1 

4 

3 

4 

4 

1 

73 

140 

736 

966 
974 

FIELD 

28 

123 

4,986 

5,137 
5,149 

TOTAL 

Executive  Level  IV. 
BS-6 

1 

4 

2 

3 

4 

3 
77       28 
148      121 
750    5.098 

992     5,247 
1,031     5,773 
<G  REOUIREHEHTS 
EMPLOYMENT 

1 

4 

2 

3 

4 

3 

105 

269 

5,848 

6,239 
6,804 

1 

ES-S 

4 

3 

4 

4 

1 

101 

263 

.5,722 

6,103 
6,123 

BS-4 

BS-3 

ES-2 

ES-1 

GS/GM-15 

GS/GM-14 

GS/GM-13  and  below. 
Total,  Pull-TiJ»e 

Permanent  Appoint- 
ments, End-of-Year 
Full-Time  Equivalent 

Employment 

EXPLANATION  OF  STAFFII 
1 .   HEAOOUARTERS 

AEsistant  Secretary: 

Immediate  Office 

Hospitals 

Subtotal,  Assistant  Secretary. 


FHA  Comptroller: 

Immediate  Office 

Policy  I   Planning 

Financial  Systems 

Mortgage  Ins.  Accounting  t   Servicing. 

Evaluation 

Subtotal,  FHA  Comptroller 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

17.0 

IS 

IS 

4.0 
21.0 

17 

_4 
19 

_4 

19 

^-LJ. 

6.5 

5 

5 

3.8 

•  •  • 

•  •  • 

»  .  • 

19.5 

25 

24 

-1 

417.3 

415 

407 

-8 

29.0 

25 

24 

-1 

476.1 
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Siaql*  raailf  aouaingi 

Daputy  Aasistaat  tmctrntMij 10. •                II       10        -1 

I«ndar  Actlvitiaa  end  Land  Salaa 

tagistratioa >3.«                 M        OC         -2 

Inaurad  Sinql*  rasily  Hoaslji9 TC.C                 73        71         -2 

Manufacturad  ■ouaiag  t   Ragulatory 

Panctiona 41. 0       __       2S        li        •'• 

Subtotal,  Singla  FMily 222.1       221       210       20$         -S 

Nultifaailr  aouainqt 

Daputy  Aaaiatant  Sacratary 1C.3  12  12 

Noltifaaily  Bouainq  Devalofaant 4S.4  43  42  -1 

Multlfaally  Houainq  Nanaqaaant <0.C  58  S<  -2 

Praaarvation  s  Property  Diapoaitlon 32.9  31  30  ... 

Elderly  and  Aaaiatad  Houainq 34.7  25  24  -1 

Rsaideat  laltiatlTaa t.8       »       9  ... 

Subtotal,  Multifaiaiy 194.7  191       185  181  -4 

Oparationa ■ 

Daputy  Aaaiatant  Secretary 8.9  7  7  ... 

Houainq  Budqat  t  Field  Reaourcea 3S.3  37  3C  -1 

Hanaqeaent 70.9       _«7  _«  zl 

Subtotal,  Operationa 115.1  117       111  109  ^ 

Total,  Beadquartara  Full-Tiaa 
Bquivalent  BiV>loyBent 1,031.0      1,040       995       974        -21 

a.  DISCPSSIOII  OP  STAFFIWG  CHAMGgS 

(1)  EKPIAMATIOH  OF  CHAMCBS  PHOM  1993  BUPGBT  TO  1993  CnHBEIIT  gSTIMATB 

The  current  eatinate  for  1993  haa  been  reduced  by  45  PTS  for  Boualnq 
Beadq[uartera  coopored  to  the  Budqet  estimate.  This  reduction  includes  the  transfer  of  1  FTP  fron 
the  Office  of  Honagement  to  the  Office  of  Administration  associated  with  the  transfer  of  the 
contractinq  function  for  property  disposition,  1  FTP  for  the  transfer  of  Indian  proqrams  to 
Public  and  Indian  Housinq  (PIB),  and  43  FTP  in  accordance  with  Executive  Order  12839. 

(2)  EXPLAMATIOM  OP  CHAMGES  FROM  199  3  CURRENT  ESTIMATE  TO  1994  ESTIMATE 

In  1994  there  is  on  estimated  decrease  of  21  FTE  in  staff  for  Bousinq 
Beadquarters  cooipared  to  1993,  in  accordance  with  Executive  Order  12839. 

b.  HEADQUARTERS  STAFF  FUMCTIOWS 

Headquarters  staff  have  the  responsibility  for  perforvinq  the  followinq  principal 
functions: 

—  developinq  program  and  policy  recommendations  for  all  Housing  programs; 

--  directing  and  coordinating  the  administration  of  all  Housing  programs  and 
providing  technical  assistance  and  procedural  guidance  to  the  Field  staff; 

~  monitoring,  reviewing,  and  evaluating  Field  program  operations  and  reviewing 
administrative  practices  of  local  agencies  to  ensure  that  programs  are  managed 
efficiently  and  that  services  and  assistance  are  provided  as  intended; 

—  administering  regulatory  functions  of  the  Department  as  required;  and 

~  providing  private  market  financing  assistance  to  local  agencies,  as  well  as 
administrative,  management,  statistical  and  budget  support. 
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2.       FULD   BWPL0»M8m 


Developoent  Program  Functions: 

Section  202  t  811  Programs 

Hultifamily  Insured  Programs 

Other  Hultifamily  Bousing  Programs 

Single  Faad.ly  Inaured  Programs 

Subtotal,  Development  Program  Functions 
Developownt  General  Direction 

Subtotal,  Housing  Development 1,963.3 

Management  Program  Functional 
Loan/Mortgage  Management 

Multif  amily 1 ,  646 . 3 

Single  Family 818.2 

Title  I  Debt  Collection 143.8 

Property  Disposition 

Hultifamily 142.2 

Single  Family 860.9 

Subtotal,  Management  Program 

Functiona 3,611.4 

NanagesMnt  General   Direction 198.3 

Subtotal,  Bousing  Management  3,809.7 

Total,  Housing  Field  Full-Time 
Equivalent  Baploynent 5.773.0 


FOLl-TIME  BOOiyALEMT  EMPLOYMEMT 


BODGST 

CURnm 

INCREASE  * 

ACTUAL 

BSTIMATB 

■STIMATB 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

343.6 

271 

187 

136 

-51 

351.0 

303 

394 

509 

+115 

8.1 

69 

54 

102 

'I-48 

1.050.8 
1,753.5 

978 
1,621 

959 
1,594 

879 
1,626 

-80 

+32 

209.8 

225 

225 

225 

1,846 


1,819 


1,851 


1,340 

1 

,384 

1,250 

834 

837 

134 

116 

145 

140 

927 

— 

768 

3,380 

3 

t  24b 

3,111 

187 

_ 

187 

3,567 


5.413 


3,432 


5,251 


3,298 


5.149 


+32 


-114 
+48 
-11 

+13 
-70 

-134 

-134 

-102 


a.  DISCUSS lOM  OF  STAFFING  CHAHGES 

(1)  EXPLAMATIOB  OF  CHAMGES  FROM  1993  BODGET  TO  1993  CnRREMT  ESTIMATE 

For  1993,  the  current  eatlmate  represents  a  reduction  of  162  FTC  from  the 
Budget  estimate.   This  includes  the  transfer  of  98  FTE  from  Housing  to  Field  Administration 
associated  with  the  transfer  of  the  contracting  function  for  property  diapcsition,  funding 
reductions  contained  in  the  1993  Appropriation  Act,  and  FTE  reductions  in  accordance  with 
Executive  Order  12839. 

(2)  EXPLAMATIOW  OF  CHAMGES  FROM  1993  CORREHT  ESTIMATE  TO  1994  ESTIMATE 

For  1994,  the  estimate  represents  a  reduction  of  102  FTE  from  the  current 
estimate  for  1993  in  accordance  with  Executive  Order  12839.   The  number  of  field  FTE  to  be 
transferred  to  PIH  for  Indian  programs  has  not  been  determined. 

b.  FIELD  STAFF  FUMCTIONS 

(1)   DEVELOPMEMT 

The  Housing  development  staff  works  directly  with  sponsors,  developers,  and 
mortgagees  in  the  preparation,  review,  and  approval  of  applications  for  grants,  and  mortgage 
insurance.   Staff  activities  begin  with  the  initial  inquiry  about  obtaining  program  assistance 
and  continue  through  the  review  and  approval  of  applications;  the  execution  of  assistance 
contracts;  the  inspection  and  completion  of  construction;  and  the  closing  of  loans  and  grants, 
execution  of  Housing  Assistance  Payment  contracts,  and  final  endorsement  of  mortgage  insurance. 
These  activities  are  designed  to  protect  the  Federal  investment. 
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(2)   MAHAGEMEHT 


The  prljnary  objective  of  the  nanagenent  staff  in  the  Field  Offices  is  to 
preserve  the  quality  and  fiscal  integrity  of  HOD  assisted/subsidized/insured  housing.   These 
activities  are  the  responsibility  of  two  staff  groups  t   the  Loan/Mortgage  H^ulagelllent  staff  is 
responsible  for  the  managenent  and  servicing  of  HOD- insured  and  HOO-held  mortgages,  the 
management  of  Housing's  subsidized  programs,  and  the  management  of  the  Direct  Loan  and  grants 
portfolios;  and  the  Property  Disposition  stsff  is  responsible  for  the  managenent  and  disposition 
of  HOD-owned  properties. 
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DBXAIL  OF  HOUSING  FIELD  STAFFING  RBQUIREHBNTS 


Fiscal  Year  1993 

Fiscal  Year  1994 

Resource 

Projected 

Projected 

Projected 

Projected 

Allocation 

Indicator 

Accomplish- 

Unit' 

Accooplish- 

Unit 

Guideline 

(Work  unit! 

ment 

.^os^ 

1 

m 

ment 

Cost 

FTE 

DEVELOPMENT 

Hultlfamily 

Section  202 

Reservations 

Project 

1,006 

200.00 

96.4 

556 

200.00 

53.3 

Starts 

Project 
Project 

174 

800.00 

66.7 

203 

800.00 

77.8 

Final  Closing 

174 

800.00 

66.7 

174 

800.00 

66.7 

Total,  Section  202. 

229.8 

197.8 

Insured  Multifamily 

Finn  Conmitnients 

Project 

714 

1,125.30 

384.8 

1,102 

1,124.91 

593.7 

(Full  HUD  Process). 

Project 

(268) 

1,300.00 

(166.9) 

(413) 

1,300.00 

(257.1) 

(Full  with  TDC) 

Project 

(89) 

1,100.00 

(46.9) 

(138) 

1,100.00 

(72.7) 

(Delegated  Process) 

Project 

(357) 

1,000.00 

(171.0) 

(551) 

1,000.00 

(263.9) 

Init  End/Const/Post 

Project 

382 

550.00 

100.6 

562 

550.00 

148.0 

Total,  Ins.  HF 

485.4 

741.7 

Rental  Housing  Dev. 

i   Special  Purpose 

Grant  Programs 

^iproved  not  Closed.. 

Project 

290 

70.00 

9.7 

210 

70.00 

7.0 

Homeownership  and 

Opportunity  for 

People  Everywhere 

Developoent  Support.. 

Application 

100 

100.00 

4.8 

300 

100.00 

14.4 

Preservation 

Developoent  Support.. 

Plan 

405 

202.00 

39.2 

837 

202.00 

81.0 

Data  Bank  Maintenance 

MF  Office 

51 

1,044.00 

25.5 

51 

1,044.00 

25.5 

Staff  Mgmt.  Adjust... 

-159.9 

-320.2 

Total,  All  MF 

634.5 

747.2 
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DETAIL  OP  HOUSING  FIELD  STAFFING  REQUIREKENTS 


Resource 

Allocation 

Guideline 


Fiscal  Year  1993 


Projected  Projected 
Indicator   Accomplish-   Unit 
(Woric  unit)     ment Cost 


Fiscal  Year  1994 


Projected  Projected 
AccoRiplish-   Unit 

ment Cost FTE 


DEVELOPHENT 
(Continued) 

Single  Family 


Home  Insurance 
Lender  Processed i 

Proc  thru  Endorse.. 

Val.  t   AlE  Reviews. 

Mtg.  Credit  Review. 
HUD  Processed: 

Conditional  Commit. 

Firm  Commitment.... 

Endorsement 

CHUMS  Proc/Data  Entry 

Subtotal,  Ins  Proc. 

Other  S.F.  Process 

Sec.  234  Proj .  Proc. 

Subdiv/Condo:  Reviews 

Checks. 

Subtotal,  Other  S.F 

Staff  Hgrat.  Adjust... 
Total,  All  S.F... 

Total,  Dev.  Prg 


Case 

904,480 

0.45 

194.9 

911,646 

0.45 

196.5 

Case 

180, •9« 

3.45 

298.9 

182,329 

3.45 

301.3 

Case 

180,896 

1.80 

155.9 

182,329 

1.80 

157.2 

Case 

10,265 

5.70 

28.0 

10,347 

5.70 

28.2 

Case 

10,265 

3.90 

19.2 

10,347 

3.90 

19.3 

Case 

9,136 

2.60 

11.4 

9,209 

2.60 

11.5 

Action  OOOs 

50,249 

12.00 

288.8 
997.1 

50,647 

12.00 

291.1 
1,005.1 

Project 

1,900 

20.00 

18.2 

1,800 

20.00 

17.2 

Review 

1,500 

35.00 

25.1 

2,000 

35.00 

33.5 

ChecKsheet 

30,000 

1.00 

14.4 
57.7 

-95.7 
959.1 

25,000 

1.00 

12.0 
62.7 

-188.8 
879.0 

1,593.6 


1,626.2 


Overhead 

Regional  Staff 

General  Direction.. 
Total,  Overhead.. 


TOTAL  DEVELOPMENT 


FTP 
FTP 


94 

2^ 

,088, 

.00 

94. 

.0 

31 

2, 

,088 

.00 

131, 
225 

■S. 
.0 

94 
131 


2,088.00 
2,088.00 


1,818.6 


94.0 
131.0 
225.0 


1,851.2 
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DETAIL  OF  HOUSIHG  FIELD  STAFFING  REQUIREHENTS 


Resource 

Allocation 

Guideline 


Fiscal  Year  1993 


Projected  Projected 
Indicator   Accomplish-   Unit 
(Work  unit)     ment Cost 


FTB 


Fiscal  Year  1994 


Projected  Projected 
Accomplish-    Unit 
ment       Cost 


HANAGEHEHT 


MF  t  SF  Loan  Mgmt. 


Multifamily 
Loan  Hanagement 

Input  to  Development.   HAP  t   Fini 

Project  Servicing  I 

Insured Project 

HUD-Held Project 

Section  202 Project 

All  Ron-Ins  Sec  8.,     Project 
Preservation/HOPB. .     Project 

Occupancy  Processing.   Hsg  lit  000s 

CFS/TRACSi 

Data  Collect/Load.. 
Voucher  Reviews .... 

Staff  Mgmt.  Adjust 

Subtotal,  MF  LN. . . . 


888 


60.00 


25. S 


1,305 


60.00 


5 

086 

96.00 

693.6 

15,263 

96.00 

701.7 

2 

407 

170.00 

196.0 

2,595 

170.00 

211.3 

4 

547 

70.00 

152.4 

4,721 

70.00 

158.3 

5 

367 

20.00 

51.4 

5,370 

20.00 

51.4 

720 

400.00 

137.9 

1,360 

400.00 

260.5 

1 

410 

310.00 

209.3 

1,430 

310.00 

212.3 

•  •  ■ 

... 

•  ■  • 

... 

... 

... 

... 

... 

200.0 
-302.3 

... 

... 

100.0 
-483.1 

1,363.8 


1,249.9 


Single  Family 
Loan  Hanagement 1 

Hortgagee  Reviews.. 
Assignment  Request. 
Secy-Held  Hortgages 
Defaulted  Hortgages 
Current  Ins.  Htgs.. 
Housing  Counseling. 
Staff  Hgmt.  Adjust. 
Subtotal,  SP  LM.. 


Review 

500 

80.00 

500 

80.00 

19.2 

Request 

65,000 

12.00 

373.6 

65,000 

12.00 

373.6 

Mortgage 

100,440 

12.00 

577.2 

115,217 

12.00 

662.2 

Mortgage 

185,000 

1.00 

190,000 

1.00 

91.0 

Htg  000 -s 

7,009 

10.00 

7,406 

10.00 

35.5 

Agency 

S75 

50.00 

-316!9 

575 

50.00 

13.8 
-358.6 

789.1 


836.7 


Title  It 

Prop .  Inp .  Loans . . . 

Mobile  Hoae  Loons.. 

Staff  Mgmt.  Adjust. 

Subtotal,  Title  I 

Subtotal,  SPLN/TI 

Votal,  MF/SP  LN 


Loan 

28,040 

6.00 

80.6 

28,000 

6.00 

80. S 

Loan 

13,879 

7.00 

46.5 

P.o 

127.1 

14,100 

7.00 

47.3 

-.1.1.-3 
116.5 

916.2 


2,280.0 


953.2 


2,203.1 
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DETAIL  OF  HOUSING  FIELD  STAFFING  REQUIREMENTS 


Resource 

Allocation 

Guideline 


Fiscal  Year  1993 


Projected  Projected 
Indicator   Accomplish-   Unit 
(WorK  unit!     ment Cost 


Fiscal  Year  1994 


Projected   Projected 
Acconqpllsh-   Unit 
laent       Cost 


MANAGE HENT 

(Continued) 


Property 
Disposition 
Hultifanilyt 

Inventory  Haint.... 
Foreclosure/Preacq . 
BUD  Sale  (ex  Close) 
All  Sales  Closings. 
Staff  Hgnt.  Adjust. 
Subtotal,  MF  PD. . 


Project 
Project 
Project 
Project 


Single  Family: 

Inventory Property 

Acquisition  a/ Property 

Sales Property 

Homeless  Initistlve   Property 
Occupancy — Preacq..    Request 
Staff  Hgmt.  Adjust. 
Subtotal,  SF  PD.. 

Total,  MF/SF  PD 

Total,  Mgmt  Pg 


Overhead 

Regional  Staff 

General  Direction.... 
Total,  Overhead.... 

TOTAL,  MANAGEMENT 


FTP 
FTP 


27« 

500.00 

66.1 

300 

500.00 

71.8 

276 

400.00 

52.9 

345 

400.00 

6«.l 

55 

400.00 

10.5 

225 

400.00 

43.1 

74 

200.00 

7.1 

-9.1 
127.5 

195 

200.00 

18.7 
-59.9 
139.8 

38, 

,322 

11.00 

201.9 

31, 

,877 

11.00 

167.9 

79, 

,248 

10.00 

379.5 

75, 

,138 

10.00 

359.9 

81, 

,719 

14.00 

547.9 

69, 

,505 

14.00 

466.0 

1, 

,724 

24.00 

19.8 

2 

,000 

24.00 

23.0 

25, 

,000 

4.00 

47.9 

-359.1 

837.9 

27 

,000 

4.00 

51.7 

-300.6 

767.9 

965.4 

907.7 

3,245.4 

3,110.8 

85 

2,088.00 

85.0 

85 

2,088.00 

85.0 

102 

2,088.00 

102.0 
187.0 

102 

2,088.00 

102.0 
187.0 

3,432.4 


3,297.8 


TOTAL, 
HOUSING  FIELD. 


.149.0 
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4.   COMTKACTS 

The  principal  contract  categoriea  arai   Technical  Services,  Data  and  Statistical 
Services  and  Nanagaaent  Servicea.  The  following  table  Idantifiea  the  coats  for  each  of  the 
contract  categoriea  and  is  followed  by  a  brief  deacription  of  the  specific  contracts  included. 


Actual 
1992 

Budget           Current 

Bstijsate       Bstijute 

1993                 1993 

Estiaate 
1994 

inci 

Deci 

1994 

rease  + 

rease  - 
vs    1993 

»l,321 
115 

^* 

(Dollara   in 
$2,980            $2,620 
ISO                   ISO 
COO                   504 

Thousands) 
$1,4SS 
ISO 
250 

-$1,1<S 
-25i 

Technical  Services 

Data  and  Statistical  Services 

Hanagemnt  Services 

Total 1,510      3,730      3,274      1,855         -1,419 

a.   Technical  Services  $1,455  Thousand 

(1)  Manufactured  Hones  Annual  Ad  Hoc  Bnforceaent  Testing   $150  Thousand 

These  funds  are  provided  by  transfer  froa  the  Manufactured  Home  Inspection  and 
Honitoring  Prograa  to  continue  contractual  aervices  to  collect  necessary  data  and  consuB»r 
information  required  to  make  lat>rovenentB  in  nanufactured  hoas  standards.   The  national 
Manufactured  Housing  Construction  and  Safety  Act  requirea  the  Departoent  to  collect  data  in 
support  of  the  proposed  laproveawnts  for  safety  and  durability  of  nanufactured  hones.   The 
contractual  aervices  enable  the  Departaant  to  fulfill  its  obligation  under  the  Manufactured 
Housing  Act  to  provide  a  Biennial  Report  to  Congreaa  on  the  quality  of  nanufactured  homes.   This 
contract  also  enables  the  Departnent  to  obtain  data  in  order  to  upgrade  the  Federal  standards  for 
nanufactured  hones  by  eliminating  standards  which  do  not  enhance  the  safety,  durability  and 
liveability  of  manufactured  hoaies  and  add  standards  where  data  show  that  problems  exist.   In 
further  cooplianca  with  the  Manufactured  Housing  Act,  this  contract  will  also  provide  emergency 
room  injury  data  collection  relative  to  nanufactured  honea.   This  data  will  identify  and  neasura 
the  magnitude  of  the  injury  problesis  associated  with  nanufactured  hones. 

(2)  Bcononatric  Models   $5  Thousand 

Theae  funda  are  needed  to  continue  contractual  services  to  maintain  access  to  up-to- 
date  and  cooprehensive  data  sources  for  studies  and  reports  on  the  aortgage  and  capital  narketa. 
The  data  ia  uaed  in  such  recurring  reports  ast   1)  the  availability  of  funda  for  housing,  2)  tax- 
exenpt  sources  of  aortgage  credit,  3)  the  contribution  of  the  Federal  and  federally  sponsored 
credit  agencies  in  the  aortgage  narket,  and  4)  the  aecondary  nortgage  market. 

(3)  Home  Mortgage  Disclosure  Act  (HMDAI  Lender  Survey  $185  Thousand 

Funds  are  requested  to  support  a  lender  survey.   The  HMDA  operation  haa  not  been 
staffed  and  is  Congressionally  mandated  with  work  and  report  deadlines  designated  by  Regulation  C 
of  the  Federal  Reserve  Board  published  as  12  CFR  Part  203.   In  addition,  the  Fair  Rousing  Act  is 
imposed  to  apply  to  all  FHA  lenders.   Funding  will  be  used  for  contractor  services  to  conduct  a 
survey  of  all  unregulated  mortgage  coopanies  aa  well  as  lenders  doing  business  under  the  FHA 
program. 

(4)  Hone  Mortgage  Disclosure  Act  (HMDAI $325  Thousand 

Under  the  Act,  BUD  has  certain  regulatory  responsibilities.   The  funds  requested  are 
for  an  interagency  agreement  with  the  Federal  Reserve  Board  to  cover  HUD's  share  of  HMDA 
requirea«nts  that  need  to  be  included  in  AOP  systeas  which  will  collect  and  publlah  data  in 
accordance  with  the  Act. 
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(5)  Multifamilv  Handbook  Development   $200  Thousand 

This  contract  is  needed  to  continue  efforts  to  provide  technical  assistance  to  HUD 
staff  in  the  development  of  critically  needed  handbooks  where  there  is  not  adequate  staffing 
resources  to  develop  them  in-house.   Additional  handbook  revisions  will  result  from:   new  system 
implementation  (CFS/TRACS,  Hultifamily  National  System,  5-year  Automation  Plan);  new  initiatives 
on  environmental /safety  issues  (e.g.,  lead-based  paint,  fire  safety,  drug  elimination); 
ijnplementation  of  Title  II/VI;  Restore  or  similar  initiatives  affecting  current  funding  programs; 
results  of  litigation  and  legislation;  etc. 

(6)  General  Handbook  Maintenance   $4S  Thousand 

The  handbook  maintenance  contract  is  a  new  initiative  to  update  and  revise  existing 
handbooks  to  reflect  statute  and  policy  changes. 

Maintaining  handbooks  is  a  vital  part  of  the  recent  program  delegation  to  the  field. 
Current  and  concise  information  and  guidance  must  be  distributed  to  the  field  in  a  timely 
fashion.   There  is  not  the  staff  to  dedicate  to  researching  and  writing  handbook  updates.   This 
contract  action  is  the  most  effective  use  of  resources  to  accomplish  program  objectives. 

(7)  SF  PD  Demonstration $95  Thousand 

The  purpose  of  the  contract  is  to  provide  monitoring  of  the  performance  of  the  35 
participants  of  the  Single  Family  Property  Disposition  Demonstration  Program  and  to  ensure  that 
Its  requirements  are  met. 

The  contractor  will  develop  a  detailed  work  plan;  risk  analysis;  and  monitoring 
check  list.   The  contractor  will  conduct  on-site  visits  of  high  risk  projects;  identify  program 
progress  and  deficiencies;  and  prepare  monitoring  letters  to  agencies  identifying  corrective 
actions,  and  recommendations  for  improved  program  management. 

This  contract  will  enable  the  Department  to  be  in  a  position  to  determine  whether 
the  Demonstration  Program  effectively  reduces  the  inventory  of  HDD-acquired  properties  consistent 
with  the  promotion  of  affordable  home  ownership  optx^rtunities  and  the  preservation  of 
neighborhoods.   HUD  does  not  have  the  staff  to  perform  this  monitoring  function. 

(8)  Application  Packaging  for  Small  Loans SI 50  Thousand 

The  Department  proposes  to  have  an  experienced  outside  contractor  review  its 
requirements  with  a  view  towards  streamlining  the  application  process  to  make  mortgage  insurance 
more  accessible  to  builders  of  small  projects.   There  is  a  gap  in  the  financial  markets  for  loans 
under  $500,000  since  FNHA  and  GNMA  do  not  pool  multifamily  loans  of  this  size.   Mortgage  bankers 
are  generally  unwilling  to  package  loans  of  this  size  because  of  the  small  remuneration.   FHA 
could  effectively  serve  this  market  if  the  builders  were  able  to  submit  a  packaged  FHA  loan  to  a 
lender.   The  contractor's  product  would  be  a  booklet  describing  a  simplified  or  consolidated 
processing  instructions  on  how  to  complete  a  mortgage  insurance  application. 

A  recommended  source  for  this  contract  is  any  experienced  HUD-approved  multifamily 
lender  for  6  to  9  months.   Given  the  current  staffing  constraints  and  the  proliferation  of  new 
multifamily  programs  (e.g.,  HOME,  HOPE  2,    Preservation,  Technical  Disciplines  and  Delegated 
Processing)  coming  on  line,  it  would  be  impractical  to  divert  knowledgeable  HUD/Housing  personnel 
for  this  effort. 

(9)  Training /Marketing   $150  Thousand 

This  contract  will  develop/deliver  training  and  review/revise  sales  documents/ 
marketing  materials  for  Multifamily  Preservation  Property  Disposition.   These  programs  have  a 
yearly  expenditure  of  over  $100  million.   There  is  a  desperate  need  of  a  methodology  by  which  the 
Field  staff  can  have  the  requisite  management  and  sales  skills  to  effectively  and  efficiently 
operate  the  program  in  the  future.   Better  training  will  increase  program  efficiency,  and  lower 
operating  costs.   An  effective  training  program  is  an  investment  which  will  pay  for  itself  by 
increased  productivity.   And  the  creation  of  sales  documents/marketing  materials  in  a  -user 
friendly  manner*  will  improve  their  ability  to  obtain  higher  prices  and  reduce  time  in  inventory. 
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The  contract  will  design,  package,  and  deliver  training  materials  and  training 
programs  to  HUD  employees,  contractors,  and  potential  program  participants  (the  general  public, 
residents,  minority,  vromen-ovmed  business  and  cooperatives)  in  preservation,  prepayment,  and 
property  disposition  matters;  and  review  and  revise  sales  documents  and  marketing  materials  in  a 
'user  friendly  manner.* 

(10)  Marketing  $150  Thousand 

This  contract  will  use  creative  marketing  to  increase  market  exposure,  enhance  HUD'e 
image,  and  increase  participation  in  the  Multifamily  foreclosure  and  HtlD-owned  project  sales. 
Marketing  will  increase  prices  and  reduce  time  in  inventory.   In  addition  it  will  save  time, 
money  and  duplication  of  effort.   The  contractor  will  conduct  a  market  survey  to  identify  the 
typical  HUD  multifamily  property  buyer,  develop  a  list  of  lenders  who  have  a  readily  available 
source  of  funding,  develop  a  con^rehensive  nationwide  marketing  plan,  develop  improved 
methodologies/innovative  techniques  for  foreclosure  sale  and  sales  of  HUD-owned  projects, 
analyze/revise  current  sales/promotional  documents,  research  the  media  and  make  recommendations 
to  increase  exposure  and  conduct  periodic  Pre-sale  Seminars  on  the  "how-to's." 

b.  Data  and  Statistical  Services 

Manufactured  Homes  Annual  Data  and  Collection  and  Consumer  Survey $150  Thousand 

These  funds  are  for  continued  contractor  support  to  conduct  tests  in  connection  with 
Manufactured  Home  Safety  enforcement  actions.   Anticipated  recall  actions  involving  large  numbers 
of  manufactured   homes  require  special  testing  of  manufactured  home  components  to  establish  a 
basis  for  taking  legal  action  against  manufacturers  who  fail  to  correct  defects.   These  tests 
determine  conformance  of  such  components  as  gas  valves,  circuit  breakers,  furnace  flues,  glass 
doors,  egress  windows,  roof  trusses,  and  large  sections  of  manufactured  homes  that  have  resulted 
in  discomfort,  injury,  or  death  to  occupants.   In  addition,  the  tests  enable  the  Department  to 
enforce  the  requirements  of  the  National  Manufactured  Home  Construction  and  Safety  Standards  Act 
if  con^xjnents  are  certified  falsely. 

c.  Management  Studies 

Internal  Control  Review   $250  Thousand 

Contract  funds  are  requested  to  fund  Internal  Control  Reviews  of  Housing  programs  to  be 
conducted  under  the  purview  of  the  FHA  Coiqjtroller  which  has  the  responsibility  for  the  Internal 
Control  Review  effort  in  Housing. 
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DEPARTHENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

PUBLIC  AND  INDIAN  HOUSING 

MODERN  I ZATION 

(Included  in  Annual  Contributione 
for  Assisted  Housing  Appropriation) 


PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  V6  1993 

(Dollars  in  Thousands) 


Budget  Authoritvi 

Enacted '. 

Dire  Emergency  Supp. . . 

Total  Enacted 

Carryover 

Total  Available 

Use  of  Budget  Authority; 

Modernization 

Dire  Emergency  Supp... 
Take  the  Boards  Off... 
Choice  in  Management.. 

Weed  and  Seed 

Vacancy  Reduction 

Lead  RiB)c  Assessment.. 
St.  Louis  Demo/Dispo.. 
Resident  Management 

Assistance 

PHA/IHA  Technical 

Assistance 

Total. 


2,672,517a/ 

$2 

291 

750 

$3,100,000 

$3 

100 

000 

$3 

100 

000 

— 

NA 

NA 

100,000c/ 

~T 

100 

.c/ 
000 

2,672,517 

2 

291 

750 

3,200,000 

3 

100 

000 

— 

1,443b/ 

NA 

HA 

93 

318 

NA 

(93,318) 

$2,673,960 

$2 

291 

750 

$3,200,000 

$3 

193 

318 

$3 

100 

000 

(93,318) 

$2,559,808 

$1 

964 

191 

750 
750 

$3,084,750 
100,000c/ 

$2 

989 

183 
•£Z 

$2 

893 

600 

-$95,583 

■  •  ■ 

100 

000 

50 

000 

50 

000 

... 

20 

000 

124 

,000 

124 

000 

9,056 

... 

14 

797 

10 

000 

-4,797 

7,096 

... 

... 

4,682 


4,750 


10,500 


4,750 


10,500 


4,838 
10.500 


10,000 
12.400 


a/ 
b/ 
c/ 


+5,162 
+1,900 


$2,580,642   $2,291,750  $3,200,000    $3,193,318    $3,100,000     -$93,318 


Reflects  adjustment  for  shortfall  in  Section  202  recaptures. 

Adjusted  for  supplemental  rescission. 

Represents  $100  million  included  in  Dire  Emergency  Appropriations  Act  of  1992  for  the 

development  or  acquisition  of  public  housing,  major  reconstruction  of  obsolete 

projects  and  modernization  of  existing  projects.   Legislation  is  proposed  to  transfer 

this  amount  to  HOME  ($60  million)  and  to  Community  Development  Bloc)c  Grants 

($40  million)  for  disaster  assistance. 


SUMMARY  OF  BUDGET  ESTIMATES 


1.   SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  an  appropriation  of  $3.1  billion  for  1994  to  provide  modernization 
funds  to  Public  Housing  Agencies  (PHAs)  and  Indian  Housing  Authorities  (IHAs).   This  funding 
request  has  six  components.   The  first,  $2,893.6  million  provides  Modernization  funds  under  the 
Comprehensive  Grant  Program  (CGP)  and  the  Comprehensive  Inqjrovement  Assistance  Program  (CIAP)  to 
PHAs  and  IHAs  for  the  physical  and  management  improvements  of  existing  public  and  Indian  housing 
developments.   Second,  $50  million  for  the  Choice  in  Management  program  for  the  rehabilitation  of 
buildings  where  residents  or  resident  associations  have  petitioned  and  received  approval  from  HUD 
for  alternative  management.   Third,  $124  million  for  the  Vacancy  Reduction  Program  which  analyzes 
the  causes  of  vacancies  and  to  repair  vacant  units  in  high  vacancy  (twice  the  national  average) 
PHAs,  as  authorized  in  Section  14  (p)(5)  of  the  U.S.  Housing  Act  of  1937,  as  amended  by  the 
Housing  and  Community  Development  (HCD)  Act  of  1992.   Fourth,  $10  million  for  professional  Lead- 
Based  Paint  (LBP)  ris)c  assessments.   Fifth,  continued  support  for  up  to  $10  million  to  provide 
training  and  technical  assistance  to  Resident  Management  Corporations  and  resident  councils  to 
develop  resident  management  capability  as  authorized  in  Section  20(f)  of  the  U.S.  Housing  Act  of 
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1937 f  as  amended.   Sixth,  up  to  four-tenths  of  one  percent  of  Modernization  funds,  or  up  to 
$12.4  million  to  fund  contracts  for  the  inspection  of  modernized  units,  providing 
management/technical  asBistance  to  PHAs/IHAs  and  providing  a  resource  of  emergency  response 
actions  ranging  from  intervention/technical  assistance  teams  and  housing  authority  takeovers. 

The  President  is  committed  to  improving  the  provision  of  public  and  Indian  housing.   A 
priority  of  the  Department  is  to  work  in  mutual  cooperation  with  PHAs/IHAs  to  fully  utilize 
modernization  funds  in  iinproving  the  conditions  in  public  and  Indian  housing.   Acceleration  of 
the  utilization  of  Modernization  funds  is  a  key  component  facilitating  the  national  economic 
recovery.   This  initiative  will  enable  PHAs/IHAs  to  expedite  the  obligation  and  expenditure  of 
Comprehensive  Grant  funds.   Program  procedures  have  been  developed  and  issued  that  revised  and 
accelerated  the  receipt  of  1993  CGP  funds  for  PHAs/IHAs.   The  pipeline  of  unobligated 
modernization  funds  from  past  fiscal  years  is  also  being  analyzed  for  acceleration  of  obligationB 
and  expenditures. 

Funding  for  the  Modernization  Program  and  related  activities  is  included  in  the  'Annual 
Contributions  for  Assisted  Housing"  appropriation. 

2.   CHANGES  FROM  1992  ESTIMATES  IM  THE  1993  BUDGET 

A  comparison  of  fiscal  year  1992  actual  data  with  estimates  included  in  the  fiscal  year 
1993  Budget  follows i 

FISCAL  YEAR  1992 


In  1993 
Budget       Actual         Difference 


Budget  Authority  (Appropriation > ! 

Total  Available $2,800,97S   $2,673,961  -$2,673 

Use  of  Budget  Authoritvt 2,673,960    2,580,642  -93,318 

The  1992  budget  authority  is  based  on  the  availability  of  $2,674  million  for 
Modernization  activities,  though  the  actual  amount  appropriated  was  $2,801  million.   The 
reduction  was  the  consequence  of  a  proportionate  reduction  in  budget  authority  made  in  the  Annual 
Contributions  account.   This  is  due  to  a  shortfall  in  Section  8  budget  authority  recaptures 
anticipated  from  conversions  of  pipeline  Section  202  loan  projects  to  the  new  Capital  Grants 
program.   Of  the  $2,674  million  available,  $2,S81  million  was  reserved  and  $93  million  carried 
over  into  1993. 

3.   CHANGES  FROM  1993  BUDGET  ESTIMATES 

FISCAL  YEAR  1993 


In  1993 
Budget       Actual         Difference 


Budget  Authority  (Appropriation); 

Total  Available $2,291,7S0   $3,100,000  '»$80a,250 

Use  of  Budget  Authority i 2,291,750    3,193,31Ba/         +901,568 

a/   Includes  1992  carryover.   Excludes  transfer  of  $100  million  provided  in  the  Dire 
Emergency  Supplemental. 

A  total  of  $2,292  million  was  requested  in  1993  for  the  modernization  of  existing 
Public  and  Indian  Housing  projects  and  management  improvements.   In  1993,  a  total  of 
$3,193  million,  including  a  carryover  of  $93  million,  is  available  for  the  program.   An 
additional  $100  million  was  provided  in  the  Dire  Emergency  Supplemental  Appropriations  Act  for 
assistance  to  hurricane  victims.   Legislation  is  proposed  to  transfer  this  amount  to  HOME 
($60  million)  and  Community  Development  Block  Grants  ($40  million)  for  assistance  in  disaster 
areas.   The  total  also  Includes  $50  million  for  the  Choice  in  Management  initiative  which  is 
discussed  in  the  program  description  section  of  this  justification.   A  major  new  initiative 
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within  Hodernization  is  the  Vacancy  Reduction  program.   The  amount  available  for  Vacancy 
Reduction  is  $124  million.   Included  within  Hodernization  is  $12.4  million  for  PHA/IHA  inspection 
of  modernization  and  technical  assistance,  also  requested  in  the  1993  Budget.   In  line  with  the 
budget  request,  the  Resident  Management  Program  was  funded  for  another  year  in  1993  at  $4.7 
million.   'Take  the  Boards  Off,*  requested  at  $191.75  million,  and  the  "Meed  and  Seed*  initiative 
for  $20  million  were  not  authorized. 

EXPLANATION  OF  INCREASES  AMD  DECREASES 

A  total  of  $3,100  million  is  being  requested  for  1994  under  the  Annual  Contributions  for 
Assisted  Housing  account. 

Funds  will  continue  to  be  allocated  in  1994  under  both  the  new  Comprehensive  Grant  Program 
(CGP)  and  under  the  Comprehensive  Improvement  Assistance  Program  (CIAP).   In  1993,  funds  are 
being  allocated  by  formula  under  the  CGP  for  PHAs/IHAs  with  250  or  more  units  and  by  competition 
under  a  revised  CIAP  for  PHAs/IHAs  with  fewer  than  250  units.   Of  the  total  funds  requested  for 
modernization,  approximately  $2,894  million  will  be  provided  for  CGP  and  CIAP. 

Included  in  the  budget  is  $124  million  for  the  Vacancy  Reduction  Program,  authorized  by  the 
HCD  Act  of  1992,  which  provides  funding  for  the  analysis  of  the  causes  of  vacancies  through 
assessment  teams  and  implementation  grants  to  address  high  vacancy  rates  in  some  PHAs.   Funding 
will  also  be  used  for  this  initiative  during  fiscal  year  1993. 

The  $50  million  for  'Choice  in  Management*  will  fund  an  initiative  that  enables  residents  of 
a  troubled  PHA  to  vote  to  have  their  development  transferred  to  private  management  or  ownership 
by  a  private-nonprofit,  a  city  or  the  State. 

Up  to  $12.4  million  is  requested  to  fund,  or  four-tenths  of  one  percent  of  total  funds 
requested  for  the  second  year,  the  inspection  of  units  undergoing  modernization  and  for  PHA/IHA 
Technical  Assistance.   The  scope  of  the  assistance  will  be  broadened  in  1994,  as  explained  more 
fully  in  the  Program  Description  section. 

The  Budget  proposes  $10  million  for  the  Lead  Based  Paint  Risk  Assessment  program  in  fiscal 
year  1994.   This  program  was  initially  funded  in  fiscal  year  1992  at  $23.8  million,  with 
carryover  funds  of  approximately  $14  million  for  fiscal  year  1993. 

Also  $10  million  is  requested  to  continue  the  provision  of  the  Resident  Management  Training 
and  Technical  Assistance,  an  increase  of  $5.25  million  over  fiscal  year  1993.   The  program  will 
be  expanded  to  include  job  trainin''  and  other  self-suff iciency/eiqx>werment  activities. 

PROGRAM  DESCRIPTION 

Public  and  Indian  Housing  modernization  is  performed  pursuant  to  Section  14  of  the  United 
States  Housing  Act  of  1937,  as  amended.   Hodernization  funds  enable  PHAs  and  IHAs  to 
correct  the  physical  condition  and  upgrade  the  management  and  operation  of  existing  Public  and 
Indian  Bousing  developments.   This  may  involve  alterations,  demolition  or  rehabilitation  of 
existing  structures,  replacement  of  nonexpendable  equipment  and  improving  the  management  and 
operation  of  such  projects.   In  addition,  Hodernization  funds  are  used  to  provide  technical 
assistance  to  Resident  Hanagement  Corporations  (RMCs)  and  to  resident  councils  as  authorized  by 
Section  20(f)  of  the  U.S.  Housing  Act  of  1937,  as  amended.   The  modernization  appropriation  will 
continue  to  be  the  main  source  of  PHA/IHA  funding  for  Lead-Based  Paint  (LBP)  activities  and  for 
technical  assistance.   Further,  two  recent  new  initiatives  funded  from  Hodernization  include 
Choice  in  Management  and  the  Vacancy  Reduction  Program. 

A  description  of  each  program  to  be  funded  from  the  Modernization  appropriation  in  1994 
follows. 

1.   Comprehensive  Grant  Program.   The  CGP  funds  will  be  available  through  a  non-competitive 
formula  distribution  to  PHAs/IHAs  with  250  or  more  dwelling  units  in  management.   The  CGP  will 
provide  modernization  assistance  on  a  more  predictable  basis  than  under  the  CIAP.   This  method 
permits  PHAs/IHAs  with  250  or  more  dwelling  units  under  management  to  have  much  more  discretion 
to  plan  and  carry  out  modernization  activities.   This  promotes  increased  opportunities  and 
incentives  for  more  efficient  managonent,  and  significantly  simplifies  the  provision  of  Federal 
assistance. 
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2.  Comprehensive  Improvement  Assistance  Program.   ClAP  funds  continue  to  be  provided  on  an 
annual  competitive  application  basis  to  PHAs/IHAs  with  less  than  250  dwelling  units  in 
management.   Eligible  costs  include  funding  of  physical  improvements  such  as  alterations, 
betterments,  replacements,  lead-based  paint  testing  and  eibatement,  non-routine  maintenance  and 
detoolition  as  well  as  management  improvements.   Eligible  management  improvements  include  program 
management,  finance  and  accounting  systems,  management  information  systems,  staffing,  resident 
programs  and  services,  resident  and  project  security,  resident  selection  and  eviction,  occupancy, 
rent  collection,  and  energy  conservation.   HUD  will  award  funds  on  the  basis  of  need,  capability 
and  other  program  factors. 

3.  Choice  In  Hanaqement.   Residents  in  developments  of  troubled  PHAs  will  be  permitted  to 
choose  alternative  management  for  their  development.   The  public/private  manager  would  receive 
the  formula-based  modernization  and  operating  subsidies  for  the  development  directly  from  HUD  and 
tK>uld  continue  to  maintain  the  development  with  the  same  income  targeting  and  rent  rules  as 
public  housing.   Funds  under  this  set-aside  would  be  awarded  competitively  for  the  purpose  of 
modernization  to  a  small  number  of  developments  with  an  existing  backlog  of  unfunded 
modernization  needs. 

4.   Resident  Management  Assistance.   Public  and  Indian  Housing  modernization  funds  also  are 
used  to  provide  technical  assistance  and  training  to  Resident  Management  Corporations  and/or 
Resident  Councils  in  order  to  develop  resident  management  capability  and  to  assist  in  the 
revitalization  of  inner  cities.   This  funding  is  authorized  by  Section  20(f)  of  the  U.S.  Housing 
Act  of  1937,  as  amended.   Activities  include  organizational  formation,  the  development  of 
management  capability  at  newly  formed  or  existing  organizations,  the  identification  of  the  social 
support  needs  of  the  residents  and  securing  such  support,  and  the  development  of  business 
enterprises.   The  scope  of  the  program  would  be  expanded  to  focus  not  only  on  training  for 
resident  management  but  also  capacity-building  for  resident  organizations,  job  training; 
development  of  resident  bubinesses  related  to  public  housing  operations,  modernization  or 
development;  and  economic  self-sufficiency.   These  resident  self-help  initiatives  are  proven  to 
be  effective  in  facilitating  upward  mobility  and  in  improving  the  conditions  of  the  housing 
developments,  especially  security  and  maintenance. 

S.   PHA/IHA  Technical  Activities.   Up  to  four-tenths  of  one  percent  of  the  Modernization 
funds  will  be  used  as  a  source  of  funding  fori 

Inspections  -  Contracts  would  be  entered  into  for  inspections  of  modernization 
activities  and  physical  and  management  inprovenents .   Inspectors  would  be  required  to 
examine  the  physical  rehabilitation  work  in  relation  to  the  contract  requirements 
during  these  visits. 

Expert  Technical  Assistance  -  To  address  management  deficiencies,  contracts  would  be 
awarded  for  in-depth  reviews  of  targeted  housing  authorities  and  recommendations  on 
management  and  technical  improvements.   The  contractors  would  work  with  housing 
authorities  to  diagnose  problems,  develop  systems  and/or  imptovB   major  functional  areas 
such  as  maintenance,  procurement  or  financial  management.   Areas  of  weakness  identified 
by  the  Public  Housing  Management  Assessment  Program  (PHMAP)  evaluation,  IG  reports  or 
monitoring  reviews  may  be  addressed  with  this  Technical  Assistance  funding. 

Baergency  Response  Resource  -  Contracts  would  be  awarded  to  provide  the  Secretary  with 
readily  available  expert  resources  to  conduct  emergency  actions  as  necessary,  including 
sending  teams  of  experts  to  housing  authorities  to  assess  critical  problems  and  resolve 
than,  and  for  intervention  and  takeovers.   In  the  past,  HUD  has  not  had  a  continuing 
resource  base  to  use  in  addressing  emergency  situations  in  housing  authorities  and  has 
had  to  rely  on  ad  hoc  measures  and  available  expertise.   This  would  provide  the 
Secretary  with  the  capability,  through  access  to  highly  skilled,  multidisciplinary 
expert  resources,  to  act  swiftly  in  emergency  situations  with  the  appropriate  array  of 
management,  finance/accounting  and/or  AOP  expertise. 

(•   Vacancy  Reduction  Program.   Section  14  (p)  of  the  U.S.  Housing  Act  1137,  as  amended,  by 
the  BCD  Act  of  19*2  requires  HVD  to  provide  onsite  assessments  of  PHAs  having  high  vacancy  rates 
to  deteiBlne  the  causes  of  the  vacancies,  including  any  management  deficiencies  or  modernisation 
activities,  and  to  esaalne  the  management  performance  of  the  PHA  relating  to  vacancies.   In  1994, 
•0  percent  ol  the  funding  authorized  under  Section  US  of  the  HOD  ACT  of  1992  is  for  conducting 
the  aasessaenta  and  the  funding  of  the  PHA  vacancy  reduction  plans. 
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The  remaining  20  percent  of  the  funding  provided  under  Section  115  is  set  aside  for 
carrying  out  activities  under  Section  6(j)  of  the  U.S  Housing  Act  of  1937.   This  includes  PHAs 
identified  as  troubled  or  mod-troubled  according  to  the  Public  Housing  Management  Assessment 
Program  (PHMAP). 

7.   Lead  Based  Paint  Risk  Assessment*   The  Modernization  program  will  continue  to  be  the 
main  source  of  PHA/IHA  funding  for  Lead  Based  Paint  activities.   The  goal  of  the  risk  assessment, 
which  is  to  include  dust  and  soil  sampling  and  laboratory  analysis,  is  to  enable  a  PHA/IHA  to 
identify  lead  hazards  so  that  ap    :)riate  in-place  management  can  be  implemented  until  testing 
and  abatement  can  be  fully  undertaken.   All  PHAs/IHAs  with  family  developments  constructed  prior 
to  1960  are  eligible. 

PROGRAM  ACTIVITY 

PHAfi  and  IHAs  have  utilized  Modernization  funding  to  significantly  improve  the  lives  of 
public  and  Indian  housing  residents.   A  sampling  of  successful  uses  of  the  funding  followsi 

Yakima,  Washington.   The  Yakima  Housing  Authority  (YHA)  is  located  in  eastern  Washington  in 
an  agricultural  area  with  many  migrant  workers.   Many  of  the  YHA  units  are  located  in  high 
crime  areas.   In  September  1991,  the  Yakima  Housing  Authority  was  approved  for  $1.4  million 
in  CIAP  funds  as  the  first  stage  of  comprehensive  modernization.   The  PHA  and  the  Department 
of  Labor  put  together  an  accredited  apprenticeship  program.   The  apprentices  were  selected 
from  a  labor  pool  made  up  of  YHA  residents.   By  December  1992,  35  units  were  coiq)leted  and  a 
community  center  was  converted  into  a  day  care  center.   The  ^workmanship  of  the  YHA  residents 
was  excellent.   Approximately  14  residents  are  or  have  been  involved  in  the  program.   Since 
the  start  of  the  program,  crime  and  gang  activity  have  dropped  dramatically.   The  1992 
funding  for  stage  two  of  the  development  is  97  percent  obligated  and  five  additional  units 
are  completed. 

Topeka,  Kansas.   The  Deer  Creek  family  housing  development  at  the  Topeka  Housing  Authority 
suffered  from  vandalism,  low  occupancy  and  a  poor  public  image.   CIAP  funds  totalling 
$1.35  million  were  provided  for  rehabilitation  that  included  windows,  kitchen  cabinets  and 
sinks,  doors,  security  screens,  roofs,  sidewalks  and  ground/drainage  improvements.   Public 
Housing  Drug  Elimination  Grant  funds.  Head  Start  and  various  youth  programs  were  introduced 
to  address  social  issues.   The  development  is  now  more  livable,  attractive,  secure,  energy 
efficient  and  easier  to  maintain.   Today  the  development  is  96  percent  occupied,  has  a 
stable  tenancy  and  is  the  site  of  a  PHA-sponsored  painting  training  program  for  public 
housing  residents. 
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mOGBAII  BICHUGHTS 


ACTUAL 
19»2 


BOOGBT  CURRBHT 

■8TIMAR     KHACTKD     BSTIMA'R 
1»93       1991        1993 
(Dollars  In  Thousands) 


BSTINATB 
1994 


laCRBASI  + 

MCRBASB  - 

1994  n   1993 


$165,000 
$1CS,000 


$175,000 


$ltS,000   $175,000 


$328,821 
$175,000 


153.821 
$328,821 


$2C5,000 


$175,000 
90,000 


$265,000 


+$63,821 


4^$90,000 

♦153.821 
$243,821 


Obligations $160,633 

Budget  Authority  I Appropriation I 

Bnactad  or  Proposed $165,000 

Invastaent  Initiative HA 

Carryover  of  1991  Funding.    149,454 

Carryover  of  1992  Funding.   -153.821 

Total  Available $160,633 

Budget  Outlays 
Operating  Subsidy/Annual 

Contributions  a/ $32,473 

Drug  Bliaination  Grants  b/     37,173 

CONPAC MA 

Investaant  Initiative HA 

Total  Outlays $69,646 

*/  Outlays  from  anounts  provided  under  Operating  Subsidies  and  Annual  Contributions  for 

Drug  Blisdnation  Grants  in  fiscal  years  1989  and  1990. 
^/  Outlays  froa  the  Separata  Appropriations  for  Drug  Bliaination  Grants  established  in 

fiscal  year  1991. 

SOMMART  OF  BODGBT  BSTIHATBS 


•  •  • 

MA 

$14, 

,854 

•  •  • 

-$14,854 

182,258 

HA 

210, 

,428 

166,884 

-43,544 

HA 

HA 

HA 

12,250 

+12,250 

HA 

HA 

MA 

6,300 

+6.300 

$182,258 

HA 

$225, 

,282 

$185,434 

-$39,848 

1.   SOMMARY  OF  BODGBT  RBQUBST 

An  appropriation  of  $265  million  is  requested  for  fiscal  year  1994  to  provide  funds  for 
the  new  Coosunlty  Partnerships  Against  Crime  (CONPAC)  program  for  Public  Housing  Agencies  (PRAs), 
and  Indian  Housing  Authorities  (IHAs).   This  includes  $90  million  for  the  President's  Investaent 
Initiative.   CONPAC  will  replace  the  Drug  Blimination  Grants  for  Lo%(-Incoaw  Housing  Prograa.   The 
new  program  will  be  expanded  to  encoat>asa  a  wide  variety  of  crime-reduction,  security 
enhancements  and  other  efforts  to  reduce  violent  crime,  substance  abuse  and  gang-related 
activities  in  public  and  Indian  housing  communities. 


PHAs  and  IHAs  in  small  communities  as  i«ell  as  large  urban  areas  suffer  from  rampant 
crime  and  acts  of  violence  against  residents.   The  increase  in  crime  activity  has  endangered  the 
residents  and  also  contributed  to  the  deterioration  of  the  physical  environaent  resulting  in 
■  substantial  government  espenditurea  to  improve  those  developaents . 

A  discussion  of  the  perforaance  of  the  Drug  Bliaination  for  low-Incoon  Housing  Prograa 
begins  in  Section  4. 
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2.   CHAMGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET  (PROG  ELIMINATION  PROGRAM) 

A  comparison  of  1992  actual  data  with  estimates  included  in  the  1993  Budget  for  the  Drug 
Elimination  program  follows i 

FISCAL  YEAR  1992 


IN  1993 
BUDGET       ACTUAL       DIFFERENCE 
(Dollars  in  Thousands) 


Obligations $314,454      $160,633     -$153,821 

Budget  Authority  (Appropriation) 

Enacted  or  Proposed $165,000  $165,000  ... 

Carryover  of  FY91  Funding 149,454  149,454  ... 

Carryover  of  FY92  Funding ^^_Lii  -153.821  ■H53.821 

Total  Available $314,454  $160,633  -$153,821 

Budget  Outlays 

Annual  Contributions/Operating  Subsidies.  $47,327  $32,473  -$14,854 

Separate  Appropriations 99.477  37. 173  -62.304 

Total  Outlays $146,804  $69,646  -$77,158 

a.  Awarding  of  Funds.   The  first  Youth  Sports  grants  were  awarded  in  fiscal  year 
1992.   The  funding  was  combined  from  fiscal  years  1991  and  1992  to  award  $15.75  million  to  148 
PHAb/IHAb.   An  additional  207  applications  were  eligible  but  not  awarded  grants  due  to  funding 
limitations. 

Drug  Elimination  grants  were  once  again  awarded  in  fiscal  year  1992,  which  was  the 
fourth  consecutive  year  for  the  program.   During  the  fiscal  year  1992  funding  round,  a  record 
number  of  780  PHA/IHA  applications  were  received.   Of  these,  427  awards  were  made. 

The  $10  million  provided  for  the  grants  to  federally  assisted  low-incoroe  housing 
was  carried  over  and  combined  with  the  $10  million  funding  for  fiscal  year  1993.   A  Notice  of 
Funding  Availability  for  this  program  was  published  in  the  Federal  Register  on  January  5,  1993. 

b.  Obligations.   The  fiscal  year  1992  obligations  of  $160.6  million  includes  grant 
activity  from  the  $149.5  million  carryover  of  the  fiscal  year  1991  funding.   Appropriations 
language  delayed  the  availability  of  the  fiscal  year  1991  and  obligations  lagged  until  early  in 
fiscal  year  1992.   Also  included  in  the  obligated  amount  are  the  fiscal  year  1992  Youth  Sports 
and  technical  assistance  grants. 

The  $153.8  million  carryover  of  fiscal  year  1992  funding  into  fiscal  year  1993, 
includes  the  Drug  Elimination  grants  which  were  awarded  and  reserved  late  in  the  fiscal  year. 
The  actual  obligation  of  the  funds  did  not  occur  until  the  beginning  of  fiscal  year  1993.   Also 
included  in  the  carryover  is  the  funding  for  the  federally  assisted  low-income  housing  grant 
program. 

c.  Outlays.   Outlays  for  fiscal  year  1992  are  $14.9  million  lower  for  Operating 
Subsidy/Annual  Contributions,  and  $62.3  million  lower  for  the  separate  Drug  Elimination  account 
than  estimated.   The  Annual  Contributions/Operating  Subsidy  outlays  were  less  than  forecasted  due 
to  slower  outlay  activity  of  the  pre-fiscal  year  1991  program  funding.   The  outlays  for  the 
separate  Drug  Elimination  funding  were  $62.3  million  less  than  forecasted  primarily  due  to  the 
delay  in  the  obligation  of  fiscal  years  1991  and  1992  Drug  Elimination  grants. 
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3.   CHAMGES  FROM  1993  BUDGET  ESTIMATES  I  DRUG  BLIMINATIOH  CRAMTS I 

A  comparison  of  1993  current  estimates  with  projectlonE  Included  in  the  1993  Budget 


follows  I 


FISCAL  YEAR  1993 


IN  1993       CURRENT 
BUDGET      ESTIMATE      DIFFERENCE 
(Dollars  In  Thousands) 


Obliqatlons $165,000       $328,821     +$163,821 

Budget  Authority  (Appropriation) 

Enacted  or  Proposed $165,000  $175,000  +$10,000 

FY  1992  Carryover ____i.ij.  153,821  +153,821 

Total  Available $165,000  $328,821  +$163,821 

Budget  Outlays 

Operating  Subsidy/Annual  Contributions...  ...  $14,854  +$14,854 

Separate  Appropriations $182,258  210,428  +28, 170 

Total  Outlays $182,258  $225,282  +$43,024 

The  fiscal  year  1993  appropriation  provides  $175  million  for  the  Drug  Elimination  Grants 
program  which  is  $10  million  more  than  requested.  Of  the  $175  million,  $165  million  is  for 
PHA/IHA  drug  elimination  grants  and  activities,  and  $10  million  Is  for  grants  to  federally 
assisted  low-income  housing.   The  fiscal  year  1992  carryover  of  $153.8  million  also  is  reflected 
in  the  fiscal  year  1993  current  estimate. 

The  fiscal  year  1993  outlay  estimate  is  increased  by  $28.2  million  to  $210.4  million 
(for  the  separate  appropriation)  primarily  due  tot   (1)  the  impact  of  the  carryover  of  prior  year 
grant  activity  and  (2)  the  Increased  fiscal  year  1993  appropriation  of  $10  million.   There  is 
also  an  upward  adjustment  of  $14.8  million  in  fiscal  year  1993  outlays  associated  with  prior-year 
funding  made  available  under  the  Annual  Contribution8/(^peratlng  Subsidy  account  due  to  slower 
than  expected  outlay  activity  in  fiscal  year  1992.   These  outlays  are  now  expected  to  occur  in 
1993. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

A  total  of  $265  million  is  being  requested  in  1994  for  a  new  anti-crime  program — Community 
Partnerships  Against  Crime.   This  total  includes  $90  million  which  is  part  of  the  President's 
Investment  Initiative. 

The  new  proposal  represents  a  much  broader  approach  than  the  current  Drug  Elimination  Grants 
program  and  will  address  a  wider  range  of  crime  prevention  and  drug  elimination  activities  in  a 
more  comprehensive  manner. 

DRUG  ELIMINATION  GRANTS  PROGRAM  ACCOMPLISHMENTS 

The  success  of  the  Drug  Elimination  and  Youth  Sports  programs  is  the  impetus  for  HUD  to 
expand  the  scope  of  the  program  establishing  COMPAC.   Since  the  inception  of  the  Drug  Elimination 
program  in  fiscal  year  1989,  a  total  of  1,278  PHAs/IHAs  have  been  awarded  grants.   PHAs/IHAs  in 
all  ten  HUD  regions  report  a  reduction  in  criminal  activity  since  receiving  the  funding.  A 
discussion  of  a  few  of  the  more  successful  grants  followi 

a.   Dade  County,  Florida  -  Dade  County's  Department  of  Housing  and  Development  was  awarded 
$1.63  million  In  drug  elimination  grant  funds  in  fiscal  year  1992.   The  Department  uses 
a  comprehensive  approach  to  drug  elimination  that  involves  law  enforcement,  site 
security  improvements,  youth  intervention/prevention  activities  and  case  management 
referrals.   Dade  County  had  also  been  funded  in  previous  years.   Since  the  inception  of 
Dade  County's  all-encompassing  drug  elimination  program,  over  3,100  arrests  were  made  in 
or  near  public  housing  conmunlties.   In  addition,  drug  and  firearm  seizures  Increased 
dramatically.   A  recent  survey  of  residents  indicates  that  they  believe  the  elevated 
police  presence  along  with  drug  prevention  and  Intervention  activities,  have  increased 
their  personal  security,  providing  a  safer  and  Improved  housing  community. 
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b.  Chicago,  Illinois  -  In  fiscal  year  1992,  the  Chicago  Housing  Authority  received  federal 
drug  elimination  grant  funding  in  the  amount  of  S5.9  million.   The  funding  was  awarded 
to  continue  the  Authority's  Anti-Drug  Initiative,  which  began  with  the  fiscal  years  1990 
and  1991  drug  elimination  grant  funding.   During  this  period,  the  Anti-Drug  Initiative 
was  responsible  for  securing  ten  of  Chicago's  most  distressed  public  housing  buildings. 
The  fiscal  year  1992  funding  will  target  six  of  these  housing  communities  with  the  most 
prominent  crime  and  drug  problems .   The  grant  funds  are  targeted  towards  the  employment 
of  100  security  officers,  physical  improvements  to  enhance  security,  along  with  crucial 
drug  prevention,  intervention  and  treatment  programs.   In  one  of  the  developments  funded 
from  a  past-year  grant,  the  number  of  violent  crimes  have  decreased  from  761  in  1990  to 
merely  11  during  the  5-roonth  period  analyzed  in  1992.   Many  of  the  other  developments 
have  also  observed  a  decrease  in  the  amount  of  criminal  activity  since  the  onset  of  the 
PHA's  Anti-Drug  Initiative  program. 

c.  Vlneland,  New  Jersey  -  The  Housing  Authority  of  the  City  of  Vineland  received  $250,000 
in  drug  elimination  grant  funding  in  fiscal  year.  1992.   This  funding  is  a  continuation 
of  the  fiscal  year  1990  and  1991  drug  elimination  grants.   A  key  component  of  this 
program  will  be  to  expand  local  police  patrols  to  two  targeted  areas.   The  increased 
police  surveillance  and  patrolling  made  possible  by  the  grants  in  the  areas  previously 
funded  was  highly  successful  in  forcing  the  drug  dealers  out  of  the  public  housing 
sites,  thereby  reducing  the  crime  rate.   Voluntary  tenant  patrols,  physical  improvements 
to  enhance  security,  a  youth  gang  intervention  project  and  the  employment  of  a  drug- 
related  crime  Investigator  are  programs  and  strategies  that  have  been  implemented  with 
the  funding.   According  to  local  police  statistics,  there  was  a  56  percent  reduction  in 
the  incidence  of  narcotic  possession/sales  from  1990-1991.   Drug-related  crimes  were 
reduced  by  81  percent  during  that  same  period  and  since  the  Inception  of  the  program. 

d.  Trenton,  Horth  Dakota  -  The  Trenton  Indian  Housing  Center  was  awarded  $52,641  from  the 
drug  elimination  grant  program.  Trenton  lacks  services  in  the  area  of  youth  and 
substance  abuse  prevention/education.  The  drug  elimination  grant  allows  the  community 
to  establish  substance  abuse  prevention  services,  youth  activities,  educational  programs 
and  referral  services  for  youth  involved  in  substance  abuse.  A  prevention  coordinator 
will  be  hired  to  oversee  the  entire  drug  prevention  program  and  a  youth  center  will  be 
instituted. 

e.  Cincinnati,  Ohio  -  In  1992  the  Cincinnati  Metropolitan  Housing  Authority  was  awarded 
$125,000  to  implement  and  coordinate  the  Community  Athletic  Consortium  for  drug 
elimination.   The  program  targets  public  housing  communities  which  have  multiple  drug 
risk  factors  and  high  morbidity  trends  at  the  individual,  family  and  environmental 
levels.   Since  implementation,  the  participation  level  within  the  program  has  risen  to 
over  7,000  youths. 

PROGRAM  DESCRIPTION  (COMPAQ 

Local  officials,  housing  authorities  and  HUD  share  the  responsibility  of  providing  safe  and 
decent  housing  for  residents.   Communities  in  many  areas  suffer  from  rampant  crime  which  may 
Include  gangs  or  drug  dealers  imposing  fear  in  the  dally  lives  of  those  public  and  Indian  housing 
residents.   COHPAC  will  focus  on  organizing  housing  authorities,  residents  and  police  as  a 
community  force  in  the  development  of  comprehensive  plans  to  counter  crime. 

Historically,  PHAs  and  IHAs  have  utilized  various  program  funding  sources  to  combat  crime. 
Since  1990,  the  Drug  Elimination  Grant  (DEG)  program  has  been  the  primary  funding  source  focusing 
on  drug  eradication  with  much  success.   PHAs  and  IHAs  have  also  used  funding  from  the 
Modernization  and  Operating  Subsidy  programs  towards  anti-crime  expenditures.   In  fiscal  year 
1991,  these  three  programs  provided  $300  million  for  anti-crime  initiatives  which  is  the  basis 
for  the  fiscal  year  1994  COMPAC  funding  request. 

Instead  of  the  current  fragmented  approach,  COMPAC  will  be  the  comprehensive  program  that 
confronts  crime  in  public  and  Indian  housing.   The  Drug  Elimination  Grant  program  would  be 
assumed  within  COMPAC  and  PHAs/IHAs  would  no  longer  have  to  divert  Operating  Subsidy  and 
Modernization  funding  from  crucial  operating  and  maintenance  needs. 

The  program:   (1)  targets  resources  to  the  greatest  assessed  need;  (2)  is  flexible  enough  to 
respond  to  the  circumstances  In  each  community;  (3)  provides  a  cost-effective  funding  option;  and 
(4)  sets  standards  for  enforcement  which  establish,  define  and/or  clarify  the  roles  of  local 
officials,  enforcement  personnel,  housing  authorities  and  residents. 
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Of  the  $265  million  requested  for  fiscal  year  1994,  $25S  million  will  be  targeted  to  PHA/IHA 
grants.   In  addition,  $10  million  would  be  made  available  to  HUD  fori   (1)  develojment  of  a 
program  assessment  tool  and  (2)  technical  assistance,  training  and  information  dissemination. 

A  description  of  these  activities  follows! 

a.   CX)MPAC  Grants  I   $2SS  million 

Funds  would  be  allocated  by  formula  to  local  agencies  where  crime  problems  are  not 
severe  and  would  be  distributed  to  other  agencies  on  a  competitive  basis. 

Funding  will  be  provided  to  focus  on  the  following  activity  areas: 

•  Enforcement  Support  would  be  expanded  through  the  reimbursement  of  local  law 
enforcement  agencies,  additional  security  and  protective  services.   Contracts  would 
be  negotiated  at  the  local  level  among  city  officials,  police  departments,  housing 
authorities,  security  staff  and  residents  for  the  provision  of  enforcement  and 
security  services.   All  enforcement/security  personnel  must  meet  minimum  training, 
licensing  and  certification  standards. 

•  Community  Policing  has  been  an  effective  tactic  in  gaining  control  in  crime-ridden 
neighborhoods.   The  provision  of  police  officers  to  specific  neighborhoods  on  a 
consistent  basis  builds  relationships  with  residents  thereby  increasing  information 
exchange  which  deters  and  prevents  crime.   Foot  or  bicycle  patrols,  police 
substations  in  public  housing,  coimunity  relations  officers  and  other  techniques 
which  put  the  officer  in  more  direct  contact  with  the  community  have  demonstrated 
results  in  reducing  crime  statistics. 

•  Crime  Prevention  efforts  will  include  residents  as  the  focal  point  of  services  and 
as  participants  in  crime  solutions.   Activities  may  include  resident  patrols, 
neighborhood  watches  or  other  crime  prevention  efforts.   Efforts  would  be  made  for 
the  training  and  employment  of  residents  in  appropriate  enforcement  and  prevention 
activities. 

•  Youth  Initiatives  will  recognize  youth  as  an  essential  resource  in  solving 
conmunity  problems.   Their  enlistment  can  in  itself  be  good  prevention  progranming. 
Youth  can  be  coaches  in  recreational  programs,  peer  mentors  and  leaders  in 
community  solution  action  planning.   More  eiq>hasis  will  be  placed  on  training, 
education,  recreation,  career  planning,  employment,  substance  abuse  education  and 
prevention.   Youth  programming  should  provide  the  opportunities,  skills  and 
information  needed  for  youth  to  make  appropriate  life  style  choices  and  offer  a 
deterrence  to  gang  activity. 

•  Resident  Services  Programs  provide  comprehensive  resident  services  to  effectively 
intervene  and  prevent  crime  activities  in  public  housing  populations.   Services  may 
include  job  training,  educational  programs,  treatment  or  other  appropriate  social 
services  which  address  the  contributing  factors  of  crime.   Services  should  include 
substantial  resident  participation  in  jobs  created  by  the  Department's  $5  billion 
capital  improvement  program. 

•  Management  Activities  will  be  allowable,  up  to  25  percent  of  the  grant,  for 
improved  lease  enforcement  (including  expanded  legal  staff  to  take  cases  to  court), 
upgraded  management  presence  on-site  (especially  nights  and  weekends),  additional 
maintenance  presence,  and  vacancy  reduction  efforts. 

•  Physical  Security  Hardware  costs  such  as  surveillance  systems  %«ould  be  allowable  up 
to  15  percent  of  the  grant. 
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b.  Aesessroent  and  Evaluation;   $5  million 

A  standardized  aBsesBnent  tool  would  be  developed  bb  a  baBeline  measure  to  determine 
need  and  measure  performance*   A  computerized  system  would  be  developed  to  aBsist  grantees  in 
conducting  the  aBsessment.   Grantees  would  provide  this  information  during  the  application 
process  and  the  data  would  be  down  loaded  into  a  national  data  base.   The  assessment  would 
include  such  factors  asi 

•  crime  figures  such  as  calls  for  service,  arrest  records,  officer  coo^laints  and 
other  appropriate  data; 

•  collection  of  management  indicators  which  may  be  used  to  track  security  iapact 
(vacancy  rates,  vandalism  costs,  insurance  application  data,  etc.); 

•  on-site  reviews  to  observe  crime  activities  and  to  document  what  types  of  variables 
are  contributing  to  crime;  how  and  when  are  crimee  conmitted;  who  is  committing  the 
offenseB;  and  the  inqiact  of  crime  activity  on  resident  safety;  and 

•  surveys  to  document  the  residents  and  surrounding  community  members  perception  of 
the  crime  problem. 

c.  Technical  AssiBtance,  Training  and  Clearinghouse;   $5  million. 

The  role  of  HUD  is  to  provide  support  which  fosters  creativity  and  reinforces  success. 
Support  services  should  include  technical  asBistance,  training,  and  clearinghouse  information 
dissemination  and  evaluation.   Services  to  be  provided  will  include; 

•  responding  to  applications  from  housing  authorities,  resident  groups  and  other 
local  agencies  for  technical  assistance,  matching  applicants  with  consultants  and 
monitoring  consultant  progress; 

•  developing  and  delivering  regional  training  programs  to  inprove  methods  and 
techniques  used  to  address  crime  in  public  housing; 

•  providing  clearinghouse  information  services  to  share  and  promote  effective 
programs; 

•  drafting  model  contracts  between  housing  authorities,  police  departments,  security 
contractors,  and  residents  for  the  provisions  of  enforcement  services;  and 

•  ensuring  that  local  entities  discharge  the  obligations  of  the  Cooperative  Agreement 
by  providing  comparable  Bervices  to  the  residents. 
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SEVERELY  DISTRESSED  PUBLIC  HOUSING 


PROGRAM  HIGHLIGHTS. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIHATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993  a/ 

1993 

1994 

1994  V6  1993 

(DollarB  In  ThouBands) 


Program  Level i 

Appropriation HA         NA    $300,000   $300,000    5483,240     +S183,240 

Reservations HA         HA     300,000    300,000     483,240      +183,240 

Obligations HA         HA     300,000        ...     783,240b/     +783,240 

Budget  Outlays "A         NA         ...         NA     30,000       +30,000 

b/  Funding  was  appropriated  for  1-year.   Consequently,  it  was  assumed  that  the  funds  would 

be  reserved  and  obligated  in  fiscal  year  1993. 
b/   Includes  S300  million  proposed  to  be  transferred  from  1993  unobligated  balances  in  the 

HOPE  account. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  requests  a  total  of  $483.2  million  for  the  Severely  Distressed  Public  Housing 
program  for  1994.   Funding  ($300  million)  was  provided  for  this  activity  in  fiscal  year  1993 
within  the  appropriation  for  Homeownership  and  Opportunities  for  People  Everywhere  (HOPE) 
program.   For  1994,  the  Department  is  proposing  a  separate  appropriation  for  the  program. 

Supplemental  1993  appropriations  language  is  proposed  which  would  extend  the  1-year 
availability  of  the  funding  appropriated  within  HOPE  to  facilitate  program  administration. 
Language  is  proposed  for  1994  which  would  transfer  the  1993  balances  to  the  new  program.   In 
addition,  the  Department  plans  to  propose  an  amendment  to  Section  24  of  the  Housing  Act  of  1937, 
as  amended,  so  that  the  fiscal  year  1994  program  can  be  operated  under  procedures  which  combine 
features  of  the  fiscal  year  1993  program  with  provisions  of  the  current  Section  24. 

2.  1993  BUDGET  PROGRAM 

The  1993  Appropriations  Act  established  and  provided  $300  million  for  a  program  for 
severely  distressed  public  housing.   The  demonstration  program,  which  includes  funding  for 
planning,  reconstruction,  rehabilitation,  demolition  and  replacement  as  well  as  for  supportive 
services,  job  training,  and  community  service,  is  a  one-stop  shop  for  developments  characterized 
by  families  in  distress,  high  incidence  of  serious  crime,  management  problems,  and  severe 
physical  deterioration.   The  National  Commission  on  Severely  Distressed  Public  Housing  estimated 
86,000  units  to  have  these  characteristics.   Preliminary  program  design  and  planning  and  draft 
regulations  will  be  developed  during  1993.   The  funds  appropriated  for  and  reserved  in  1993  are 
proposed  for  transfer  to  the  separate  account  and  obligated  in  1994.   The  Notice  of  Fund 
Availability  has  been  issued  and  awards  of  planning  and  implementation  grants  will  be  announced 
by  September  30,  1993. 

PROGRAM  DESCRIPTION 

The  fiscal  year  1994  program  will  be  operated  under  Section  24  of  the  Housing  Act  of  1937, 
as  amended  by  legislation  to  be  proposed  this  year.   Section  24  authorizes  the  Department  to  malce 
planning  grants  to  develop  revitalization  programs  for  severely  distressed  public  housing,  and 
implementation  grants  to  carry  out  such  programs.   The  Severely  Distressed  Public  Housing  program 
is  expected  to  be  used  primarily  to  assist  very  large  developments  with  substantial 
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rehabilitation  needs,  including  a  need  for  fundamental  redesign  of  the  development,  demolition  or 
disposition  of  some  or  all  of  the  units,  extensive  unit  reconfiguration,  and/or  major 
modifications  to  ensure  greater  resident  security.   Although  such  activity  is  also  eligible  under 
the  ClAP  and  CGP  components  of  the  Modernization  program,  it  is  usually  not  funded  under  these 
programs  because  of  the  extensive  cost  per  unit  and  the  limited  amount  of  funding  compared  to  the 
need  in  the  Hodernization  Program. 

As  currently  written,  Section  24  provides  the  following i 

1.  Severely  Distressed  Public  Housing  is  defined  as  a  public  housing  project  thati 

a.  requires  major  redesign,  reconstruction  or  redevelopment,  or  partial  or  total 
demolition,  to  correct  serious  deficiencies  in  the  original  design  (including  appropriately  high 
population  density),  deferred  maintenance,  physical  deterioration  or  obsolescence  of  major 
systems  and  other  deficiencies  in  the  physical  plant  of  the  project; 

b.  is  occupied  predominantly  by  families  with  children  who  are  in  a  severe  state  of 
distress,  characterized  by  such  factors  as  high  rates  of  unemployment,  teenage  pregnancy,  single- 
parent  households,  long-term  dependency  on  public  assistance  and  minimal  educational  achievement; 

c.  is  in  a  location  for  recurrent  vandalism  and  criminal  activity  (including  drug- 
related  criminal  activity);  and 

d.  cannot  remedy  the  elements  of  distress  specified  in:   (a)  through  (c)  by  assistance 
under  other  programs,  such  as  the  programs  under  section  9  or  section  14,  or  through  other 
administrative  means;  or  that: 

1.  is  owned  by  a  public  housing  agency  designated  as  troubled  pursuant  to  section 
6(j)(2»; 

2.  has  a  vacancy  rate,  as  determined  by  the  Secretary,  of  SO  percent  or  more, 
unless  the  project  or  building  is  vacant  because  it  is  awaiting  rehabilitation 
under  a  modernization  program  under  section  14;  that 

a.  has  been  approved  and  funded; 

b.  as  determined  by  the  Secretary,  is  on  schedule  and  is  expected  to  result  in 
full  occupancy  of  the  project  or  building  upon  completion  of  the  program; 
and 

c.  in  the  case  of  individual  buildings,  the  building  is,  in  the  Secretary's 
determination,  sufficiently  separable  from  the  remainder  of  the  project  to 
malce  use  of  the  building  feasible  for  purposes  of  this  subtitle. 

2.  Planning  grants,  as  in  the  1993  program,  may  be  used  for  studies  of  options  for  the 
revitalization  of  the  developments,  technical  and  organizational  support  to  ensure  resident 
involvement  in  planning  and  implementation,  worlcshops  to  ascertain  the  concerns  of  the 
neighboring  community,  preliminary  architectural  and  engineering  work,  planning  for  economic 
development,  job  training  and  self-sufficiency  activities,  design  of  a  replacement  housing  plan 
where  partial  or  total  demolition  is  considered,  planning  for  management  improvements,  and 
preparation  of  an  application  for  an  implementation  grant.   In  addition.  Section  24  permits 
planning  grants  to  be  used  for  improvements,  including  security  investments,  to  stabilize  the 
development  during  the  planning  stages. 

3.  Implementation  grants  may  be  used  for  a  wide  variety  of  activities,  including  but  not 
limited  to  architectural  and  engineering  work,  redesign,  reconstruction,  or  redevelopment  of  the 
development,  administrative  costs,  temporary  relocation,  legal  fees,  economic  development 
activities,  management  improvements,  transitional  security  activities,  and  support  services,  all 
of  which  are  also  eligible  under  the  demonstration. 

The  Department  plans  to  offer  an  amendment  to  Section  24  which  will  revise  the  statutory 
language  described  above  prior  to  the  operation  of  the  fiscal  year  1994  program.   The  revisions 
will  be  based  on  recommendations  of  the  Commission  on  Severely  Distressed  Public  Housing  and  the 
experience  of  developing  the  current  demonstration  in  close  cooperation  with  the  public  housing 
interest  groups  and  resident  organizations. 
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PAYMENTS  FOR  OPERATION  OF  LOH- INCOME  HOUSING  PROJECTS 
(Public  and  Indian  Housing  Operating  Subsidies) 


PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  > 

ACTUAL    ESTIMATE     ENACTED     ESTIMATE  ESTIMATE     DECREASE  - 
1992       1993       1993        1993       1994      1994  vs  1993 
(Dollars  in  Thousands) 

Program  Level 

PHA/IHA-owned  units  under 
management,  end  of  year.  1,390,804   1,391,271         HA    1,387,494    1,386,387       -1,107 

Budget  Authority  (Appropriation) 

Enacted  or  Proposed $2,4S0,000  $2,282,436  $2,282,436   $2,282,436    $2,S20,808    +$238,372 

Unobligated  balance  from 

prior  year 59,208        HA  HA  M  MA  NA 

Recovery  of  prior  year 

obligation 9,795        ...         ...  ...  ...  ... 

Supplemental  Pursuant  to 

P.L.  102-368 (250.0001   NA  NA      250.000    HA      -250.000 

Total  available $2,519,004  $2,282,436  $2,282,436  $2,532,436  $2,520,808  -$11,626 

Obligations $2,266,934  $2,282,436      NA  $2,532,436  $2,520,808  -$11,628 

Budget  Outlays $2,162,451  $2,270,942      NA  $2,406,084  $2,528,881  +$122,997 

NA  -  Not  Applicable. 

SUMMARY  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

An  appropriation  of  $2,520,808  thousand  is  requested  for  fiscal  year  1994  for  the 
payment  of  operating  subsidies  to  Public  Housing  Agencies  (PHAs)  and  Indian  Housing  Authorities 
(IHAs)  for  the  operation  of  PHA/IHA-owned  dwellings.   The  requirements  are  based  primarily  on  the 
Performance  Funding  System  (PFS)  formula. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

A  con^arison  of  fiscal  year  1992  actual  data  with  estimates  included  in  the  fiscal  year 
1993  Budget  followsi 

FISCAL  YEAR  1992 

IN  1993 

BUDGET        ACTUAL       DIFFERENCE 
(Dollars  in  Thousands) 
Program  Level 

PHA/IHA-o%nied  units  under  management, 
end  of  year 1,389,863      1,390,804  +941 

Budget  Authority  (Appropriation) 
Total  Available $2,509,208     $2,519,004        +$9,796 

Obligations $2,255,001     $2,266,934       +$11,933 

Budget  Outlays $2,196,443     $2,162,451       -$33,992 
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Thar*  vara  1,390,104  uiilta  under  the  ■anageaant  of  PHAa  and  IRAa  at  the  end  of  fiacal 
year  1992.   Thla  waa  941  untta  sore  tban  had  been  projected  for  fiacal  year  1992  Ln  the  fiacal 
year  1993  Budget.   The  actual  unite  under  eanageaant  reflect  a  coablnation  of  correctlona  to  the 
data  base,  unit  caat>latlons  and  unite  withdrawn  froai  the  ■anageaant  Inventory. 

In  fiacal  year  1992  the  budget  authority  available  increaaed  froa  t2,S09.2  Billion  to 
$2,S19  million  reflecting  the  recovery  of  an  additional  $9.3  Billion  of  prior  year  obligations. 
The  fiacal  year  1992  obligation  of  funda  increaaed  by  $11.9  Billion  froa  $2,2SS  Billion  to 
$2,266.9  Billion  priaarily  due  to  an  $11.2  Billion  adjuataent  to  the  Jlllowabla  ■zpanae  Level 
(ABL)  for  Puerto  Rico  which  la  explained  further  on  the  next  page.   The  fiacal  year  1992  Dire 
Baargancy  Suppleaental  Appropriations  Act  (P.L.  102-368,  enacted  Septeaber  23,  1992)  reacinded 
$250  million  of  expiring  balancea  and  ^propriated  $250  adllion  of  new  budget  authority  to  raaaln 
available  until  Septeaber  30,  1993.   Actual  outlaya  were  $34  Billion  lees  than  estiaated, 
reflecting  a  allghtly  lower  than  anticipated  PBA/IHA  expenditure  rate. 

3.   CHAWGBS  PaOM  1993  BDDGBT  BSTIIIAT»S 

A  coapariaon  of  fiacal  year  1993  current  eatlaatea  with  projectiona  included  in  the 
fiacal  year  1993  Budget  followai 


FISCAL  YBAK  1993 


Proqrain  Level 

PHA/IHA-owned  units  under  nonageaent, 
and  of  year 

Budget  Authority  (ApproDriationl 

Proposed  or  Enacted 

1992  Suppleaental  (P.L.  102-368) 

Total  Available 

Obliqatlona 

Budget  Outlaya 


IH  1993 

BOOCBT       CnRRBMT       DIPF8KEIICE 
(Dollars  in  Thousanda) 


1,391,271 


$2,282,436 


$2,282,436 
$2,282,436 


$2,270,942 


1,387,494 


$2,282,436 

250.000 

$2,532,436 

$2,532,436 

$2,406,084 


-3,777 


♦250.000 
+$250,000 

♦$250,000 

♦$122,997 


The  lower  estimate  of  units  under  managenent  by  3,777  at  the  end  of  fiscal  year  1993  is  the 
net  result  of  941  more  units  under  manageaent  at  the  end  of  fiscal  year  1992,  the  estiaated 
completion  of  2,470  fewer  units  in  fiscal  year  1993  than  projected  in  the  fiscal  year  1993 
Budget,  and  an  increase  of  2,248  unite  eatlaated  to  be  withdrawn  froa  the  aanageaent  inventory 
during  fiacal  year  1993. 

The  fiacal  year  1993  Budget  projected  an  appropriation  of  $2,282.4  Billion  would  be  needed 
for  fiscal  year  1993  funding  requirements.   However  a  total  of  $2,532.4  ailllon  becaae  available 
for  fiscal  year  1993  including  $2,282.4  million  froa  the  fiscal  year  1993  Appropriationa  Act 
(P.L.  102-389),  and  $250  ailllon  of  new  budget  authority  mode  available  by  the  fiscal  year  1992 
Dire  Baergency  Supplemental  Appropriations  Act  carried  over  into  1993,  as  indicated  above. 
Bstinated  budget  outlays  will  increase  reflecting  the  higher  level  of  budget  authority  obligated 
compared  to  the  fiscal  year  1993  Budget  estiaates. 
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The  following  table  compares  the  principal  factors  comprising  the  fiscal  year  1993  Budget 
and  the  fiscal  year  1993  current  estimates. 

FISCAL  YEAH  1993 


IN  1993 
BODGBT       CURMMT        DIFFERBNCE 


rs  In  Thousands) 

$2,313,801 

+$90,684 

107,191 

+14,640 

3,000 

... 

... 

-33,128 

7,313 

+500 

3,000 

-23,015 

43,951 

+43,951 

3,619 

-22,281 

-1,000 

-1,000 

63,161 

+83,161 

-31,600 

+8,200 

.  ■ . 

+8,467 

... 

+54,393 

... 

+16,379 

+9.049 

$2,532,436 

+$250,000 

$2,532,436 

+$250,000 

Performance  Funding  System  (PPS)  Base $2,223,117 

Non-PFS  projects 92,551 

Energy  Incentives  per  1987  HCD  Act 3,000 

Formal  'Allowable  Expense  Level*  (ABL) 

review  per  1987  HCD  Act 33,128 

Unit  Reconfiguration  (Breakthroughs)  per 

1987  HCD  Act 6,813 

Nalvars  for  non-dwelling  units 26,015 

Rental  Income  Adjustment ... 

Family  Self-Suf f iciency 25,900 

Miscellaneous  Adjustments ... 

Litigation ... 

Lass  estimated  savings  fromi 

Utilities  ■rolling-base'  system -39,800 

Current  vacancy  rule  policy -8,467 

Revised  vacancy  rule  policy -54,393 

Elimination  of  Aging  Factor -16,379 

Energy  assistance  grants  included  as 

income -9.049 

Total  Requirements $2,282,436 

Total  Available $2,282,436 

There  is  a  net  increase  of  $250  million  between  fiscal  year  1993  requirements  identified 
in  the  fiscal  year  1993  Budget  and  the  current  estimate  of  the  utilization  of  1993  funding.   The 
changes  are  based  on  the  following i 

The  fiscal  year  1993  current  estimate  for  the  PFS  Base  has  been  increased  to 
reflect  a  lower  utility  cost  level  partially  offset  by  a  fiscal  year  1993  non- 
utility  inflation  factor  of  4.8  percent  (which  is  higher  than  had  been  estimated), 
and  a  lower  level  of  income  than  estimated  previously.   The  estimate  also  reflects 
the  impact  of  additional  operating  subsidies  required  as  a  result  of  the  formal 
review  of  the  'Allowable  Expense  Levels'  (AELs)  as  required  by  Section  118  of  the 
1987  HCD  Act  which  were  previously  estimated  separately. 

The  increase  of  $14.6  million  currently  estimated  for  non-PFS  projects  is  based  on 

fiscal  year  1992  experience  which  included  an  $11.2  million  adjustment  to  the 

Allowable  Expense  Level  (ABL)  for  Puerto  Rico  based  on  the  application  of  the 
revised  AEL  formula  for  non-PFS  projects. 

The  formal  'Allowable  Expense  Level*  review  toolc  place  in  fiscal  year  1992  and  the 
resulting  increase  is  now  included  in  the  PFS  Base  estimate. 

The  current  estimate  reflects  an  increased  cost  of  $500  thousand  resulting  f rooi 

Section  118  of  1987  HCD  Act  requirement  which  eliminates  subsidy  reductions  due  to 
unit  reconfiguration  (breakthroughs)  where  the  same  number  of  people  can  reside  in 
the  new  larger  unit  formed  by  combining  two  or  more  smaller  units. 

The  decrease  of  $23  million  in  the  waivers  for  non-dwelling  units  estimate  reflects 
the  receipt  of  fewer  waiver  requests  than  anticipated.   These  waivers  provide 
additional  oi>erating  subsidies  for  the  cost  of  funding  for  units  raaioved  from  the 
dwelling  rental  inventory  for  non-dwelling  use  to  support  resident  econoaiic  self- 
sufficiency  and  anti-drug  programs. 
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The  increase  of  $44  million  in  the  rental  income  current  estimate  is  an  adjustment 
that  arises  when  the  assumption  of  future  tenant  income  increases  is  less  than  the 
6  percent  increase  used  by  PHAs/IHAs  to  calculate  operating  subsidy  eligibility. 
At  the  end  of  the  year,  if  the  actual  experience  falls  short  of  the  6  percent 
assumption  for  reasons  beyond  their  control,  an  adjustment  is  made.   The  estimate 
reflects  the  difference  between  the  current  tenant  income  increase  assumption  and  6 
percent . 

A  decrease  of  $22.3  million  is  reflected  in  the  current  estimate  for  Family  Self- 
Sufficiency  (Section  SS4  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act 
(NAHA))  based  on  a  revised  estimate  of  the  number  of  programs  qualifying  for 
subsidies  In  1993. 

The  current  estimate  for  miscellaneous  costs  of  minus  $1  million  reflects  year-end 
adjustments  to  PPS  requirements  based  on  actual  eligibility  for  such  items  as 
Investment  and  audit  adjustments  by  PHAs/IHAs. 

An  increase  of  $83.2  million  is  reflected  in  the  current  estimate  to  cover  the 
settlement  costs  in  three  litigation  cases  which  successfully  challenged 
modifications  to  the  Performance  Funding  System  (PFS)  methodology  made  by  the 
Department  between  1962  and  1986. 

The  fiscal  year  1993  Budget  assumed  that  $39.8  million  would  be  saved  as  a  result 
of  using  the   'rolling-base'  system  for  utility  cost  estimates.   This  reflected 
utility  consumption  savings  which  were  to  accrue  in  both  fiscal  year  1992  and 
fiscal  year  1993.   The  current  "rolling-base'  savings  estimate  of  $31.6  million 
includes  the  amount  of  savings  expected  only  in  fiscal  year  1993.   The  fiscal  year 
1992  savings  have  been  Incorporated  into  and  are  part  of  the  revised  PFS  Base 
calculation. 

The  fiscal  year  1993  Budget  estimate  of  $e.S  million  of  anticipated  savings 
resulting  from  the  current  vacancy  rule  policy  Included  estimated  savings  that  were 
to  accrue  in  fiscal  year  1992  which  is  similar  to  the  assumption  used  for  the 
"rolling  base*  utility  estimated  savings.   As  in  the  case  of  the  formal  AEL  review, 
the  fiscal  year  1993  savings  are  now  reflected  in  the  fiscal  year  1993  current  PFS 
Base  estimate  of  $2,314  million. 

The  fiscal  year  1993  Budget  assumed  $54.4  million  estimated  savings  from  a  proposed 
revision  to  the  vacancy  rule  policy  which  would  reduce  the  amount  of  subsidy  to  be 
paid  for  some  excess  vacant  units  beginning  in  1993.   The  regulatory  change  was 
designed  to  address  the  inequities  of  full  subsidy  payments  for  long  term  vacancies 
and  units  which  are  receiving  alternate  financial  assistance.   No  savings  are  now 
assumed  for  1993. 

Savings  of  $1«.4  million  were  reflected  In  the  fiscal  year  1993  Budget  as  a  result 
of  a  proposal  that  tiould  eliminate  the  aging  factor  that  is  used  In  the  calculation 
of  subsidies  to  PHAs/IHAs.   The  Department  will  not  pursue  this  proposal. 


The  fiscal  year  1993  Budget  reflected  savings  of  $9  million  resulting  frooi  the 
proposal  to  permit  the  Low-Incone  Housing  Energy  Assistance  Payments  to  ''- 
considered  as  Income  when  calculating  tenant  rents.   The  Department  will 
this  proposal. 


be 
not  pursue 


8XPLAMATI0M  OP  1994  INCRBASES  AMD  DgCRBASES 

PHA/IHA-owned  units  under  management  are  estimated  to  decrease  by  1.107  units  In  fiscal  year 
1994.   This  expected  decrease  reflects  the  coopletion  of  C,813  units  during  fiscal  year  1994 
offset  by  an  estimated  withdrawal  of  7,920  units  froa  the  Inventory  where  PHAs  detaralne  that 
units  cannot  be  rehabilitated  as  viable  housing  over  the  long-term  and  units  that  are  anticipated 
to  be  converted  to  hooeownershlp.  Of  the  units  estimated  to  be  withdrawn  from  the  Inventory 
under  aanagaaant,  S,444  are  expected  to  be  converted  to  hoaeownershlp,  and  2,47C  units  are 
aatlaated  to  be  danollshed  or  disposed  because  they  are  obsolete  or  because  tholr  retention  is 
not  In  the  bast  Interests  of  the  residents  or  the  PHAs.   (Assistance  to  lower-lncae«  households 
will  not  be  reduced  as  a  result  of  the  reduction  In  the  inventory  because  raplacamant  assiatanee 
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In  the  form  of  vouchers  or  certificates  will  be  made  available. 

The  following  table  compares  the  principal  factors  comprising  the  fiscal  year  1993  current 
estimates  of  obligations  and  those  estimated  for  fiscal  year  1994. 

ESTIMATE       ESTIMATE 

1993  1994         DIFFERENCE 

(Dollars  in  Thousands) 

Performance  Funding  System  (PFS)  Base $2,313,601    $2,390,857  +$77,056 

Non-PFS  projects 107,191  110,073  +2,882 

Energy  Incentives  per  1987  HCD  Act 3,000  3,000 

Unit  Reconfiguration  (Breakthroughs)  per 

1987  HCD  Act 7,313  7,567  +254 

Waivers  for  non-dwelling  units 3,000  3,243  +243 

Miscellaneous  Adjustments -1,000  ...  +1,000 

Family  Self-Suf f iciency  3,619  28,736  +25,117 

Rental  Income  Adjustment 43,951  81,914  +37,963 

Litigation 83,161  ...  -83,161 

Less  estimated  savings  fromi 

Otilities  "rolling-base-  system -31,600  -47,300  -15,700 

Vacant  unit  rule  iii  -57.282  -57.282 

Total  Requirements $2,532,436    $2,520,808  -$11,628 

As  shown  in  the  preceding  table,  the  estimated  decrease  in  obligations  is  the 
net  result  of  many  factors,  including  $57.3  million  in  savings  from  a  revised  vacancy  rule.   This 
estimate  does  not  reflect  any  impact  of  the  ijiplementation  of  an  energy  tax.   If  an  energy  tax  is 
enacted,  utility  costs  will  rise,  resulting  in  increased  requirements  in  the  PFS  base.   Specific 
factors  affecting  the  fiscal  year  1994  operating  subsidy  estimates  follow. 

1.  Economic  Assumptions.   The  fiscal  year  1994  estimate  reflects  the  roost  recent 
assumptions  about  Inflation  and  tenant  incomes.   The  fiscal  year  1994  estimate  assumes  a 
2.96  percent  increase  in  non-utility  costs  and  a  1.482  percent  increase  in  utility  rates. 

The  estimate  also  assumes  that  tenant  incomes  will  Increase  by  2.129  percent  in  fiscal  year  1994. 
The  calculation  of  individual  PHA/IHA  subsidy  requirements  includes  the  use  of  an 
inflation  factor  which  is  a  weighted  average  of  State  and  local  government  costs 
(other  than  wages)  and  survey  data  on  actual  State  and  local  government  wages. 

2.  Adjustments  to  Operating  Subsidy  Requirements.   The  fiscal  year  1994  estimate 
reflects  adjustments  in  operating  subsidy  requirements  for  various  PHA/IHA  income  and 
expense  factors  based  on  both  existing  and  proposed  legislation,  procedures  and  regulations 
affecting  tenant  rent  pay-tents  and  PHA/IHA  operating  costs.   These  adjustments  reflect  the 
following  factors i 

a.  Rent  and  Tenant  Income.   The  estimate  of  rental  income  is  based  on  maximum  rents  of 
30  percent  of  adjusted  tenant  income. 

b.  Inventory  Reduction.   The  total  estimate  of  income  and  expenses  assumes  a  net 
reduction  of  1,107  units  in  the  PHA/IHA  owned  unit  inventory  during  1994.   This  includes  6,813 
unit  completions,  offset  by  2,476  units  determined  to  be  obsolete  due  to  their  physical 
condition,  location  or  other  factors,  or  because  their  retention  is  not  in  the  best  interests  of 
the  residents  or  the  PHAs  and  5,444  units  anticipated  to  be  converted  to  homeownership  as 
discussed  in  the  -Annual  Contributions  for  Assisted  Housing'  Budget  Justification. 

c.  Energy  Incentives.   The  estimate  reflects  additional  operating  subsidies  above  the 
current  allowable  utilities  expense  level  to  encourage  PHAs/IHAs  to  pursue  more  advantageous 
purchasing  arrangements  and  to  use  private  financing  for  energy  improvements  pursuant  to  Section 
118  of  the  1987  Housing  and  Community  Development  (HCD)  Act. 

d.  Unit  Reconfiguration.   The  estimate  reflects  additional  operating  subsidies  that 
will  be  required  as  a  result  of  the  elimination  of  subsidy  reductions  due  to  unit  reconfiguration 
( brealcthroughs )  as  required  by  Section  118  of  the  1987  HCD  Act.   This  will  occur  when  the  sane 
number  of  people  reside  In  the  new  larger  unit  formed  by  combining  two  or  more  mailer  units.  ...^ 
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e.  Waivers  for  Non-Dwelling  Units.   The  estimate  reflects  additional  operating 
subsidies  for  the  cost  of  funding  for  units  removed  from  the  dwelling  rental  inventory  for  non- 
dwelling  use  to  support  resident  economic  self-sufficiency  and  anti-drug  programs. 

f.  Family  Self-Suf f iciencv  (FSSl.   The  estimate  for  Family  Self-Suf f iciency  (Section 
554  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act),  includes  the  salary/benefit  cost 
associated  with  a  full-time  service  coordinator  for  each  FSS  project.   The  estimated  cost  also 
includes  the  subsidy  of  one  non-dwelling  unit  for  each  FSS  project  for  the  provision  of 
supportive  services. 

g.  Utility  Consumption.   The  estimate  of  utility  expenses  reflects  regulations  that 
require  the  use  of  a  "rolling-base*  consumption  level  consisting  of  average  consumption  levels 
for  the  most  recent  3-year  period.   This  includes  energy  saving  ut^rovements  funded  from  the 
Public  and  Indian  Housing  Modernization  program  which  will  continue  to  decrease  subsidy 
requirements  for  utility  expenses. 

h.   Rental  Income  Adjustment.   The  need  for  this  adjustment  arlseG  when  the  assumption 
of  future  income  increases  is  less  than  the  6  percent  increase  used  by  PHAs  to  calculate 
operating  subsidy  eligibility.   At  the  end  of  the  year,  if  the  actual  experience  falls  short  of 
the  6  percent  assumption  for  reasons  beyond  their  control,  an  adjustment  is  made.   The  estimates 
reflect  the  difference  between  the  current  tenant  income  increase  assumption  and  6  percent. 

i.   Vacant  Unit  Rule.   A  revision  to  the  PFS  regulations  will  be  proposed  which  will 
reduce  the  amount  of  subsidy  to  be  paid  for  some  excess  vacant  units.   The  proposed  regulatory 
change  will  be  designed  to  address  the  inequities  of  full  subsidy  payments  for  long  term 
vacancies  and  units  which  are  receiving  alternate  financial  assistance. 

PROGRAM  DESCRIPTION 

Operating  subsidies  are  provided  to  PHAs/IHAs  to  assist  in  funding  the  operating  and 
maintenance  expenses  of  their  owned  dwellings  in  accordance  with  Section  9  of  the  United  States 
Housing  Act  of  1937,  as  amended.   Operating  subsidies  are  required  to  help  maintain  services  and 
provide  minimum  operating  reserves.   The  PFS  fonnula  is  the  primary  system  for  determining 
operating  subsidy  requirements.   The  subsidy  amount  is  determined  by  calculating  an  estinfMi^e  of 
operating  costs  based  on  the  PFS  formula  and  reducing  that  amount  by  an  estimate  of  income  from 
rents  and  other  sources.   The  PFS  fonnula  is  used  to  calculate  the  level  of  operating  subsidy  for 
each  PHA/IHA  to  operate  its  owned  units,  except  for  the  PHAs  of  Alaska,  Guam,  Puerto  Rico  and  the 
Virgin  Islands,  and  the  PHA-owned  and  IHA-owned  Homeownership  projects.   The  exceptions  are  due 
to  the  significantly  different  circumstances  requiring  HUD  review  of  proposed  operating  budgets. 

Non-utility  operating  costs  for  each  PHA/IHA  are  based  on  what  it  would  cost  a  well-managed 
PHA/IHA  of  con^arable  location  and  characteristics  to  operate  based  on  a  PFS  equation,  including 
such  variables  as  the  local  government  wage  rate  index,  ratio  of  three  or  more  bedroom  units  to 
total  dwelling  units,  and  the  ratio  of  two  or  more  bedroom  units  in  high  rise  family  projects  to 
total  dwelling  units.  These  cost  levels  are  updated  annually  based  on  inflation  and  changes  in 
the  PHA/IHA  characteristics  included  in  the  equation.  Utility  expenses  are  estimated  separately 
based  on  rules  that  set  consun^tion  at  the  average  oi  a  prior  3-year  period  ("rolling-base")  and 
changes  in  utility  rates. 
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PUBLIC  AND  INDIAN  HOUSING 


LOM-RENT  PUBLIC  HOUSING  —  LOANS  AND  OTHER  EXPENSES 

PROGRAM  HIGHLIGHTS 

BUDGET      CURRENT  INCREASE  -i- 

ACTUAL     ESTIMATE     ESTIMATE     ESTIMATE  DECREASE  - 

1992       1993        1993        199«  1994  VS  1993 
(Dollars  In  ThousandE) 

Public  and  Indian  Housing  Loans 

Direct  Loan  DlBburEements $8S,S86     $50,000     $50,000     $25,000       -$25,000 

PHA/IHA  loan  write-offs 

Pursuant  to  P.L.  99-272 87,902      50,000      50,000      25,000        -25,000 

Outstanding  loans,  end  of 

year 91,354       84,826       91,354       91,354 

Net  Budget  Authority $50,000     $50,000     $50,000     $25,000       -$25,000 

Net  Budget  Outlays $138,325    $120,648     $120,648     $89,652       -$30,996 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  1994  Budget  includes  $25  million  of  budget  authority  for  Treasury  borrowings  to 
provide  capital  funds  for  Public  and  Indian  Housing  development  and  modernization  approved 
through  1986.   No  appropriation  is  required. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

A  comparison  of  1992  actual  data  with  estimates  included  in  the  1993  Budget  followei 

FISCAL  YEAR  1992 

IN  1993 
BUDGET       ACTUAL       DIFFERENCE 
(Dollars  in  Thousands) 
Public  and  Indian  Housing  Loans 

Direct  loan  disbursements  to  PHAs/IHAs...       $100,000       $85,586      -$14,414 
PHA/IHA  loan  write-offs  pursuant  to 

P.L.  99-272 100,000         87,902        -12,098 

Outstanding  loans,  end  of  year 84,826        91,354        +6,528 

Net  Budget  Authority 100,000        50,000       -50,000 

Net  Budget  Outlays $175,653       $138,325       -$37,328 

The  1992  actual  data  reflects  a  lower  than  anticipated  level  of  direct  loan  disbursements 
than  previously  had  been  reflected  in  the  1993  Budget.   Funding  requirements  for  Public  and 
Indian  Housing  projects  in  the  development  and  modernization  pipelines  were  lower  than  estimated 
because  projects  did  not  move  through  the  pipelines  at  the  anticipated  rate.   As  a  result,  loan 
disbursements  were  lower  than  had  been  projected  for  1992.   The  lower  level  of  loan  disbursements 
also  results  in  lower  levels  of  loans  written-off,  net  budget  authority  and  net  outlays. 
Outstanding  loans  (end  of  year)  increased  mainly  due  to  higher  than  anticipated  off site  facility 
loans  and  lower  than  anticipated  receipts  from  excess  financing. 
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3.   CHAWGBS  FROM  1993  BUDGBT  ESTIMATES 

A  comparison  of  1993  current  estimates  with  the  projections  included  in  the  1993  Budget 


follows t 


FISCAL  YEAR  1993 


IH  1993       CURRENT 
BODGET      ESTIMATE      DIFFEREMCE 
(Dollars  in  Thousands) 


Public  and  Indian  Housing  Loans 

Direct  loan  disbursements  to  PHAs/IHAs $50,000        $50,000 

PHA/IHA  loan  write-offs  pursuant  to 

F.L.  99-272 50,000  50,000  ... 

Outstanding  loans,  end  of  year B4,B2i         91,354       +6,528 

Het  Budget  Authority 50,000         50,000 

Met  Budget  Outlays $120,648       $120,648 

The  outstanding  loans  at  the  end  of  1993  are  projected  to  increase  by  $6.5  million  due 
to  higher  offsite  facility  loans  and  lower  than  anticipated  receipts  from  excess  financing  to 
PKAs/IHAs,  as  occurred  in  1992. 

EXPLAMATIOM  OF  INCREASES  AMD  DECREASES 

The  estimates  for  1994  reflect  the  Public  and  Indian  Housing  status  of  loans,  budget 
authority  and  outlays  as  follows i 

1.   Public  and  Indian  Housing  Loans.   The  status  of  outstanding  loans  to  Public  Housing 
Agencies  (PHAs)  and  Indian  Housing  Authorities  (IHAs),  including  loan  write-offs,  followsi 


ACTOAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 

Outstanding  loans,  start  of  year $84,826  $91,354  $91,354 

Add I  Direct  loan  disbursements  to 

PHAs/IHAs 85,586        50,000  25,000 

Addi  Adjustments  a/ 18,355           NA           NA 

Less  I   PHA/IHA  Loan  write-offs  per 

P.L.  99-272 -87,902  -50,000  -25,000 

Less  I  (Repayments) -9,511  JJA  NA 

Outstanding  loans,  end  of  year $91,354  $91,354  $91,354 

a/  The  adjustment  of  $18.4  million  reflects  loans  originally  forgiven  but  now  are  expected 
to  be  repaid  or  have  been  repaid. 

2.   Budget  Authority  and  Outlays.   The  decreases  in  1994  budget  authority  and  outlay 
estimates  reflect  the  diminishing  number  of  "pre-1987"  development  and  modernization  projects 
remaining  in  the  pipelines.   As  development  and  modernization  approved  through  1986  are 
completed,  the  requirements  for  loans  to  PHAs/IHAs  are  anticipated  to  continue  to  decline 
gradually  and  cease  after  1994  when  the  last  of  the  pipeline  projects  are  expected  to  be 
coiqileted  or  cancelled. 

PROGRAM  DESCRIPTIOW 

The  Public  and  Indian  Housing  Assistance  to  PHA/IHA  Fund  is  used  to  provide  direct  Federal 
loans  (capital  funds)  to  PHAs/IHAs  to  fund  the  con^letion  of  Public  and  Indian  Bousing 
construction,  acquisition,  and  modernization  reserved  through  1986  under  the  'Annual 
Contributions  for  Assisted  Housing*  appropriation.   These  loans  are  made  from  available  resources 
of  this  Fund  and  from  borrowings  from  the  Treasury.   This  residual  funding  is  expected  to  be 
completed  by  the  end  of  1994  when  all  outstanding  development  and  modernization  projects  with 
funds  reserved  through  1986  are  completed. 
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The  Tanii   also  is  used  as  a  repository  of  appropriations  provided  in  prior  years  to  make 

interest  differential  payments  to  the  Federal  Financing  Bank  (FFB).   Budget  authority  has  been 

obligated  in  the  Loan  Fund  to  provide  payments  to  the  FFB  to  fund  the  difference  in  interest 
payments  between  what  would  have  been  charged  if  tax-exempt  bonds  had  been  sold  to  the  public  and 

the  interest  that  actually  was  charged  when  instruments  were  sold  to  the  FFB  at  a  Federally 
taxable  interest  rate. 
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DBPARTMBUT  OF  HOaSIMC  AMD  limMI  DBVBLOPMBMT 

SALMtlBS  AMD  IXPSMSBS,  HOUSIK  AK>  ORBAII  DBVBLOPMEHT 

The  consolidated  explanation  for  the  appropriation  'Salariea  and  Expenses,  HUD-  is 
Included  In  Part  3  of  the  Justifications.   Hotiever,  in  order  to  present  in  sequence  the  specific 
staffing  and  adninlstrative  cspense  requireaents  associated  with  each  of  the  major  program  areas 
of  the  Departaent,  a  separate  section  for  Salaries  and  expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  coaf>arable  basis  for  the  3  fiscal 
years — 1992,  1993  and  1994,  including  the  separate  Headquarters  appropriations  in  1992.         ■ 


BUDGET  ACTIVITY  2 1   PUBLIC  AMD  IHDIAII  HOOSIMG 


BUDGET 

CURRENT 

INCREASE  *■ 

ACTUAL 

BSTIHAT8 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

193 

204 

210 

205 

-5 

.352 

1.432 

1.368 

1,340 

=21 

,54S 

1,63C 

1,578 

1,545 

-33 

ACTIVITY  HIGHLIGHTS 


(Dollars  in  Thousands) 

Total  Budget  Activity $94,682  $104,739   $100,596   $103,650      +$3,054 

Pull-Time  Permanent  Appointments 
End  of  Year 1,520     1,573      1,518      1,514  -4 

Pull-Time  Equivalent  Employment 

Headquarters 

Field 

Total 

NOTE:  Pull-tine  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  mode  affordable  by  full-time  equivalent  (PTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAPPIHG  SUMMARY 

1.  SCOPE  OP  ACTIVITY 

The  Public  and  Indian  Housing  (PIH)  staff  is  responsible  for  performing  functions 
pursuant  to  legislation  which  authorizes  the  Department  to  enter  into  contracts  to  provide 
assistance  for  the  development  and  operation  of  public  housing,  and  to  provide  rental  assistance 
payments  on  behalf  of  lower-income  households.   The  principal  legislative  authorization  for  PIH 
activities  is  the  U.S.  Housing  Act  of  1937,  as  amended. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  in 
this  activity  for  1992,  1993  and  1994! 


S-1 


380 


Salaries  and  Expenses,  Housing  and  Urban  Dvelopment 
Budget  Activity  2i  Public  and  Indian  Housing 


IG 
_E 

ACTUAL 
1992 

ESTIMATE 
1993 

ESTIMATE 
1994 

GRADE 

Executive  Level  IV.. 
ES-6 

1 
1 
1 
3 

3 
29       15 
45       41 
110    1.271 

193    1,327 
193    1,352 

REOUIREHENTS 
HPLOYHENT 

TOTAL 

44 

86 

1.381 

1,520 
1,545 

H& 

1 

1 

3 

1 

1 

3 

29 

47 

112 

198 
210 

FIELD 

16 

50 

1.254 

1,320 
1,368 

TOTAL 

45 

97 

1,366 

1,518 
1,578 

as 

29 

47 
114 

200 
205 

FIELD 

16 

50 

1,248 

1,314 
1,340 

,197*1 

1 
1 

£S-4 

3 

ES-3 

1 

ES-2 

1 

ES-1 

3 

GS/GM-15 

45 

GSyGM-14 

97 

GS/GM-13  and  below... 
Total  Full-Tijne  Per- 
manent Appoinnents, 

1,362 

1,514 

Pull-Time  Equivalent 
Employment 

EXPLAHATION  OF  STAFFU 
1 .   HEADOUAHTERS 

1,545 

The  foliowing  table  indicates  the  distribution  of  full-time  equivalent  oqiloynent  in 
Headquarters. 

FULL-TIME  EQUIVALEHT  EMPLOYMENT 


BUDGET   CURRENT  INCREASE  * 

ACTUAL   ESTIMATE  ESTIMATE   ESTIMATE     DECREASE  - 
1992      1993      1993      1994      1994  vs  1993 


Immediate  Office 12 

Conqptroller 4 

Indian  Housing 15 

Management  I   Policy..  41 

Resident  Initiatives  30 

Assisted  Housing 57 

Construction,  Rehab 

i   Maintenance...  34 

Total 193 


12 

12 

10 

10 

10 

10 

17 

20 

20 

41 

42 

41 

30 

30 

28 

59 

60 

60 

35 
204 

36 
210 

36 
205 

-1 

-2 


-5 


The  1993  current  estimate  reflects  an  increase  of  6  FTB  as  compared  with  the  Budget 
Estimate.   This  results  from  the  functional  transfer  of  3  FTE  from  Housing  and  Community  Planning 
and  Development  for  the  consolidation  of  Indian  housing  functions  within  the  Office  of  Public  and 
Indian  Housing  as  provided  in  the  Housing  and  Community  Development  Act  of  1992  (Title  IX,  Sec. 
902).   An  additional  3  FTE  were  made  available  by  transferring  funds  from  other  objects  of 
expense  and  lower  than  anticipated  cost  for  staffing.   The  1994  estimate  reflects  a  net  decrease 
of  5  FTE  in  accordance  with  Executive  Order  12839. 

The  Headquarters  staff  perfoma  the  following  principal  functions  in  support  of  Public 
and  Indian  Housing  goals: 

develops  program  policies,  procedures  and  guidelines  for  all  PIH  programs, 
including  Secretarial  priorities  for  Public  Housing  and  Indian  Housing  involving 
drug  elimination,  resident  management,  homeownership,  economic  development  and 
supportive  services; 


S-2 


381 


Salaries  and  Expenses,  Houslnq  and  Urban  Dvelopment 
Budget  Activity  2i  Public  and  Indian  Housing 


—  directs  and  coordinates  the  administration  of  all  PIH  programs  and  provides 
training  and  technical  assistance  and  procedural  guidance  to  the  HUD  Field  staff, 
PHAs,  IHAs,  and  resident  groups,  as  appropriate; 

monitors,  reviews  and  evaluates  Field  program  operations  and  reviews 
administrative  practices  of  local  agencies,  including  PHAs,  IHAs,  and  resident 
groups  to  ensure  that  programs  are  managed  efficiently  and  that  services  and 
assistance  are  provided  as  Intended;  and 

—  provides  financial  assistance  for  use  by  local  agencies  as  well  as  program, 
administrative,  management,  statistical  and  budget  support. 

2.   FIBLD  EMPLOYMEMT 

The  following  table  indicates  the  distribution  of  Field  staff  for  FTE  employment  by 
broad  functional  areas  based  on  the  Department's  Resource  Allocation  Guidelines  System  (RAGS)  and 
other  %«rkload  sources.   The  table  is  followed  by  an  explanation  of  staff  functions  and  tables 
which  identify  selected  development  and  raanageiaent  program  workload  indicators  which  are  the 
basis  for  RAGS.   The  details  of  the  Public  and  Indian  Housing  Field  FTB  estimates  based  on  RAGS 
and  other  workload  sources  are  shown  in  the  table  at  the  end  of  this  section. 

FULL-TIME    8Q0IVALEHT   gMPUYMEWT 


Public  Housing; 

Developaent  Activities 

NanageiDent  Activitiea 

Subtotal,  Public  Housing. 

Indian  Housing i 

Developaent  Activities 

Nanagenent  Activities 

Subtotal,  Indian  Housing. 

Section  8  Housing: 

lUnageaent  Activities 


BUDGET 

CURRENT 

IHCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992* 

1993 

1993 

1994 

1994 

VS  1993 

129 

125 

124 

121 

-3 

873 
1,002 

890 
1,015 

840 
9C4 

823 
944 

-17 
-20 

75 

C* 

75 

75 

•  •  • 

109 
184 

109 
177 

lOI 
17C 

98 

173 

23 
-3 

241 

240 

228 

223 

-5 

Total  Pull-Time  Equivalent 
■aploymnt 1,427       1,432        1,3S8       1,340  -28 

•   Includes  staff  charges  by  other  HUD  organizations. 

••   Devlonaent  Staff.   Tha  Public  and  Indian  Housing  davelopaent  staffs  work  directly 
with  PHAs/IHAs  and  other  governmental  entitles  In  the  preparation,  review,  and  approval  of 
applications  for  funding  and  the  Inspection  and  coaplation  of  construction  and/or  acquisition. 

b.   Manaqaaent  Staff.   The  Public  Housing  and  Indian  Housing  managea»nt  staffs  work 
directly  with  PHAs/IHAs  and  resident  groups  to  preserve  the  quality  and  flacal  integrity  of 
Public  and  Indian  Housing  projects  and  Section  8  programs  in  order  to  ensure  operation  of  the 
programe  In  accordance  with  statutory  and  program  requiraaents. 

A  staffing  level  of  1,340  Pn  enployisant  is  proposad,  which  la  a  reduction  of  28  PTB  fma 
Che  1993  current  estimate. 
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CONTRACTS 


Funds  for  contracts  are  for  needs  unique  to  the  Public  and  Indian  Housing  programs.   The 
following  table  identifies  the  contract  activity  and  is  followed  by  a  brief  synopsis  of  the  types 
of  contracts  for  which  funds  are  requested  in  1994. 


Management  Studies . 

Public  Info.  Svcs.. 

Technical  Services . 

Total 


BUDGET 

CURRENT 

ACTUM. 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1992 

1993 

1993 

1994 

(Dollars  in 

Thousands ) 

S370 

$525 

$371 

$600 

250 

190 

239 

200 

972 

2,530 

1,733 

1,479 

1,592 


3,245 


INCREASE  + 

DECREASE  - 

1994  VS  1993 


+  $229 

-39 

-254 

-64 


The  Office  of  Public  and  Indian  Housing  is  pursuing  contracting  activities  of  the  following 
nature  with  funds  under  this  budget  activity: 

Management  Studies.   Management  analysis  services  will  be  used  to  continue  contractual 
assistance  to  study  problems  related  to  critical  areas  of  the  Office  of  Public  and  Indian 
Housing's  program  management,  and  to  conduct  studies  on  14  high-risk  assessable  areas  of  PIH 
operations  as  required  by  the  Federal  Managers'  Financial  Integrity  Act  (FMFIA). 

Public  Information  Services.   Public  Information  Services  will  be  used  to  continue  to 
finance  the  cost  of  preparing  and  promulgating  program  information  to  PIH  client  groups  in  an 
effort  to  enhance  effectiveness  and  promote  participation  in  resident  programs. 


Technical  Services.   Technical  services  are 
expertise  and  other  requirements  not  available  wi 
is  primarily  of  a  short  term,  concentrated  effort 
an  ongoing  basis.   PIH  proposes  to  concentrate  it 
direct  technical  assistance  to  specific  groups  (t 
management  corporations,  and  IHAs);  on  developing 
program  training  requirements;  enhancing  the  skil 
managers  through  the  formulation  of  training  prog 
and  policies;  to  continue  program  initiatives  in 
verification;  and  to  manage  the  conferencing  and 
Management  and  Economic  Development  programs . 


required  for  specialized  services,  including 
thin  allocated  resources  or  whose  benefit  to  PIH 

which  would  not  be  practicable  to  maintain  on 
E  efforts  in  this  area  on  the  provision  of 
ribal  governments  for  the  HOME  program,  resident 

and  distributing  training  videos  on  standard 
Is  and  knowledge  of  Field/PHA/IHA  and  resident 
rams  and  the  development  of  technical  handbooks 
the  area  of  tenant  immigration  status 
training  support  activities  for  the  Resident 
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DEPARTHENT  OF  HOUSING  AND  URBAN  DEVEU)PHENT 
GOVERHHENT  NATIONAL  MORTGAGE  ASSOCIATION 
GUARANTEES  OF  HORTGAGE-BACKED  SECURITIES 

PROGRAM  HIGHLIGHTS 

BUDGET         CURRENT  INCREASE  * 

ACTUAL        ESTIMATE        ESTIMATE  ESTIMATE        DECREASE  - 
1992           1993            1993  1994         1994  vs  1993 

(Dollars  in  ThouEands) 

Program  Levels 

Single-Class  MBS 

Cominitmentfii 

Limitation $99,769,293   $77,700,000   $77,700,000    $85,000,000    +$7,300,008 

Use 85,894,144     77,700,000     77,700,000     85,000,000     +7,300,000 

Guarantees: 

Issued  in  Year 72,164,297    67,651,087    70,000,000    71,000,000    +1,000,000 

Outstanding, 
End  of  Year 422,480,455    449,963,503    458,012,429    490,394,520    +32,382,091 

Guarantee  Fees 264,285  263,904  286,720  308,938  +22,218 

Advances  to  Investors....  967,311  654,064  898,254  841,764  -56,490 

Default  Expenses 8,271  6,721  8,188  8,106  -82 

REMIC 

Guarantees: 

Issued  in  Year ...  ...  ...     50,000,000*   +50,000,000 

Outstanding, 
End  of  Year ...  ...  ...     50,000,000*   +50,000,000 

Guarantee  Fees ...  ...  ...        220,000       +220,000 

CREDIT  REFORM 
Progran  Account: 
Budget  Authority: 
(Appropriation  for 
Administrative 

Expenses) 6,595         6,936         6,936         8,038        +1,102 

Outlays 6,595         6,936         6,936         8,038        +1,102 

Liquidating  Account: 

Budget  Authority  (net).  ...  ...  ...  ...  ... 

Outlays  (net) -353,740      1,931,890      -364,237       -493,186       -128,949 

Financing  Account: 

Budget  Authority  (net).  ...  ...  ...  ...  ... 

Outlays  (net) -18,523    -2,298,588       -16,175       -16,410  -235 

•  Separate  commitment  authority  will  not  be  required  for  the  REMIC  securities.   (See  program 
description. ) 

SUMMARY  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  a  limitation  on  new  commitments  for  single-class  mortgage-baclced 
securities  of  $85  billion  for  1994.   This  request  is  based  on  FHA  and  VA  estimates  of  mortgage 
insurance  and  guarantee  activity. 

In  addition,  an  appropriation  of  $8.04  million  is  proposed  to  fund  administrative 
expenses.   This  request  reflects  the  implementation  of  credit  reform  as  required  by  the  Omnibus 
Budget  Reconciliation  Act  of  1990,  and  of  the  REMIC  program. 
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Guarantees  of  Mortgage-Backed  Securities 

2.  CHANGES  FROH  1992  ESTIMATES  INCLDDED  IN  1993  BUDGBT 

GNHA  issued  $85.9  billion  of  comnitjiients  in  1992,  which  was  $11.1  billion  over  the 
estimate  in  the  1992  Budget  of  $74.8  billion.   The  increase  in  activity  reflected  actual  FHA  and 
VA  activity  for  the  period.   The  FHA  and  VA  activity  was  stimulated  by  low  interest  rates  during 
fiscal  year  1992,  causing  a  heavy  volume  of  refinancing.   Guarantees  issued  were  $72.2  billion, 
representing  an  increaBe  of  $9.4  billion  over  the  $62.8  billion  of  guarantees  issued  for  fiscal 
year  1991. 

During  1992,  GNHA  experienced  additional  issuer  defaults  forcing  GNHA  to  assume  the 
issuers'  responsibilities.   These  additions  to  GNHA's  servicing  portfolio  amounted  to 
approximately  $492  million.   Nevertheless,  the  total  end-of-year  servicing  portfolio  decreased  by 
$S.8  billion  from  September  30,  1991  to  September  30,  1992.   As  of  September  30,  1992,  the  total 
servicing  portfolio  amounted  to  $8.3  billion.   The  additions  to  the  portfolio  were  more  than 
offset  by  the  reduction  resulting  from  the  sale  of  servicing  rights  on  multifamily  and  single 
family  projects,  normal  amortization,  and  other  terminations  of  outstanding  loans.   GNHA 
estimates  that  it  will  be  forced  to  take  over  the  servicing  of  an  additional  $14.4  billion  in 
loans  because  of  issuer  defaults  between  1993  and  1998. 

GNHA's  single  family  servicing  portfolio  decreased  by  GNHA  selling  servicing  rights  on 
portfolios  with  outstanding  principal  balances  of  $5.2  billion  in  fiscal  year  1992.   Additional 
single  family  defaults  of  $12.5  billion  are  anticipated  through  fiscal  year  1998.   Future  losses 
on  the  single  family  portfolio  are  expected  to  exceed  $250  million  for  fiscal  years  1993  through 
1998.   The  single  family  defaults  are  largely  due  to  prior  weakness  In  the  economy. 

In  the  multifamily  program,  GNHA  sold  servicing  rights  on  $822.7  million  of  projects  in 
1992  (reductions  to  the  inventory)  and  experienced  additions  to  the  portfolio  of  $101.9  million. 
The  net  effect  of  these  transactions  (less  projects  submitted  to  FHA)  was  to  reduce  the  end-of- 
year  portfolio  from  S3. 9  billion  at  September  30,  1991  to  $2.4  billion  at  September  30,  1992. 
Additional  multifamily  defaults  of  $2  billion  are  anticipated  through  1998.   GNHA  will  be  fully 
indemnified  by  FHA  on  multifamily  foreclosures  except  for  administrative,  assignment,  and 
extraordinary  costs.   GNHA  losses  from  the  multifamily  portfolio  are  expected  to  reach 
$47  million.   The  increase  In  multifamily  defaults  is  directly  attributable  to  former  weaknesses 
in  the  economy. 

GNHA's  mobile  home  servicing  portfolio  had  additional  defaults  of  approximately 
S24.8  million  in  1992.   The  end-of-year  portfolio  amounted  to  S674  million.   Additional  defaults 
of  $170  million  in  1993  are  included  in  the  budget  estimates.   Losses  from  the  mobile  home 
portfolio  are  expected  to  reach  over  $300  million.   Mobile  home  defaults  have  subsided  and 
barring  any  further  deterioration  in  the  economy,  GNHA  Iselieves  it  has  experienced  the  worst. 
Through  aggressive  actions,  GNHA  has  reduced  its  Inventory  of  foreclosed  mobile  home  units  to 
less  than  2,000.   GNHA  has  also  placed  a  moratorium  on  new  Issuers  coming  into  the  mobile  home 
program  until  the  program  can  be  properly  evaluated. 

GNHA's  strategy  with  respect  to  the  management  of  acquired  servicing  Is  one  of  first 
stabilization  and  ultimately  sale  of  the  portfolio.   When  GNHA  defaults  an  Issuer,  it  assumes  the 
Issuer  status  and  assigns  subservicing  of  the  acquired  portfolio  to  a  third  party.   With  the 
assistance  of  the  subservicers,  GNHA  manages  the  Individual  pools  by  improving  collections  on 
delinquent  loans,  filing  claims  with  FHA  and  VA  on  assigned  mortgages  and  foreclosed  properties 
and  modifying  loans  in  manufactured  homes.   Where  possible,  the  pools  are  then  packaged  for 
purposes  of  selling  the  servicing  rights  of  the  portfolio.   A  financial  advisor  has  been  hired  to 
assist  GNHA  in  the  disposition  of  assets  in  single  family  defaulted  portfolios. 

3.  CHANGES  FROH  1993  BUDGET  ESTIHATES 

FISCAL  YEAR  1993  ESTIHATES 

BUDGET  CURRENT 

ESTIHATE  ESTIHATE 

(Dollars  in  Thousands) 

Limitations  of  Credit  Commitments..  $77,700,000  $77,700,000 

Commitments  Issued  in  Year 77,700,000  77,700,000 

Guarantees  Issued  In  Year 67,651,087  70,000,000 

Net  Outlays  (Liquidating  Account) . .  1,931,890  -364,237 

Based  on  anticipated  mortgage  Insurance  and  guarantee  activity  under  the  Federal  Housing 
Administration  and  Department  of  Veterans  Affairs  housing  programs,  $77.7  billion  in  commitments 
Is  currently  estimated. 

Estimated  guarantees  to  be  Issued  in  1993  are  being  increased  by  $2.3  billion  (from 
$67. 7  billion  to  $70  billion)  to  reflect  the  currently  estimated  FHA  and  VA  activity. 

EXPLANATION  OF  INCREASES  AMD  DECREASES 

The  1994  request  for  a  $85  billion  limitation  on  commitments  represents  a  $7.3  billion 
Increase  from  the  amount  enacted  for  1993.   Conmltments  issued  are  expected  to  Increase  by 
$7.3  billion  to  $85  billion.   Guarantees  issued  are  expected  to  Increase  by  $1  billion  to 
$71  billion  from  1993  to  1994. 
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PROGRAM  DESCRIPTION 

This  program  facilitates  the  financing  of  residential  mortgage  loans  insured  or  guaranteed 
by  the  Federal  Housing  Administration,  the  Department  of  Veterans  Affairs  and  the  Farmers  Home 
Administration.   Funds  are  provided  through  investments  in  long-term  securities  guaranteed  by 
GNMA  which  are  backed  by  pools  of  such  mortgages.   The  investment  proceeds  are  used  in  turn  to 
finance  additional  mortgage  loans. 

Institutions  which  originate  and  service  mortgages  (such  as  mortgage  companies,  commercial 
banks,  savings  banks,  and  savings  and  loan  associations)  assemble  pools  of  mortgages  and  issue 
securities  backed  by  the  pools. 

Approximately  70  percent  of  the  funds  used  to  purchase  GNMA  securities  come  from 
nontraditional  mortgage  investors,  Including  pension  and  retirement  funds,  life  insurance 
companies  and  individuals. 

GNMA  currently  guarantees  modified  "pass-through"  type  securities.   Modified  pass-through 
securities  provide  payment  to  registered  holders  of  interest  plus  the  monthly  installments  of 
principal  due  on  the  pooled  mortgages,  whether  or  not  collected,  plus  any  additional  principal 
collections. 

Separate  pass-through  programs  have  been  developed  to  finance  single  -family  homes, 
multifamily  projects  and  mobile  homes.   GNMA  first  issues  a  "commitment"  to  the  prospective 
securities  issuer  indicating  that  the  firm  meets  GNMA's  eligibility  requirements.   After  GNMA 
issues  the  commitment,  the  issuer  can  begin  to  assemble  mortgage  pools  and  issue  securities. 
Securities  are  issued  with  minimum  face  amounts  of  §25,000  and  increments  of  55,000  thereafter 
which  have  the  same  aggregate  face  amount  as  the  aggregate  unpaid  balance  of  the  pooled  mortgages 
and  bear  interest  at  the  rate  borne  by  the  mortgages — less  the  amount  of  issuer  servicing  fees 
and  GNMA  guarantee  fees.   GNMA's  credit  risk  in  this  program  is  limited  by  mortgage  insurance 
provided  by  Government  agencies  with  respect  to  all  pooled  loans. 

A  REMIC  is  a  security  backed  by  a  pool  or  trust  composed  of  mortgages  or  mortgage-backed 
securities  (MBS).   The  REMIC  issuer  issues  certificates  of  interest  to  investors  and  elects  to  be 
taxed  under  the  Real  Estate  Mortgage  Investment  Conduit  (i.e.,  REMIC)  provisions  of  Federal  tax 
law  (Sections  860A  through  860G  of  the  Internal  Revenue  Code  of  1986).   Virtually  all  REMICs  will 
be  multiple-class  securities  with  different  maturities,  typically  between  2  and  20  years,  or  with 
payments  based  on  fractions  of  the  MBS  income  stream.   This  multiple-class  characteristic  is  what 
largely  distinguishes  REMICs  from  single-class  mortgage-backed  securities  of  the  kind  that  GNMA 
has  been  guaranteeing  since  1970.   GNMA,  under  its  new  GNHA  REMIC  program,  will  guarantee  only 
REMIC  securities  based  on  and  backed  by  single-class  mortgage-backed  securities  guaranteed  by 
GNHA.   Since  all  GNHA  guaranteed  REMIC  securities  will  be  based  on  and  backed  by  mortgage-backed 
securities  issued  pursuant  to  commitment  authority,  separate  commitment  authority  will  not  be 
required  for  the  REMIC  securities. 

PRCXSRAM  ACTIVITY 

1.   Status  of  Program.   During  1992,  the  GNHA  guaranteed  securities  totalled  572.2  billion. 
Additional  guarantees  of  mortgage-backed  securities  are  estimated  at  570  billion  in  1993  and 
571  billion  in  1994. 

The  changes  in  the  outstanding  principal  balance  of  securities  for  fiscal  years  1992, 
1993  and  1994,  are  shown  in  the  following  table: 

ACTUAL        ESTIHATE        ESTIMATE 
1992  1993  1994 

(Dollars  in  Thousands) 

Securities  Outstanding,  beginning  of  year 5422,926,501  5422,480,455  5458,012,429 

Issued  During  Year 72,164,297  70,000,000  71,000,000 

Principal  Payments  to  Securities  Holders 72,610,343  34,468,026  38,617,909 

Securities  Outstanding,  end  of  year 422,480,455  458,012,429  490,394,520 

The  REHIC  Program  is  scheduled  to  begin  in  1994.   Estimated  program  activity,  which 
involves  a  GNHA-guarantee  on  the  REMIC  security  that  is  backed  by  already  GNHA-guaranteed 
securities,  is  shown  in  the  following  table: 

ACTUAL       ESTIMATE       ESTIMATE 
1992  1993  1994 

(Dollars  in  Thousands) 

Securities  Outstanding,  beginning  of  year....  ...  ••■  ... 

Issued  During  Year ...  ...  $50,000,000 

Principal  Payments  to  Security  Holdere ...  ...  ... 

Securities  Outstanding,  end  of  year ...  ...  50,000,000 
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2.       Financing.   Application  and  guarantee  fees  and  other  chargeB  are  paid  by  ifisuers  of 
guaranteed  Becurlties  to  cover  GNHA's  iBBuing  and  claims  costs  under  the  guarantees,  and  provide 
additional  amounts  to  reduce  the  deficit.   The  Association  may  borrow  from  the  Treasury  in  order 
to  meet  obligations.   However,  it  has  not  had  to  use  that  authority. 

Expenses  reflect  cost  of  operations  including  a  write-down  of  assets  held  in  inventory 
(real  estate-owned  properties,  mobile  home  units,  mortgages,  and  claims  receivable)  to  the  lower 
of  cost  or  market  value.   During  1991,  $94.5  million  was  written-down.   Estimated  write-downs  for 
1992  and  1993  are  -$79.8  million  and  $30.7  million,  respectively. 

The  following  table  reflects  the  composition  of  program  net  income: 


Revenue; 

Investment  Interest 

Interest  on  Uninvested  Funds. 

Guarantee  Fees 

HEMIC  Fees 

Commitment  and  Other  Fees  a/. 

Servicing  Income 

Interest  on  Mortgages 

Sale  of  Servicing  Rights 

Subtotal 

Contingency 

Total  Revenue 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

(DollarG  in  Thousands) 

$155,960 

$133,294 

$146,651 

774 

293 

295 

264,285 

286,720 

308,938 
220,000 

29,258 

27,102 

28,504 

68,722 

68,035 

47,363 

2,022 

2,002 

1,982 

23,653 
541,099 

23,418 

521,021 

777, 151 

-72,011 

.  .  . 

.  .  . 

449,010 

541,099 

777,151 

Expenses ; 

Operating  Expenses: 

Administrative  Expenses 

Functional  Services 

Default  Expenses 

Servicing  Expenses 

REMIC  Expenses 

Other 

Total  Operating  Expenses 

Non-Operating  Expenses: 

Write-Down  of  Assets  to  Lower  of  Cost 

or  Market 

Subtotal 

Contingency 

Total  Expenses 

Net  Income 


6,595 
17,103 

8,349 

22,660 

NA 

11,012 

65,719 


-79.844 
-14,125 
-52,366 
-66,491 

515,501 


6,936 

8,038 

17,958 

18,856 

8,766 

9,205 

22,433 

11,594 

NA 

74,000 

17,567 

17,953 

73,660 

139,646 

104,343 

-30.645 

73,698 

467,401 


50.594 
190,240 
-50,555 
139,685 

637,466 


a/   Reflects  updated  information  available  subsequent  to  publication  of  the  President's 
Budget. 

Sale  of  Servicing  Rights 

Sales  proceeds  of  servicing  rights  in  fiscal  year  1992  was  $20.2  million  in  single  family 
and  S3. 7  million  in  multifamily  programs.   At  the  time  of  sale,  a  10  percent  down  payment  is  made 
and  the  balance  is  paid  based  on  the  settlement  date  of  the  contract.   In  fiscal  year  1992,  no 
revenue  was  realized  over  the  expenses.   Sale  of  servicing  in  fiscal  years  1993  and  1994  is 
estimated  to  be  $23.7  million  and  $23.4  million,  respectively. 

FEDERAL  CREDIT  REFORM 


The  Omnibus  Budget  Reconciliation  Act  (OBRA — P.L.  101-508)  requires  Federal  credit  programs 
to  implement  credit  reform  beginning  in  fiscal  year  1992.   This  year's  budget  presentation  for 
GNMA  has  been  structured  with  four  accounts  to  comply  with  the  requirements  of  OBRA.   In  fiscal 
year  1994  the  Financing  Account  will  outlay  $8.04  million  from  its  net  rsceipts  to  a  Receipt 
Account  from  which  will  be  appropriated  $8.04  million  for  administrative  expanses  into  the 
Program  Account.   The  Financing  Account  is  treated  as  an  Off-Budget  Account.   Budget  authority 
and  outlay  data  for  each  of  the  new  accounts  is  presented  in  the  following  table. 
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GNMA  MORTGAGE-BACKED  SECURITIES 

1994  CREDIT  REFORM  PRESENTATION 

(Dollars  in  Thousands) 


BUDGET  AUTHORITY 

On-Budqet  Accounts i 


Liquidating  Account; 

Gross  Budget  Authority $1,522,590 

Offsetting  Collections -1,522,590 

Net  Budget  Authority  ( Mandatory ) .  •  • 

Program  Account: 
Appropriation: 

Administrative  Expenses 6,038 

Credit  Subsidy __i.;_l 

Total  Budget  Authority  (Discretionary)..  8,038 

Receipt  Account ; 

Deduction  for  Offsetting  Receipts: 
Proprietary  Receipts  from  the  Public 
(Discretionary) -8,038 

Off-Budget  Account: 
Financing: 

Gross  Outlays 24,448 

Offsetting  Collections -24,448 

Net  Outlays  (Mandatory) ... 

OUTLAYS ; 

On-Budqet  Accounts: 
Liquidating  Account: 

Gross  Outlays 1,029,404 

Offsetting  Collections -1,522,590 

Net  Outlays  (Mandatory) -493,186 

Program  Account: 

Outlays  (Discretionary) 8,038 

Receipt  Account: 

Deduction  for  Offsetting  Receipts: 
Proprietary  Receipts  from  the  Public 
(Discretionary) -8,038 

Off -Budget  Account: 
Financing: 

Gross  Outlays 8,038 

Offsetting  Collections 24,448 

Net  Outlays -16,410 
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DBPAATMBNT  OF  BOUSING  AMD  ORBAN  DKVBIX>PKEHT 

GOVBRNHBIIT  HATIORAL  MORTGAGE  ASSOCIATION 

HANAGBMBNT  AND  LIQUIDATING  FONCTIONS  FUND 

PROGRAM  HIGmiGBTS 

BODGBT         CORRXRT  INCRBASB-f 

ACTUAL       BSTIMATB        BSTINAXB     BSTIMATB  DBCRBASB- 

1992         1993  1993        1994  199*  Vs  1993 

(OollBTS  in  Thouaands) 

Inveetmant  Portfolio $6£,SSS      $65,752        $63,807       $60,607       -$3,200 

Budget  Outlava  (net) -4,494      -4,388         -4,099       -3,993  -106 

Budget  Authority  (net) ...         ... 

SUMMAK?  OF  BODGBT  BSTIMATBS 

1.  SUMMARY  OF  BUDGBT  RBQOBST 

The  last  remaining  mortgage  cosmitments  were  purchased  in  1988.   The  remaining 
$34  million  in  mortgages  were  sold  in  1989  leaving  an  investment  portfolio  consisting  mainly  of 
FHA  debentures  that  were  acquired  through  mortgage  foreclosures.   GNNA  does  not  foresee  having  to 
reinstate  any  mortgages  that  had  either  been  sold  or  prepaid. 

2.  CHANGBS    FROM    1992    BSTIMATBS    IBCLUDBD    IN    1993    BUDGET 

Actual  1992  net  receipts  totalled  $4.S  million  versus  the  1993  Budget  estimate  of 
$4.3  millon  due  to  reduced  Treasury  interest  rates. 

3.  CHANGES  FROM  1993  BODGBT  BSTIMATBS 

The  change  in  the  receipt  estimate  from  $4,388  thousand  to  $4,099  thousand  reflects  a 
revision  of  the  Treasury  interest  assumption  on  the  $63.8  million  Treasury  security  portfolio. 

PROGRAM  DESCRIPTIONS 

GNMA  is  responsible  for  managing  and  liquidating  the  portfolio  of  mortgages  acquired  prior 
to  the  FHNA  Charter  Act  of  1954,  and  loans  or  other  obligations  that  %<ere  subsequently  acquired 
as  required  by  law.   In  19SS,  the  Association  was  given  responsibility  for  managing  and 
liquidating  the  remaining  portfolio  of  the  Reconstruction  Finance  Corporation  Mortgage  Company 
and  the  Defense  Home  Corporation.   In  1985,  all  remaining  assets  and  liabilities  of  the  old 
-tandem  plan*  programs  were  transferred  to  the  Fund. 

OPBRATING  RESULTS 

As  of  September  30,  1992,  the  accumulated  net  worth  was  $67.7  million.   This  resulted 
primarily  from  the  forgiveness  of  $12.7  billion  of  Treasury  debt  in  fiscal  year  1985. 
Accumulated  net  worth  estimates  at  year  end  for  fiscal  year  1993,  and  fiscal  year  1994  are 
$64.9  million  and  $61.7  million  respectively.   The  net  worth  figures  for  fiscal  year  1992,  fiscal 
year  1993  and  fiscal  year  1994  reflect  the  transfers  of  excess  funds  to  Treasury  of  $6.7  million, 
$7  million  and  $7.2  million  respectively.   The  following  table  summarizes  the  operating 
activities  for  the  Management  and  Liquidating  Fund  for  the  periods  covered  by  these  estimates i 

Cumulative      1992        1993        1994 
Through  1991    Actual     Estimate   Estimate 
(Dollars  in  Thousands) 

Revenue $  7,785,225  $  4,654      $   4,299    $   4,003 

Expenses -17,586.827  -110  -116  -10 

Net  income  or  loss -9,801,602  4,544  4,183  3,993 

Payments  to  Treasury 2,630,657  6,651  6,983  7,193 

Appropriations 80,917  ...  ...  ... 

Debt  forgiveness 12,654,955 

Adjustments -233,769  a/ 

Cumulative  retained  ~ 

earnings 69,844  67,737  64,937  61,737 

a/  Represents  prior  year  adjustments  consisting  of:   (1)  unrealized  depreciation  (lower  of 
cost  or  market)  of  -$235,209  thousand  on  $883.6  million  of  mortgages  held  at 
September  30,  1986  and  (2)  recovery  of  $1,440  thousand  in  prior  year  expenses. 
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The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  dealing  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Juetif ications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
years — 1992,  1993  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  3:   GOVERNMENT  NATIONAL  MORTGAGE  ASSOCIATION 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

Total  Budget  Activity $6,705      $7,046       $7,052        $8,048       +S996 

Full-Time  Permanent  Appointments, 
End  of  Year 67  68  65  72  +7 

Full-Time  Equivalent  Employment..        70  68  69  72  +3 

NOTE:  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  1994  Budget  includes  an  estimate  of  $8,048  thousand,  which  is  an  increase  of  $996 
thousand  from  the  1993  current  estimate  of  $7,052  thousand.   A  staffing  level  of  72  FTEs  is 
proposed.   The  current  estimate  of  1993  staffing  is  69  FTEs.   An  increase  of  three  (3)  FTEs  is 
proposed  for  fiscal  year  1994  to  support  the  Real  Estate  Mortgage  Investment  Conduit  (REMIC) 
program.   A  description  of  the  REMIC  program  is  included  in  the  Mortgage-Backed  Securities 
section  of  these  justifications. 

Beginning  in  fiscal  year  1994,  GNMA  will  assume  responsibility  for  direct  payment  from 
programmatic  funds  for  third  party  ADP  charges  of  $2  to  S3  million,  instead  of  including  such 
charges  in  the  total  reimbursement  by  GNMA  to  the  Department  for  ADP  services.   This  will  place 
ADP  third  party  charges  on  the  same  basis  as  other  third  party  costs  incurred  by  GNMA  in  the 
operation  of  its  programs. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  Government  National  Mortgage  Association  (GNMA)  is  responsible  for  the 
administration  of  activities  associated  with  the  Mortgage-Backed  Securities  (MBS)  Program  and  the 
Management  and  Liquidating  Functions  Fund.   The  Participation  Sales  Fund  was  terminated  in  1989 
after  satisfying  outstanding  administrative  obligations.   A  brief  description  of  GNHA's  programs 
is  provided  below: 

a.  Mortgage-Backed  Securities.   Section  306(g)  of  the  National  Housing  Act  authorizes 
GNMA  to  guarantee  the  timely  payment  of  principal  and  interest  on  securities  which  are  issued  by 
approved  financial  institutions  and  which  are  backed  by  the  Federal  Housing  Administration  (FHA), 
the  Department  of  Veterans  Affairs  (VA),  or  Farmers  Home  Administration  (FmHA)  mortgages. 
Guaranteeing  securities  requires  the  examination  and  underwriting  of  applications  from 
prospective  issuer  firms,  the  preparation  and  supervision  of  pool  documents,  the  review  of  books 
and  records  bearing  on  the  issuances  of  mortgage-backed  securities,  and  the  issuance  of 
certificates  to  original  purchasers  and  to  secondary  market  assignees.   Guarantees  issued  were 
$72. 2  billion  in  1992  and  are  estimated  at  $70  billion  in  1993  and  $71  billion  in  1994.   Also,  on 
September  30,  1992,  GNHA  had  a  combined  mortgage  servicing  portfolio  of  approximately 

$8.3  billion  that  it  has  been  forced  to  service  because  of  issuer  defaults.   GNMA  estimates  the 
new  REMIC  program  will  issue  $50  billion  in  1994. 

b.  Management  and  Liquidating  Functions  Fund.   GNMA  is  responsible  for  managing  and 
liquidating  the  portfolio  of  mortgages  acquired  prior  to  the  Federal  National  Mortgage 
Association  (FNMA)  Charter  Act  of  1954  and  loans  or  other  obligations  that  were  subsequently 
acquired  as  authorized  by  law.   In  1955,  the  Association  was  given  responsibility  for  managing 
and  liquidating  the  remaining  portfolio  of  the  Reconstruction  Finance  Corporation  Mortgage 
Company  and  the  Defense  Home  Corporation.   In  1985,  all  remaining  assets  and  liabilities  of  the 
old  "Tandem  Plan"  programs  were  transferred  to  the  Fund.   The  Budget  reflects  the  Fund  managing 
mostly  an  investment  portfolio  of  FHA  debentures. 
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ACTOAL 
1992 

ESTIMATE 
1993 

ESTIMATE 
1994 

(Dollars  in  Thousande) 

$72,164,297 
422,480,455 

$70,000,000 
458,012,429 

$71,000,000 
490,394,520 

... 

... 

50,000,000 
50,000,000 
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c.   Work  Performed  Onder  Contract.   With  regard  to  the  Mortgage-Backed  Securities 
Program,  Coppers  and  Lybrand  performs  reviews  of  monthly  accounting  reports  on  all  securities 
issuances,  performs  periodic  on-site  revie%fB  of  MBS  issuers,  and  assists  in  resolving  default 
situations.   Chemical  Bank  of  Hew  York  is  GHMA's  registrar,  transfer  pool  processing  and  central 
paying  agent.   Also,  GNHA  is  currently  under  contract  with  approximately  eight  mortgage  servicers 
to  service  defaulted  MBS  servicing  portfolio. 

2.  WOMOOAP 

TYPE  OF  ACTIVITY  BY  FUNCTION 

Guarantees  of  Mortgage-Backed  Securities 

Issued  during  year 

Outstanding,  end  of  year 

REMIC 

Issued  during  year 

Outstanding,  end  of  year 

Management  and  Liquidation  Functions 

Investment  Portfolio 66,556  63,807  60,607 

3.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  sumnary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1992,  1993  and  1994.   All  staff  for  this  activity  are  located  in  Headquarters. 

GRADE 

Executive  Level  IV 

ES-5 

ES-4 

ES-3 

GS/GM-15 

GS/GM-14 

GS/GM-13  and  below 

Total  Full-Time  Permanent  Appointments 
Pull-Time  Equivalent  Braployraent 

BXPLAMATIOW  OF  STAFFING  RBQOIREMBMTS 

The  following  tables  indicate  the  distribution  of  full-time  equivalent  employment  for  the 
organizations  within  GNMA  and  are  followed  by  a  discussion  of  the  functions  and  staffing 
requirements  for  each  of  those  organizations. 


Office  of  the  President 

Office  of  the  Executive  Vice  President. 

Office  of  the  Vice  President,  Asset 
Management 

Office  of  the  Vice  President,  Mortgage- 
Backed  Securities 

Office  of  Finance 

Total  Full-Tlme  Equivalent  Boploynent 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

1 

1 

1 

1 

3 

3 

... 

... 

8 

11 

11 

10 

10 

44 

42 

46 

67 

Ss 

72 

70 

69 

72 

BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

6 

6 

6 

6 

2 

3 

4 

4 

... 

14 

14 

14 

14 

... 

31 

30 

30 

32 

+2 

16 

15 

15 

16 

+  1 

69 

ZS 

6? 

7? 

+  3 
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1.  Office  of  the  President.   This  Office  directs  and  supervises  the  activities  of  the 
Association,  coordinates  the  activities  of  the  various  offices  within  the  organization,  and 
manages  the  administrative  affairs  of  the  Association.   It  provides  and  coordinates 
administrative  services  in  the  areas  of  personnel,  space  planning  and  utilization, 
telecommunications,  property  safety,  and  other  services  for  GNMA. 

2.  Office  of  the  Executive  Vice  President.   This  Office  is  responsible  for  the  direction, 
management,  and  coordination  of  the  operating  programs  on  a  day-to-day  basis.   The  Office  also  is 
responsible  for  evaluating  the  effectiveness  of  the  various  programs  and  for  controlling  programs 
and  management  policies. 

3.  Office  of  the  Vice  President  for  Asset  Management.   The  responsibilities  of  this  Office 
are  to  administer  GNHA's  MBS  servicing  portfolio  acquired  through  issuer  defaults  and  the 
Management  and  Liquidating  Functions.   This  responsibility  includes  overseeing  the  servicing  of 
GNMA  MBS  pools,  selling  properties  and  mobile  home  units  obtained  through  loan  foreclosures,  and 
the  sale  of  mortgages. 

4.  Office  of  the  Vice  President  for  Mortgage-Backed  Securities.   This  Office  administers 
the  review  of  applications  for  the  guarantee  of  mortgage-backed  securities,  the  processing  and 
issuance  of  securities,  and  the  monitoring  of  active  issuers.   The  Office  maintains  all 
documentation  in  connection  with  mortgage  pools  and  monitors  the  ongoing  administration  of 
outstanding  securities  pools.   The  office  will  administer  the  REHIC  program,  and  an  increase  of 
two  (2)  FTEs  is  proposed  for  fiscal  year  1994. 

5.  Office  of  the  Vice  President  for  Finance.   This  Office  administers  the  fiscal,  budget, 
accounting,  and  statistical  activities,  including  development  and  maintenance  of  systems  and 
procedures,  analysis,  control  and  preparation  ot  statements,  reports  and  estimates  and  insures 
that  internal  accounting  and  administrative  controls  are  in  place  to  protect  GNMA  assets.   This 
Office  is  responsible  for  evaluating  and  monitoring  accounting  functions  performed  by  GNMA 
Bubservicers,  contractors  and  vendors.   This  Office  arranges  for  all  financing  activities, 
manages  the  investment  program,  and  is  responsible  for  the  daily  cash  management  function  of  the 
Association.   An  increase  of  1  FTE  is  proposed  in  1994  to  support  the  REMIC  program. 

4.   CONTRACTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

Audit  Services ...       $100         $76         ...  -$76 

A  decrease  of  $76  thousand  reflects  the  transfer  of  audit  services  to  the  Office  of 
Inspector  General. 
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AND 

PBDBRAI,  HOME  LOAN  HORTGAQB  CORPORATION 

The  Federal  Home  Loan  Hortgage  Corporation  (FHLMC)  and  the  Federal  National  Mortgage 
Association  (FNMA)  are  Government-Sponsored  Enterprises  (GSEs),  operating  under  Congressional 
charters,  and  owned  by  private  shareholders.  The  status  of  the  two  corporations  as  GSEs  provides 
them  with  special  privileges  In  return  for  accomplishing  certain  public  purposes  prescribed  by 
their  charters,  and  it  subjects  them  to  regulation  by  the  Department  of  Housing  and  Drbon 
Development.   The  Treasury  is  authorized  to  make  up  to  $2.25  billion  of  loans  to  the  Federal 
National  Hortgage  Association.   Such  loans  were  made  in  the  first  few  months  of  the  Association's 
existence  as  a  private  corporation  while  it  arranged  lines  of  credit  with  conraerclal  banks.  No 
loans  have  been  made  since  that  time  and  the  loan  authority  will  be  used  only  in  emergency 
situations. 

The  New  Act 

Under  the  Housing  and  Conmunity  Development  Act  of  1992  (P.L.  102-550),  the  Director  of  the 
newly  created  HUD  Office  of  Federal  Housing  Enterprise  Oversight  (OFHEO)  is  responsible  for 
ensuring  that  FNHA  and  FHLHC  are  adequately  capitalized  and  operating  safely.  The  Act  authorizes 
the  Department  to  collect  annual  assessments  from  the  GSEs  to  provide  for  the  Office's  costs  and 
expenses. 

Except  for  safety  and  soundness  matters  and  certain  duties  and  functions  of  the  Director 
that  are  not  subject  to  the  Secretary's  review  and  approval,  the  Secretary,  under  the  Act,  has 
general  regulatory  power  over  FNMA  and  FHLMC  and  is  directed  to  make  rules  and  regulations  to 
ensure  that  the  purposes  of  the  FNHA  Charter  Act  and  the  FHLMC  Act  are  accomplished  and  that  the 
Secretary's  authorities  in  the  Act  are  carried  out.  Under  the  Act,  the  Secretary  also  has 
increased  regulatory  responBlbilitles  including!  establishing,  monitoring,  and  enforcing  housing 
goals  for  the  GSEs'  purchase  of  mortgages  on  housing  for  low-  and  moderate-income  families, 
housing  located  In  central  cities,  rural  areas,  and  other  underserved  areas,  and  housing  meeting 
the  needs  of  and  affordable  to  low-income  families  in  low-Income  areas  and  very  low-income 
families;  approving  new  programs;  establishing  Fair  Housing  requirements;  reporting  annually  to 
Congress,  including  reports  on  the  housing  goals;  and  reviewing  and  approving  certain 
determinations,  actions,  and  functions  of  the  Director. 
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DEPARTMENT  OF  HOUSING  AMD  DRBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

COMMUNITY  DEVELOPMENT  GRANTS 

PROGRAM  HIGHLIGHTS 

BUDGET      CURRENT  INCREASE  + 

ACTUAL      ESTIMATE     ESTIMATE     ESTIMATE  DECREASE  - 

1992         1993         1993         1994  1994  V6  1993 
(Dollars  in  Thousands) 

Block  Grants  (Title  I)i 
Program  Level i 

Obligations $3,377,457   $2,906,000   $6,751,412   $4,329,675   -$2,421,737 

Appropriations  i 

Enacted  or  proposed 3,400,000    2,900,000    4,000,000    4,223,675     +223,675 

Proposed  Supplementals i 

Direct  Appropriation HA         ...    2,536,000         ...   -2,536,000 

Proposed  transfer  from 

Public  Housing HA         ...       40,000         ...      -40,000 

Enacted  transfer  fromt 
Urban  Development 

Action  Grants 19,239   ._^  25,000   :_^     -25,000 

Total  Available 3,419,239    2,900,000    6,601,000    4,223,675   -2,377,325 

Budget  Outlays 3,090,281    3,339,200    3,810,960    4,983,255   +1,172,295 

CDBG  Loan  Guarantees  (Section  108)1 

Guarantee  Commitments 
(Private  Financing) i 

Limitation 225,000         ...    2,000,000    2,054,000      +54,000 

Commitments  Hade 163,780         ...    2,000,000    2,054,000      +54,000 

FFB  Direct  Loans; 

Budget  Outlays -32,214     -35,000     -35,000     -25,000      +10,000 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  1994  Budget  proposes  an  appropriation  of  $4,224  million  for  the  Community 
Development  Bloc)c  Grant  (CDBG)  program.   This  amount  includes  $90  million  as  part  of  the 
Administration's  'Investment  Initiative.*   The  CDBG  program  is  currently  authorized  at 
$4,168  million  for  1994;  therefore,  an  additional  authorization  of  $56  million  is  required  to 
support  the  1994  appropriation  request. 

The  Budget  proposes  $2,054  million  of  additional  Section  108  Loan  Guarantee  commitments 
for  1994. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

Actual  1992  obligations  ($3,377  million)  were  $129  million  less  than  the  estimate 
($3,506  million)  primarily  because  more  entitlement  allocations  (metrojpolitan  cities,  urban 
counties  and  Indian  tribes)  and  Special  Purpose  Grants  (Section  107)  funds  were  carried  over  for 
obligation  into  1993  than  had  been  anticipated. 

The  actual  transfer  of  UDAG  funds  to  CDBG  ($19,239  thousand)  was  greater  than  the 
estimate  ($142  thousand)  because  of  the  additional  transfer  of  $19,097  thousand  made  pursuant  to 
Section  119 (o)  of  the  Housing  and  Community  Development  Act  of  1974,  as  amended.   These 
additional  funds  will  be  used  in  1993  to  fund  technical  assistance  activities  under  Section  107 
of  the  1974  Act  ($18,897  thousand)  and  for  training  of  HUD  staff  ($200  thousand). 

Actual  outlays  ($3,090  million)  were  99  percent  of  the  estimate  ($3,125  million). 

The  actual  amount  of  Section  108  loan  guarantee  commitments  ($164  million)  in  1992  was 
73  percent  of  the  available  limitation  ($225  million).   The  shortfall  of  1992  commitments  below 
the  limitation  was  primarily  due  to  the  timing  of  the  additional  limitation  of  $85  million 
enacted  in  the  Dire  Emergency  Supplemental  Appropriations  Act,  1992  (P.L.  102-368),  dated 
September  23,  1992.   The  additional  limitation  was  only  available  until  September  30,  1992. 

Actual  Section  108  net  receipts  ($32.2  million)  were  less  than  the  estimated  net 
receipts  of  $35  million  because  repayments  were  less  than  projected. 
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Community  Development  Grants 

3.   CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  proposed  an  appropriation  of  $2.9  billion  but  Congress  enacted  an 
appropriation  of  $4  billion.   In  addition,  a  supplemental  appropriation  of  $2,536  million  is 
proposed  for  1993  to  stimulate  the  economy  and  create  new  jobs.   Also,  the  1994  Budget  proposes  a 
1993  transfer  of  $40  million,  from  the  $100  million  appropriated  in  P.L.  102-368  for  Public 
Housing  Disaster  Assistance,  to  be  used  instead  under  the  CDBG  program.   (Notet   The  $60  million 
balance  of  the  $100  million  Public  Housing  appropriation  is  proposed  for  transfer  to  the  HOME 
program. )   Finally,  an  estimated  S25  million  of  UDAG  recaptures  is  projected  to  be  transferred  to 
CDBG  in  1993  pursuant  to  Section  119(o)  of  the  HCD  Act  of  1974,  as  amended.   These  funds  will  be 
used  to  fund  activities  authorized  under  Section  107  of  the  1974  Act,  including  technical 
assistance. 

The  1993  Budget  estimated  that  obligations  would  be  $2,906  million  whereas  obligations 
are  currently  estimated  to  be  $6,751  million  or  $3,845  million  more  than  the  Budget  estimate. 
This  is  due  to  the  higher  appropriation  actually  provided  and  the  currently  proposed 
supplementals  for  this  program  in  1993,  as  well  as  the  larger  than  expected  unobligated  balance 
carried  over  from  1992  to  1993. 

The  1993  Budget  estimated  grant  outlays  at  $3,339  million.   Outlays  are  currently 
estimated  at  $3,809  million  which  is  $472  million  more  than  the  Budget  estimate,  reflecting 
primarily  the  increased  funding  planned  for  1993  and  the  accelerated  spending  planned  for  the 
1993  stimulus  supplemental  appropriation. 

The  1993  Budget  proposed  to  terminate  the  Section  108  Loan  Guarantee  program.   However, 
the  Congress  continued  the  program  for  fiscal  year  1993  at  a  $2  billion  commitment  level. 
However,  the  amount  ultimately  committed  in  1993  (up  to  the  $2  billion  limitation)  will  depend 
solely  upon  the  volume  of  qualified  applications. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  decrease  of  $2,422  million  in  obligations  for  1994  reflects  the  net  effect  of  several 
factors:   the  $2,536  million  stimulus  supplemental  appropriation  proposed  for  1993,  the 
$40  million  proposed  transfer  from  Public  Housing  in  1993,  the  use  of  $244  million  of  carryover 
funds  in  1993,  and  a  proposed  appropriation  increase  for  1994  of  $224  million  over  the  amount 
enacted  in  the  1993  Appropriations  Act  (P.L.  102-389). 

An  increase  of  $1,172  million  in  outlays  for  1994  reflects  the  additional  resources 
available  for  obligation  in  1993  which  impact  1994  outlays. 

The  Budget  proposes  $2,054  million  of  additional  Section  108  Loan  Guarantee  commitments  for 
1994. 

PROGRAM  DESCRIPTION 

1.  Program  Purpose.   Title  I  of  the  Housing  and  Community  Development  Act  of  1974,  as 
amended,  authorizes  the  Secretary  to  make  grants  to  units  of  general  local  government  and  States 
for  the  funding  of  local  community  development  programs.   The  program's  primary  objective  is  to 
provide  decent  housing  and  a  suitable  living  environment  and  to  expand  economic  opportunities, 
principally  for  persons  of  low-  and  moderate- income.   This  objective  is  achieved  by  limiting 
activities  to  those  which  carry  out  one  of  the  following  broad  national  objectives:   (1)  benefit 
low-  and  moderate-income  persons,  (2)  aid  in  the  prevention  or  elimination  of  slums  and  blight, 
or  (3)  meet  other  particularly  urgent  community  development  needs.   Beginning  in  1991,  at  least 
70  percent  of  all  CDBG  funds  received  by  a  grantee  must  be  used  for  activities  that  benefit 
persons  of  low-  and  moderate-income  over  a  period  of  up  to  3  years.   This  benefit  requirement  was 
increased  from  60  percent  by  the  Cranston-Gonzalez  National  Affordable  Housing  Act.   That  Act 
also  revised  the  program  to  enable  grantees  to  assist  directly  persons  in  becoming  homeowners  as 
well  as  revising  provisions  relating  to  the  IS  percent  public  services  cap  in  order  to  enable 
grantees  to  use  more  CDBG  funds  for  public  services. 

The  program  is  based  on  the  principle  that  recipients  have  the  responsibility  for 
selecting  eligible  activities  most  appropriate  to  their  local  circumstances.   In  addition, 
instead  of  competing  for  categorical  project  dollars  each  year,  the  entitlement  communities  and 
States  have  a  basic  grant  allocation  so  they  luiow  in  advance  the  approximate  amount  of  Federal 
funds  they  will  receive  annually. 

2.  Eligible  Recipients  and  Activities 

a.   Eligible  Recipients.   These  include  States,  any  unit  of  general  local  government 
(city,  county,  town,  township,  parish,  village  or  other  general  purpose  political  subdivision  as 
determined  to  be  eligible  for  assistance  by  the  Secretary),  the  District  of  Columbia, 
Puerto  Rico,  Guam,  the  Virgin  Islands,  American  Samoa,  the  Commonwealth  of  the  Northern  Marianas, 
the  Trust  Territory  of  the  Pacific  Islands  (Palau),  recognized  Indian  tribes,  and  Alaslcan  Native 
Villages. 
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b.   Eligible  Activities.   Section  105  of  the  Housing  and  Community  Development  Act  of 
1974,  as  amended,  permits  a  number  of  activities  to  be  undertaken  by  communities  assisted  under 
the  program,  ranging  from  the  provision  of  public  facilities  or  services  to  economic  development 
or  residential  rehabilitation  and,  in  some  cases,  substantial  reconstruction  of  housing. 

3.   Fund  Distribution.   After  deducting  designated  amounts  for  the  Special  Purpose  Grants, 
statutory  set-asides,  and  Indian  tribes,  the  balance  of  the  funds  appropriated  is  distributed 
70  percent  to  entitlement  communities  and  30  percent  to  States  for  their  nonentitlement 
communities  (small  cities). 

The  following  table  shows  the  actual  distribution  of  the  1992  appropriation  as  of 
September  30,  1992,  and  the  currently  projected  distributions  of  enacted  and  proposed 
appropriations  for  1993  and  1994  by  recipient  category. 


DISTRIBUTION  OF  APPROPRIATIONS 


CATEGORY 

EWTITLEMEMT  CITIES  AND  COUNTIES 

NONENTITLEMENT  (STATES  AND  SMALL  CITIES! ■ 

INDIAN  TRIBES 

SUBTOTAL 

SPECIAL  PURPOSE  GRANTS  (SECTION  107) 

INTEGRATED  DATA  BASE 

NEIGHBORH(X)D  DEVELOPMENT  PROGRAM 

EARLY  CHILDHOOD  DEVELOPMENT  PROGRAM 

199  3  SUPPLEMENTAL  TRANSFER  FROM 

PUBLIC  HOUSING — DISASTER  ASSISTANCE. . . . 

TOTAL 


ACTUAL 
1992 

ESTIMATE 
1993 

ESTIMATE 
1994 

(Dollars  in  Thousi 

ands) 

S2, 

1, 

T. 

,340,849 

,003,221 

33,930 

,378,000 

$4,480,098 

1,920,042 

65,360 

6,465,500 

$2,871,007 

1,230,431 

42,237 

4,143,675 

14,500 

64,000 

60,000 

500 

500 

2,000 

1,000  a/ 

5,000 

5,000 


3,400,000 


5,000 


40,000 
6,576,000 


15,000 


4,223,675 


a/  An  additional  S2  million  is  available  for  the  program  in  1993  within  the  Annual 
~   Contributions  appropriation. 

4.   Explanation  of  Funds  Allocated  by  Recipient  Category 

a.   Formula  Entitlement.   The  HCD  Act  of  1974,  as  amended,  provides  for  the  distribution 
of  funds  to  eligible  recipients  (metropolitan  cities  and  urban  counties)  for  community  purposes 
utilizing  the  higher  of  two  formulas,  as  shown: 


ORIGINAL  FORMULA 

Poverty  -  50  percent 
Population  -  25  percent 

Overcrowded  housing  -  25  percent 


SECOND  FORMULA 

Poverty  -  30  percent 
Population  growth  lag 

(1960-1990)  -  20  percent 
Age  of  housing  stoclt  -  50  percent 


"Age  of  housing  stoclc"  means  the  number  of  existing  year-round  housing  units 
constructed  before  1940,  based  on  Census  data. 

■Population  growth  lag"  means  the  extent  to  which  the  current  population  of  a 
metropolitan  city  or  urban  county  is  less  than  the  population  it  would  have  had  if  its  population 
growth  rate  between  1960  and  the  date  of  the  most  recent  population  count  had  been  equal  to  the 
growth  rate  of  all  metropolitan  cities  over  the  same  period. 

Metropolitan  Cities.   Cities  in  Metropolitan  Statistical  Areas  (MSAs)  with  a 
population  of  50,000  and  over  and  central  cities  of  MSAs  are  entitled  to  funding  on  the  basis  of 
one  of  the  formulas.   A  total  of  756  metropolitan  cities  are  eligible  to  receive  grants  from  1993 
funds.   Of  these,  16  have  elected  to  enter  into  joint  grant  agreements  with  their  urban  counties. 

Urban  Counties.   The  statute  also  entitles  urban  counties  to  formula  grants.   Of 
counties  meeting  the  required  population  threshold,  133  counties  are  eligible  for  funding  in 
1993.   These  urban  counties  included  over  3,300  cooperating  local  incorporated  units  receiving 
funding  under  the  program.   A  test  for  designation  as  an  urban  county  requires  that  the  county 
must  be  authorized  under  State  law  to  undertaJie  essential  community  development  and  housing 
assistance  activities  in  its  unincorporated  areas  which  are  not  units  of  general  local 
government . 
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The  urban  county  muEt  have  authority  to  perform  such  functions  in  its  participating 
incorporated  communities  either  under  State  law  or  through  cooperative  agreements.   These 
agreements  must  express  the  intention  of  the  urban  county  and  its  incorporated  jurisdictions  to 
cooperate  in  essential  community  development  and  housing  assistance  activities,  specifically 
urban  renewal  and  publicly  assisted  housing.   Participation  by  any  included  unit  of  government  is 
voluntary.   Urban  counties'  qualification  is  valid  for  a  3-year  period. 

Indian  Tribes.   Pursuant  to  the  National  Affordable  Housing  Act,  Indian  tribes  are 
funded  from  Section  106  beginning  in  1991.   One  percent  of  the  total  CDBG  appropriation  is  set 
aside  for  awards  to  the  tribes  on  a  competitive  basis.   In  1994  it  is  estimated  that  120  tribes 
will  be  funded  for  $42  million. 

b.  Wonentitlement  (States  and  Small  Cities  Program).   Nonentitlement  funds  are 
allocated  among  the  States  according  to  a  dual  formula,  with  the  allocation  being  the  higher  of 
amounts  determined  under  the  original  formula  or  a  second  formula  which  is  identical  to  that  used 
for  entitlement  communities  except  that  population  is  substituted  for  growth  lag* 

Presently,  States  have  the  option  of  administering  the  program  and  awarding  grants 
to  nonentitled  units  of  government,   where  the  State  does  not  so  elect,  HUD  distributes  the 
funds.   However,  under  the  UCD  Act  of  1974,  as  amended,  any  State  that  elects  to  administer  the 
Small  Cities  program  in  fiscal  year  1985,  or  thereafter,  shall  be  considered  to  have  assumed  this 
responsibility  permanently,  and,  if  it  fails  to  provide  an  annual  submission,  funds  will  be 
reallocated  among  all  States  in  the  succeeding  year.   Only  two  States  (New  York  and  Hawaii)  have 
not  elected  to  administer  the  program. 

c.  Special  Purpose  Grants.   The  Housing  and  Community  Development  Act  of  1992 

(P.L.  102-550)  expanded  Section  107  "Special  Purpose  Grants,*  to  include  emergency  assistance  for 
Los  Angeles,  Barrier  Removal  Act  funding.  Community  Outreach  Act  funding.  Community  Adjustment 
Planning,  and  assistance  to  joint  State/local  government/university  programs.   Previously, 
Special  Purpose  Grants  consisted  of  five  program  categories  providing  assistance  for:   community 
development  for  insular  areas;  Historically  Blac)c  Colleges  and  Universities;  Worlc  Study;  funding 
to  States  and  units  of  general  local  government  to  correct  any  miscalculation  of  their  share  of 
funds  under  section  106;  and,  technical  assistance  in  planning,  developing  and  administering 
programs  under  Title  I.   The  following  table  shows  the  distribution  of  the  Special  Purpose  Grants 
for  1992,  1993,  and  1994.   The  1993  and  1994  distributions  are  statutory  and  reflect 
Congressional  action  in  Public  Law  102-550. 


DISTRIBUTION  OF  APPROPRIATIONS 

1992  1993  1994 

(Dollars  in  Thousands) 


Insular  Areas 

Technical  Assistance 

Wor)c  Study  Program 

Historically  Black  Colleges  and  Universities. 

Joint  Community  Development 

Los  Angeles 

Regulatory  Barrier  Removal 

Community  Outreach 

Unallocated 

Total 


$7,000 


$11,000   a/ 


$7,000 


(19.097) 

b/ 

[25,000] 

b/ 

13,000 

3,000 

3,000 

3,000 

4,500 

6,500 
6,000 
6,000 
15,000 
7,500 

6,500 
6,000 

15,000 
7,500 

9,000 
64,000 

£/ 

2,000  c/ 

14,500 

60,000 

a/   Includes  $4,000  thousand  within  the  proposed  stimulus  supplemental. 

b/  The  amount  shown  for  Technical  Assistance  in  1992  represents  UDAG  program  recaptures 
~   transferred  to  CDBG  pursuant  to  Section  119(o)  of  the  HCD  Act  of  1974,  as  amended.   The 
Budget  estimates  $25  million  of  UDAG  recaptures  in  1993.   These  funds  will  be  made 
available  for  Section  107  activities,  including  technical  assistance. 

c/  The  unallocated  funds  may  be  used  for  three  categories  of  assistancei   technical 
assistance,  community  adjustment  planning,  and  correcting  formula  miscalculations. 

The  Budget  proposes  funding  assistance  for  activities  under  the  following  project 
categories  in  1993 i 

Insular  Areas.   Special  Purpose  Grants  are  the  source  of  funding  for  community 
development  activities  in  the  Insular  Areas.   Insular  Areas  funded  includei   the  Virgin  Islands, 
American  Samoa,  Guam,  the  Commonwealth  of  the  Northern  Marianas,  and  the  Trust  Territory  of  the 
Pacific  (Palau).   Typical  types  of  projects  includei 

—  construction  or  reconstruction  of  public  works  and  facilities; 

—  housing  rehabilitation; 

—  economic  development;  and 

—  public  services. 
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Technical  Assistance.   Technical  assistance  projects  are  to  assist  States, 
consQunities  and  Indian  tribes  in  planning,  developing  and  administering  Title  I  assistance.   The 
Technical  Assistance  program  is  used  to  provide  assistance  in  the  following  areas i 

increasing  grantee  effectiveness  to  plan  and  implement  Title  I  assistance; 

improving  the  economic  development  potential  of  governmental  units  and 
increasing  the  participation  of  the  private  sector  in  community  and  economic 
development  assisted  under  Title  I; 

leveraging  non-Title  I  funding  sources  in  the  use  of  Title  I  assistance. 

Work  Study.   The  primary  objective  of  the  Work  Study  program  is  to  train  a  cadre  of 
well  qualified  minority  and/or  economically  disadvantaged  professionals  to  plan,  implement  and 
administer  State  and  local  community  development  programs.   The  Work  Study  program  provides 
assistance  to  qualified  minority  and/or  economically  disadvantaged  students  participating  in 
community  development  work  study  programs  and  who  are  enrolled  in  full-time  graduate  or 
undergraduate  programs  in  community  and  economic  development,  community  planning,  or  community 
management. 

Historically  Black  Colleges  and  Universities.   Funding  under  this  category  is 
specifically  authorized  under  the  HUD  Reform  Act  of  1989.   The  program  helps  Historically  Black 
Colleges  and  Universities  (HBCU)  expand  their  role  and  effectiveness  in  addressing  community 
development  needs,  including  neighborhood  revitalization,  housing  and  economic  development  in 
their  localities,  consistent  with  the  purposes  of  Title  X  of  the  Housing  and  Community 
Development  Act  of  1974,  as  amended.   The  program  will  provide  grants  under  a  competition  limited 
to  HBCU.   The  list  of  eligible  activities  under  this  program  is  the  same  as  Title  I  of  the  HCD 
Act  of  1974. 

Joint  Community  Development.   Funding  under  this  new  section,  authorized  by 
Section  801  of  the  HCD  Act  of  1992,  would  provide  grants  to  State  and  local  governments  and 
institutions  of  higher  education  having  a  demonstrated  capacity  to  carry  out  Title  I  activities 
to  jointly  carry  out  eligible  Title  I  programs. 

Los  Angeles.   Section  801  of  the  HCD  Act  of  1992  authorizes  S6  million  in  1993  for 
"rebuilding  and  revitalizing  distressed  areas  of  the  Los  Angeles  metropolitan  area." 

Regulatory  Barrier  Removal.   The  Removal  of  Regulatory  Barriers  to  Affordable 
Housing  Act  of  1992  established  a  program  for  States  and  local  governments  to  remove  regulatory 
barriers  to  affordable  housing.   Such  barriers  could  include  tax  policies,  land  use  controls, 
zoning,  building  codes,  fees  and  charges,  growth  limits,  and  policies  that  affect  the  return  on 
investment  in  residential  properties.   State  and  local  governments  compete  for  funds  to  reduce 
the  barriers  by  conducting  surveys  of  existing  practices,  development  of  model  standards  and 
codes,  and  providing  technical  assistance  to  carrying  out  the  model  codes.   Any  such  barrier  must 
be  identified  as  a  barrier  in  the  Comprehensive  Housing  Af fordability  Strategy  (CHAS). 

Two-thirds  of  the  grant  funds  go  to  States.   State  grant  amounts  are  established  by 
formula.   The  formula  criteria  include,  but  are  not  limited  to,  low  vacancy  rates,  low  turnover 
rate  of  lower  cost  rental  units  and  substandard  housing  rates.   The  minimum  grant  amount  for  a 
State  is  9100,000.   The  remaining  one-third  of  grant  funds  will  be  allocated  to  units  of  general 
local  government  on  a  competitive  basis.   The  minimum  grant  to  local  governments  is  $10,000. 

Community  Outreach.   The  Community  Outreach  Partnership  Act  of  1992  establishes  a 
new  grant  program  for  a  S-year  demonstration  to  determine  the  feasibility  of  extending  a 
partnership  between  institutions  of  higher  education  and  communities  to  solve  urban  problems. 
Grants  go  directly  to  public  and  private  nonprofit  institutions  of  higher  education  to  establish 
and  operate  Community  Outreach  Partnership  Centers.   Research  and  outreach  activities  by  the 
Centers  will  focus  on  problems  associated  with  housing,  economic  development,  neighborhood 
revitalization,  infrastructure,  health  care,  job  training,  education,  crime  prevention,  planning, 
community  organizing  and  other  areas  deemed  appropriate  by  the  Secretary. 

Unallocated.   In  accordance  with  the  HCD  Act  of  1992,  these  Section  107  funds  shall 
be  used  for  the  following  three  categories:   technical  assistance,  community  adjustment  planning, 
and  correcting  formula  miscalculations. 

e.   Neighborhood  Development  Program.   The  Department  requests  $5  million  for  the 
John  Heinz  Neighborhood  Development  Program  in  1994.   The  objective  of  the  program,  which  is 
authorized  by  Section  123  of  the  Housing  and  Urban-Rural  Recovery  Act  (HURRA)  of  1983,  as  amended 
by  the  Housing  and  Community  Development  Act  of  1992,  is  to  support  neighborhood  development 
activities  by  providing  matching  funds  to  eligible  organizations.   There  have  been  six  funding 
rounds  through  1992  for  a  total  of  $13  million.   The  majority  of  the  269  projects  funded  thus  far 
involved  housing  activities,  followed  by  job  creation,  neighborhood  public  in^rovements,  and 
business  development.   An  additional  $1  million  from  the  1993  CDBG  appropriation,  plus  $2  million 
from  the  Annual  Contributions  for  Assisted  Housing  appropriation,  for  a  total  of  $3  million,  is 
available  for  use  in  1993. 
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£.   Early  Childhood  Development  Program.    The  Department  initiated  a  Public  Housing 
Child  Care  Demonstration  in  1988.   Section  222  of  the  HURRA,  as  amended  by  the  Housing  and 
Community  Development  Act  of  1967,  required  HUD  to  establish  a  demonstration  providing  grants  to 
nonprofit  organizations  to  provide  child  care  services  for  low-income  families  in  public  housing 
developments.   The  National  Affordable  Housing  Act  (P.L.  101-625)  redesignated  the  demonstration 
as  the  Early  Childhood  Development  Program.   Since  inception,  the  program  has  been  funded  with 
set-asides  from  the  Community  Development  Grants  appropriations  of  $5  million  in  1988  and  again 
in  1989,  $4.9  million  in  1990,  and  $S  million  in  each  of  1991,  1992,  and  1993.   An  additional 
$15  million  is  proposed  for  1994  to  continue  the  existing  aseistance  to  public  housing 
developments  and  to  expand  the  program  to  homeless  families.   In  1993,  32  grants  will  be  funded, 
and  7  5  additional  grants  are  expected  in  1994. 

Since  1990,  the  Early  Childhood  Development  Program  has  been  implemented  through  an 
Interagency  Agreement  with  the  Department  of  Health  and  Human  Services  (HHS).   Its  purpose  is  to 
establish  or  extend  Head  Start  Early  Childhood  Development  programs  in  or  near  public  and  Indian 
housing  developments  to  service  families  and  their  children.   In  1994,  the  program  will  be 
expanded  to  provide  assistance  in  or  near  facilities  providing  housing  for  homeless  families. 
The  traditional  Head  Start  program  is  only  a  part-day  program  which  does  not  allow  parents 
adequate  time  to  obtain  or  train  for  employment.   Under  the  Interagency  Agreement,  Early 
Childhood  Development  funds  have  been  used  to  expand  the  service  hours  of  Head  Start  to  a  full- 
day  program.   This  program  will  not  only  serve  children  3-  to  S-years  old,  but  also  will  serve 
infants  as  well  as  school-age  children  who  need  before-  and  after-school  care.   This  joint 
program   leverages  increased  Head  Start  funding  for  public  and  Indian  housing  residents  and 
homeless  families,  provides  employment  opportunities  for  the  parents  and  gueirdians,  and 
education,  health  screening  and  nutrition  programs  that  enhance  the  potential  for  children  to 
succeed  in  school.   The  Head  Start  approach  focuses  on  parent  involvement,  volunteerism  and 
in-service  training  for  staff,  many  of  who  are  public  and  Indian  housing  residents. 

The  $15  million  request  for  1994  will  enable  HUD  to  fund  approximately  75  Early 
Childhood  Development  Centers  at  an  average  cost  of  $200,000  for  up  to  17  months.   Each  center 
serves  approximately  50  children  thus  enabling  3,750  children  the  opportunity  to  participate  in  a 
full-day  comprehensive  early  childhood  education  program.   In  addition,  the  parents  or  guardians 
will  have  the  opportunity  to  participate  in  employment  and/or  job  training.   The  $15  million  will 
be  allocated  as  follows:   $6  million  to  the  existing  program  serving  Public  and  Indian  Housing 
residents,  and  $9  million  to  the  expansion  of  the  program  to  homeless  families. 

This  initiative  is  part  of  a  comprehensive  HUD/HHS  effort  to  forge  links  for 
resident  self-sufficiency,  jobs,  and  education  in  order  to  promote  upward  mobility  and  economic 
independence  for  parents  and  guardians  of  children  residing  in  public  and  Indian  Housing  and 
facilities  providing  housing  for  homeless  families. 

5.  Reallocation  of  Entitlement  Funds.   CDBG  amounts  allocated  to  a  metropolitan  city  or 
urban  county  in  a  fiscal  year,  which  become  available  for  reallocation  as  a  result  of  a  grant 
reduction,  are  first  reallocated  in  the  succeeding  fiscal  year  to  other  metropolitan  cities  and 
urban  counties  in  the  same  Metropolitan  Statistical  Area  (MSA).   These  communities  must  follow  a 
simple  certification  process  to  qualify  for  receipt  of  these  funds.   Under  an  amendment  contained 
in  the  Cranston-Gonzalez  National  Affordable  Housing  Act,  upon  issuance  of  regulations,  HUD  may 
provide  any  such  funds  that  become  deobligated  because  of  grant  reductions  to  other  metropolitan 
cities  and  urban  counties  that  have  unmet  community  development  needs  because  of  disasters  over 
the  preceding  3  years. 

6.  Reallocation  of  Nonentitlement  Funds.   Existing  law  requires  that  amounts  allocated 
for  use  in  a  State  in  a  fiscal  year  which  become  available  for  reallocation  must  be  reallocated 
according  to  the  following  criteria: 

—  in  the  case  of  actions  against  small  cities,  amounts  that  become  available  for 
reallocation  are  to  be  added  to  amounts  available  for  distribution  in  the  State 
in  the  fiscal  year  in  which  the  amounts  become  available;  or 

—  in  the  case  of  actions  against  the  State,  these  amounts  will  be  allocated  among 
all  States  in  the  succeeding  fiscal  year. 

7.  Loan  Guarantee  Authority.   Section  108  of  the  Housing  and  Community  Development  Act 
of  1974,  as  amended,  authorizes  the  Secretary  to  issue  Federal  loan  guarantees  of  private  mar)cet 
loans  used  by  entitlement  and  nonentitlement  communities  (the  latter  beginning  in  1991  pursuant 
to  the  Cranston-Gonzalez  National  Affordable  Housing  Act)  to  cover  the  costs  of  acquiring  real 
property,  rehabilitating  publicly  owned  real  property,  housing  rehabilitation,  and  certain 
economic  development  activities.   In  addition,  guaranteed  loan  funds  have  been  used  to  finance 
construction  of  housing  by  nonprofit  organizations  when  undertajcen  as  part  of  a  project  that  is 
also  financed  under  the  Rental  Housing  Development  Grants  or  Nehemiah  Housing  Opportunity  Grants 
programs, 

A  total  of  46  loan  guarantee  commitments  amounting  to  $163.8  million  were  issued  in 
1992.   For  fiscal  year  1993,  Congress  enacted  a  $2  billion  limitation  on  the  amount  of  loan 
guarantee  commitments  to  be  approved  during  the  year.   A  $2,054  million  loan  guarantee  authority 
is  requested  for  1994. 
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8.  Grant  Statement  Reoulrenente  and  RBvlnw.   Before  entltlonent  funds  are  awarded,  a 
grantee  must  submit  a  statement  of  comnunlty  development  objectives  and  projected  use  of  funds, 
together  with  certifications.   For  metropolitan  cities  and  urban  counties,  the  statement  of 
projected  use  of  funds  is  to  consist  of  proposed  community  development  activities.   In  addition, 
the  statement  must  include  an  identification  of  estimated  amounts  that  will  be  used  for 
activities  that  benefit  low-  and  moderate- income  persons.   Entitlement  cities  and  counties  must 
also  certify  they  are  following  a  current  HUD  approved  CBAS,  and  must  certify  that  any  housing 
activities  to  be  carried  out  with  the  funds  will  be  consistent  with  the  CHAS. 

For  States,  the  statement  is  to  consist  of  the  State's  community  development 

objectives  and  the  method  by  which  the  State  intends  to  distribute  funds  to  units  of  general 

local  government.   Beginning  In  1992,  States  had  to  certify  their  method  of  distribution  is 
consistent  with  the  State  CHAS. 

Statements  submitted  by  entitlement  communities  and  States  are  not  subject  to  HOD 
approval.   However,  statements  submitted  by  communities  under  the  HUD-administered  Small  Cities 
program  and  the  Indian  program  are  subject  to  a  competitive  review  and  selection  process. 

Onder  a  requirement  added  by  the  Cranston-Gonzalez  Rational  Affordable  Housing  Act 
and  amended  by  the  BCD  Act  of  1992,  following  BUD'S  specification  as  to  its  form,  entitlement 
communities  and  States  must  also  submit  to  HUD  a  plan  which  identifies  their  non-housing 
connunity  development  needs. 

9.  Performance  Review.   Grantees  are  required  to  submit  annual  performance  reports  to 
HUD  concerning  the  uses  of  their  block  grant  funds.   HUD  is  required  to  review  grantees' 
performance,  at  least  annually,  to  determine  whether  they  have  carried  out  their  activities,  in  a 
timely  manner,  carried  out  their  activities  and  certifications  in  accordance  with  all  applicable 
laws,  and  have  a  continuing  capacity  to  carry  out  their  activities  in  a  timely  manner.   In  the 
case  of  States,  BUD  must  review  the  State  to  determine  if  it  distributed  funds  in  a  timely  manner 
and  consistent  with  its  method  of  distribution,  is  in  compliance  with  CDBG  requirements  and  other 
applicable  laws,  and  conducted  appropriate  reviews  of  the  local  governments  awarded  grants  by  the 
State.   HUD  is  authorized  to  terminate,  reduce,  or  limit  the  availability  of  the  funds  of  a 
grantee  according  to  review  findings  following  the  opportunity  for  a  hearing.   For  nonentltlement 
grants  made  by  HUD  to  small  cities,  HUD  may  adjust,  reduce,  or  withdraw  such  funds,  or  taJce  other 
action  as  appropriate  according  to  review  findings.   In  the  absence  of  a  detailed  application, 
the  importance  of  the  annual  report  and  monitoring  is  increased  substantially,  particularly  for 
entitlement  and  State  grantees,  and  the  HDD-administered  Small  Cities  program. 

STATUS  OF  FUNDS 

1.  Authorization.   Additional  authorization  of  $56  million  is  required  to  fund  the  1994 
request. 

2.  Balances  Available 

a.  Unobligated  balances.  The  following  table  compares  program  obligations  with  funds 
available  for  distribution  by  yeart 

ACTUAL         ESTIMATE  ESTIMATE 

1992  1993  1994 

( Dol lars  in  Thousands ) 

Unobligated  balance,  start  of  year $200,364  $244,412  $100,000 

^propriation 3,400,000  4,000,000  4,223,675 

1993  Supplemental  Appropriations ...  2,576,000  a/          ... 

Unobligated  balances  transferred  fromi  ~ 

Urban  Development  Action  Grants 19,239  25,000  ... 

Recaptures 2,316  6,000  6.000 

Total  Available 3,621,919  6,851,412  4,329,675 

Obligations,  gross  (excluding  reimbursements)  -3,377,457  -6,751,412  -4,329,675 

Lapsed -50  ^_^__iii  iii 

Unobligated  balance,  end  of  year 244,412  100,000  ... 

a/   Includes  proposed  stimulus  supplemental  of  $2,536  million  and  transfer  from  Public 
Housing  of  $40  million. 
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The  1993  Budget  assumed  that  there  would  be  $100  million  in  unobligated  funds  as  of 
September  30,  1992.  However,  the  actual  unobligated  amount  was  $244.4  million.  The  composition 
of  the  unobligated  balance,  at  the  end  of  1992,  is  as  shown  in  the  following  tablet 

AMoairr 

(Dollars  in  Thousands) 

ENTITLEMENT $130,887 

NONENJITLEHENT  (STATES  AND  SMALL  CITIES)..  467 

INDIAN  TRIBES 65,  467 

SPECIAL  PURPOSE  GRANTS 44,195 

NEIGHBORHOOD  DEVELOPMENT  PROGRAM 1,923 

INTEGRATED  DATA  BASE 500 

nNALLOCATBD  FUNDS 913 

TOTAL 244,412 

b.   Obligated  Balances.   The  status  of  obligated  balances  is  shown  in  the  following 
tablet 

ACTUAL  ESTIMATE 

1992  1993  1994 

(Dollars  in  Thousands) 

Obligated  balance,  start  of  year $5,672,565  $5,959,154  $8,893,606 

Obligations,  gross 3.377.457  6.751.412  «|329,675 

Subtotal 9,050,022  12,710,566  13,223,281 

Outlays -3,090,281  -3,810,960  -4,983,255 

Adjustment  in  unexpired  accounts -2,316  -6,000  -6,000 

Adjustment  in  expired  accounts 1.729  •  •  • ,  ,  •  • : 

Obligated  balance,  end  of  year 5,959,154  8,893,606  8,234,026 

BUDGET  OUTLAYS 

Budget  outlays  are  estimated  at  $3,811  million  in  fiscal  year  1993  and  $4,983  million  in 
fiscal  year  1994.   However,  actual  outlays  will  be  governed  by  the  rate  communities  expend  funds 
which  have  been  made  available.   The  1993  and  1994  outlay  eBti4nates  reflect  the  accelerated  rate 
of  expenditure  planned  for  the  1993  stimulus  supplemental  appropriation. 


A-8 


405 


CoiBsunlty  Development  Grants 

DISTRIBUTIOM  OP  FITODS  BY  STATB 

The  following  table  showB  combined  entitlement  and  nonentitlement  allocations  of  the  1992 
and  1993  and  1994  appropriations  by  State.   The  1993  amounts  include  separate  estimates  from  the 
1993  i^ipropriations  Act  (F.L.  102-389)  and  the  proposed  stimulus  supplemental.   The  1994  amounts 
represent  preliminary  estimates  which  are  subject  to  change. 

DISTRISnTIOB  OF  COMMUNITY  DBVELOPMBNT  GRAMTS 
BY  STATBS  AMD  TERRITORIES 


STATE  AMD  TERRITORY 


Actual 
1992 


Estimates  1993 


(P.L.  102-389)   Supplemental 
(Dollars  in  Thousands) 


Alabama $53,698  $58,993  $37,979 

Alas)ca 3,637  4,400  2,833 

Arizona 33,159  45,067  29,015 

Arkansas 27,927  31,126  20,037 

California 343,308  424,499  273,293 

Colorado 30,697  37,480  24,129 

Connecticut 38,133  42,360  27,271 

Delaware 7,175  7,406  4,768 

District  of  Columbia 18,572  20,260  13,043 

Florida 136,998  158,015  101,727 

Georgia 71,282  80,265  51,675 

Hawaii 15,399  16,828  10,834 

Idaho 8,458  9,896  6,371 

Illinois 182,974  208,075  133,959 

Indiana 66,670  77,115  49,646 

Iowa 38,532  44,639  28,739 

Kansas 26,780  31,674  20,389 

Kentucky 48,762  56,024  36,068 

Louisiana 63,878  78,380  50,461 

Maine 16,088  18,057  11,625 

Maryland 53,650  59,154  38,084 

Massachusetts 98,525  111,463  71,762 

Michigan 132,088  155,745  100,269 

Minnesota 53,162  63,704  41,014 

Mississippi 36,981  42,349  27,265 

Missouri 70,402  81,622  52,549 

Montana 7,821  9,500  6,115 

Nebraska 19,248  22,084  14,218 

Nevada 8,900  12,232  7,876 

New  Hampshire 10,500  11,829  7,616 

New  Jersey 108,859  117,647  75,739 

New  Mexico 15,458  19,779  12,734 

New  York 348,009  388,685  250,237 

North  Carolina 63,047  69,173  44,533 

North  Dakota 6,709  7,861  5,060 

Ohio 156,063  182,248  117,331 

Oklahoma 28,111  34,819  22,416 

Oregon 27,748  33,455  21,539 

Pennsylvania 216,946  246,880  158,943 

Rhode  Island 15,937  18,013  11,597 

South  Carolina 37,366  41,963  27,017 

South  Dakota 8,227  9,139  5,883 

Tennessee 54,321  59,203  38,112 

Texas ,  200,289  262,540  169,024 

Utah 17,804  21,564  13,883 

Vermont 6,509  7,327  4,717 

Virginia 57,510  63,551  40,915 

Washington 47,000  57,143  36,790 

West  Virginia 24,769  29,364  18,904 

Wisconsin 59,013  70,094  45,129 

Wyoming 3,552  4,464  2,875 

Puerto  Rico 117.419  128.347  82.632 

Subtotal 3,344,070  3,893^500  2,506)640 

Indian  Grants 33,930  40,000  25,360 

Special  Purpose  Grants 14,500  60,000  4,000 

Integrated  Data  Base 500  500  ... 

Neighborhood  Development  Program 2,000  1,000  «/  ... 

Early  Childhood  Development  Program..  5,000  5,000  ~  ... 

Transfer  Supplemental  (Disaster  Asst)     .^.                HA  40.000 

GRAHD  TOTAL 3,400,000  4,000,000  2,576,000 

a/  An  additional  $2  Billion  Is  avallabla  within  tha  1993  Annual  Contributions 
appropriation . 


Estimate 
1994 


$62,144 

4,635 

47,474 

32,788 

447,170 

39,482 

44,622 

7,802 

21,342 

166,454 
84,552 
17,727 
10,425 

219,188 
81,233 
47,023 
33,366 
59,016 
82,566 
19,021 
62,313 

117,416 

164,063 
67,106 
44,611 
85,981 
10,007 
23,263 
12,885 
12,461 

123,930 
20,835 

409,443 

72,867 

8,281 

191,981 
36,679 
35,242 

260,065 

18,975 

44,204 

9,627 

62,365 

276,561 
22,716 
7,718 
66,945 
60,195 
30,932 
73,837 
4,702 

135.202 
4,101,438 

42,237 
60,000 

5,606 
15,000 

4,223,675 
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DISTRIBOTION  OF  PROGRAM  OBLIGATIOMS 

The  following  table  shows  the  distribution  of  program  obligations  by  funding  cateaorw  in 

1992,  1993,  and  1994.  "     m   Y  ^n 

ACTDAL             ""!?*'»  ESTIMATE 

^**^              U93  1994 

(Dollars  in  Thousands)  

EHTITLBMEHT  (CITIES  AND  URBAN  COOMTIES)...    $2,313,921          $4,540,985  $2,941,007 

NONENTITLBMEHT  (STATES  AMD  SMALL  CITIES)..     1,010,726            1,920,509  1,230,431 

IWDIAN  TRIBES 306             130,827  42,237 

SPECIAL  PURPOSE  GRANTS 40,420            102,995  90,000 

NEIGHBORHOOD  DEVg^WMMI  PIWGRAM 2,106                2,|J3  j.oOO 

INTEGRATED  DATA  BASE ,,,,,,,,........  ...  i.OOO 

EARLY  CHILDHOOD  DEVELOPMENT  PROflK^ 1,971               5,000  15,000 

TRANSFIB  SOPPLEMENTAL  fpISASTBR  ASSISTANCE)  ...  40,000 

GRANTS  AND  CdTSiCIS ;  :  :  ...  973 

HOD  TRAINING ...  200 

RECAPTURES [2.3161  a/           6.000  a/  6,000  a/ 

TOTAL  (GROSS) 3,377,457          6,751^412  ~  4,3*9,^75  ~ 

a/  The  actual  1992  distributioi;  of  obligations  by  category  includes  the  use  of  funds 

recaptured  in  1992.   However,  an  estimate  of  the  future  reuse  of  recaptured  funds  by 
category  has  not  been  made  for  fiscal  years  1993  and  1994. 
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COMMUNITY  PLANNING  AND  DEVELOPMENT 

HOME  INVESTMENT  PARTNERSHIPS  PROGRAM 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  + 

ACTUAL    ESTIMATE      ENACTED     ESTIMATE      ESTIMATE  DECREASE  - 

1992       1993        1993        1993         1994  1994  vs  1993 
(Dollars  in  Thousands) 

Program  Level t 

Obligations $1,426,059   5700,000  NA   $1,193,941    $1,600,000   +$406,059 

Budget  Authority  I 

Enacted  or  proposed 1,500,000  700,000   $1,000,000    1,000,000     1,600,000    +600,000 

199  3  Supplementals: 

Direct  appropriation..         HA       ...       60,000  a/    60,000  a/        ...     -60,000 
Proposed  transfer  from  ~ 

Public  Housing NA       . .  ■   JJA      60,000  a/       . . .    -60,000 

Total,  BA 1,500,000  700,000    1,060,000    1,120,000     1,600,000    +480,000 

Budget  Outlays 2,735    269,000  NA     277,400      855,602    +578,202 

a/   Included  in  the  Dire  Emergency  Supplemental  Appropriations  Act,  1992  (P.L.  102-368)  but 
not  available  for  use  until  1993. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  an  approp^Mtion  of  $1.6  billion  for  the  HOME  Investment 
Partnerships  program  in  1994.   This  amount  includes  $511.4  million  as  part  of  the 
Administration's  "investment  initiative." 

2.  CHANGES  FROM  1992  BUDGET  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  1993  Budget  assumed  that  the  full  amount  available  in  1992  would  be  obligated  in 
that  year.   Actual  obligations  ($1,426  million)  ware  95  percent  of  the  funds  available  for 
obligation  ($1,500  million). 

Actual  budget  outlays  ($2.7  million)  were  less  than  the  estimate  ($30  million).   The 
Department  has  set  in  motion  several  steps  to  accelerate  the  expenditure  of  HOME  funds.   These 
steps  are  described  later  in  this  justification. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  proposed  a  HOME  appropriation  of  $700  million  but  Congress  enacted  an 
appropriation  of  $1  billion.   The  $60  million  supplemental  appropriation,  enacted  for  the  HOME 
program  in  P.L.  102-368  for  disaster  assistance,  was  not  reflected  in  the  1993  Budget  estimates. 
This  appropriation  did  not  become  available  for  obligation  until  October  31,  1992,  pursuant  to 
the  President's  message  to  the  Congress  designating  such  amount  as  an  emergency  requirement 
pursuant  to  section  251 (b) (2) (D) (i)  of  the  Budget  Enforcement  Act  of  1990.   In  addition,  the  1994 
Budget  proposes  a  1993  transfer  of  $60  million, from  $100  million  already  appropriated  in 
P.L.  102-368  for  Public  Housing  Development  and  Modernization,  to  be  used  instead  under  the  HOME 
program.   The  total  of  supplemental  appropriations  ($120  million)  will  be  provided  to  disaster 
victims  located  in  areas  impacted  by  Hurricane  Andrew,  Hurricane  Ini)ci  and  Typhoon  Omar.   (NOTE! 
The  $40  million  balance  of  the  $100  million  Public  Housing  appropriation  is  proposed  for  transfer 
to  the  CDBG  program.  ) 

The  increase  in  obligations  estimated  in  1993  reflects:   an  increased  1993 
appropriation,  the  obligation  of  the  $120  million  supplemental  appropriations,  and  the  obligation 
in  1993  of  the  $73.9  million  unobligated  balance  of  the  1992  appropriation.   The  increase  in 
outlays  reflects  the  increase  in  obligations  estimated  for  1993  and  the  acceleration  of  outlays 
discussed  later  in  the  justification. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  1994  Budget  proposes  an  appropriation  of  $1.6  billion,  an  increase  of  $480  million  over 
the  1993  appropriations.   The  1994  request  is  also  $511.4  million  over  the  Budget  -baseline- 
reflecting  the  Administration's  proposed  investment  initiative.   Obligations  will  increase  by 
$406  million  over  1993  because  of  the  obligation  in  1993  of  the  1993  supplemental  appropriations 
for  disaster  assistance  (including  the  $60  million  transfer  from  Public  Housing)  and  the 
carryover  of  unobligated  balances  from  1992  to  1993.   All  available  funds  are  expected  to  be 
obligated  by  the  end  of  1994.   Outlays  increase  in  1994  over  1993  as  additional  prior  year 
obligations  are  drawn  down  by  participating  jurisdictions  and  because  of  the  anticipated 
acceleration  in  the  rate  of  disbursement. 
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HOME  Investment  PartnershlpB  Program 
PROGRAM  DESCRIPTION 

1.  Program  Purpose.   The  HOME  Investment  Partnerships  program  is  authorized  under  Title  II 
of  the  Cranston-Gonzalez  National  Affordable  Housing  Act,  as  amended.   The  program's  purposes 
include: 

expanding  the  af fordability  of  housing  for  low-  and  very  low-income  families  through 
rental  assistance  and  assistance  to  first-time  homebuyers,  and  through 
rehabilitation,  acquisition  and  new  construction  of  housing; 

building  State  and  local  capacity  to  carry  out  affordable  housing  programs  and  to 
leverage  Federal  funds  with  State  and  local  contributions;  and 

expanding  the  capacity  of  nonprofit  community  housing  development  organizations  to 
develop  and  manage  housing. 

2.  Eligible  Recipients.   Eligible  recipients  include  States,  metropolitan  cities  and  urban 
counties,  Indian  Tribes,  and  Insular  Areas.   Under  certain  circumstances,  a  consortium  of 
geographically  contiguous  units  of  general  local  government  may  also  be  eligible  for  funding.   In 
order  to  apply  for  HOME  funds.  State  and  local  governments  must  develop  a  "Comprehensive  Housing 
Af fordability  Strategy"  covering  assisted  housing  activities.   The  strategy  must  be  approved  by 
the  Department  before  HOME  funds  can  be  received.   Indian  tribes  and  insular  areas  are  not 
required  to  submit  a  housing  strategy  to  apply  for  HOME  funding. 

3.  Allocation  of  Funds.   A  SI. 6  billion  appropriation  for  1994  would  be  allocated  to 
participating  jurisdictions  on  a  formula  basis — 60  percent  to  participating  local  governments  and 
40  percent  to  States — after  reserving  1  percent  ($16  million)  for  Indian  tribes,  0.2  percent 
($3.2  million)  for  the  Insular  Areas,  and  $25  million  for  technical  assistance. 

To  participate  initially  in  the  HOME  program  (based  on  an  appropriation  of 
$1.6  billion),  a  local  jurisdiction  would  need  to  qualify  for  a  minimum  grant  of  $750,000  to 
receive  direct  formula  assistance.   Cities,  counties  and  consortia  entitled  to  at  least  $500,000, 
may  still  qualify  if  they  have  previously  been  designated  as  a  participating  jurisdiction.   If 
they  are  not  yet  participating  jurisdictions,  they  would  be  eligible  to  receive  a  formula 
allocation  if  they  have  a  formula  amount  of  at  least  $500,000  and  provide  the  difference  below 
$750,000  from  State  or  local  funds,  or  if  the  State  agrees  to  transfer  HOME  funds  from  its  own 
allocation.   The  minimum  State  allocation  would  remain  at  $3  million  for  1994. 

The  following  table  shows  the  actual  1992  and  1993,  and  proposed  1994  allocations  for 
the  HOME  program! 


HOME  I 

Local  Governments 

States 

Indian  Tribes 

Insular  Areas 

Technical  Assistance 

Disaster  Supplemental  Appropriations 
Total 

a/   Includes  proposed  transfer  of  $60  million  from  Public  Housing. 

4.   Eligible  Activities.   Funds  can  be  used  for  tenant-based  rental  asslBtance,  acquisition, 
and  rehabilitation  of  affordable  rental  and  ownership  housing,  as  well  as  for  construction  of 
housing.   Participating  jurisdictions  may  choose  to  use  some  portion  of  their  HOME  funds  to  carry 
out  the  types  of  activities  formerly  funded  under  HDD's  Rental  Rehabilitation  Grants, 
Rehabilitation  Loans,  Urban  Homesteading  and  Nehemiah  programs,  subject  to  the  requirements  of 
the  HOME  program.   The  National  Affordable  Housing  Act  (P.  L.  101-625)  repealed  those  programs, 
effective  October  1,  1991. 

By  statute,  funds  may  not  be  used  toi   provide  tenant-based  rental  assistance  for  the 
special  purposes  of  the  existing  Section  8  program,  provide  non-federal  matching  requirements  for 
other  progreuns,  finance  public  housing  operating  subsidies  or  modernization,  or  provide 
assistance  for  preservation  of  federally  subsidized  housing  under  1987  or  1990  preservation  laws. 
The  Indian  set-aside  has  similar  restrictions.   The  Housing  and  Community  Development  Act  of  1992 
(P.L.  102-550)  revised  the  statute  to  permit  the  eligibility  of  administrative  costs  for 
participating  jurisdictions  and  Community  Housing  Development  Organizations  (CHDOs). 


ACTUAL          ACTUAL 

ESTIMATE 

1992             1993 

san( 

1994 

(Dollars  in  Thoi 

Is) 

$876,000       $592,800 

$933,480 

584,000        395,200 

622,320 

15,000         10,000 

16,000 

2,000 

3,200 

25,000 

25,000 

120,000 

a/ 

<  •  • 

1,500,000     1,120,000 

1,600,000 
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5.  Income  Targeting.   At  least  90  percent  of  HOME  funds  used  for  rental  housing  must  go  to 
unite  occupied  by  families  with  incomes  no  higher  than  60  percent  of  area  median  and  the 
remainder  must  go  to  units  occupied  by  families  at  or  below  80  percent  of  area  median.   All  funds 
for  homeownership  assistance  must  go  to  units  occupied  by  families  at  or  below  80  percent  of  area 
median.   Income  limits  are  adjusted  for  family  size. 

6.  Matching  Requirements.   Effective  with  ths  1)93  appropriation,  participating 
jurisdictions  must  provide  matching  contributions  of  at  least  25  percent  of  HOME  funds  used  for 
tenant-based  rental  assistance,  rehabilitation  (including  substantial  rehabilitation),  and 
acquisition;  and  30  percent  of  funds  used  for  new  construction.   The  VA-HUD-Indepandent  Agencies 
Appropriations  Act  of  1992  (P.L.  102-139)  waived  the  then-applicable  matching  requirements  for 
funds  appropriated  in  fiscal  year  1992. 

The  HCD  Act  of  1992  provides  that  the  matching  requirement  shall  be  reduced  by  SO 
percent  for  jurisdictions  that  are  in  fiscal  distress  and  by  100  percent  for  jurisdictions  that 
are  in  severe  fiscal  distress.   The  Secretary  may  also  reduce  the  matching  requirement  for 
jurisdictions  which  are  Presidentially  declared  disaster  areas. 

7.  Program  Administration.   The  Department  is  committed  to  improving  the  administration  of 
the  HOME  program  so  that  it  more  closely  conforms  with  congressional  intent  to  increase  the 
supply  of  housing  for  low-income  persons.   Local  officials  and  housing  providers  have  expressed 
growing  frustration  with  the  complexity  of  the  program.   This  is  evidenced  by  the  slow 
expenditure  rate  experienced  by  the  program  in  its  first  year  of  operation.   To  remedy  this 
problem,  the  Department  is  taking  several  administrative  and  regulatory  steps  to  reduce 
confusion,  simplify  program  requirements,  and  to  expedite  the  expenditure  of  funds. 

By  April  1993,  HUD  will  publish  regulatory  changes  which  increase  flexibility  in  HOME 
program  implementation.   Housing  constituency  groups  have  found  the  current  regulations  too 
restrictive.   Also,  the  Department  is  accelerating  the  issuance  of  additional  regulations 
necessitated  by  the  HCD  Act  of  1992. 

Early  data  submitted  by  participating  jurisdictions  that  have  committed  HOME  funds  to 
specific  projects  indicate  that  per  unit  costs  in  the  HOME  program  are  less  than  estimated 
previously.   Thus,  the  Department  is  revising  its  estimates  of  the  numbers  of  units  and  families 
expected  to  be  assisted  with  HOME  funds. 

8.  Expected  Accomplishments.   The  requested  appropriation  of  $1.6  billion  in  1994  is 
expected  to  provide  rental  assistance  to  some  22,000  fomiliee.   Additionally,  an  estimated  55,000 
units  are  projected  to  be  rehabilitated  or  constructed  with  the  1994  funding.   Of  those  units,  it 
is  projected  that  approximately  84  percent  will  involve  rehabilitation  and  about  16  percent  will 
be  new  construction  units. 

STATUS  OF  FUNDS 

1 .  Authorization.  This  program  is  authorized  under  Title  II  of  the  National  Affordable 
Housing  Act,  as  amended.  Authorization  is  available  to  support  the  appropriation  request  for 
1994. 

2.  Balances  Availoble 

o.   Unobligated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  year. 

ACTUAL         ESTIMATE        ESTIMATE 
1992  1993  1994 

(Dollars  in  Thousands) 

Unobligated  balance,  start  of  year ...  $73,941  ... 

Appropriations $1,500,000  1,120,000  SI. 600, 000 

Total  Available 1,500,000  1,193,941  1,600,000 

Obligations -1,426,059  -1,193,941  -1,600,000 

Unobligated  balance,  end  of  year 73,941           ... 

b.   Obligated  Balances.   The  status  of  obligated  balances  is  as  follows. 

ACTUAL  ESTIMATE        ESTIMATE 

1992  1993  1994 

( Dollars  in  Thousands ) 

Obligated  balance,  start  of  year ...  $1,423,324  $2,339,865 

Obligations  incurred $1,426,059  1,193,941  1,600,000 

Subtotal 1,426,059  2,617,265  3,939,865 

Outlays -2,735  -277.400  -855,602 

Obligated  balance,  end  of  year 1,423,324  2,339,865  3,084,263 
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DISTRIBUTION  OF  FUNDS  BY  STATE 

The  following  table  shows  HOME  Investment  Partnership  Program  allocations  of  the  1992,  1993 
and  1994  appropriations  by  State.   The  1994  amounts  represent  preliminary  estimates  which  are 
subject  to  change. 

DISTRIBUTION  OF  HOME  GRANTS  BY  STATE 


STATE  AND  TERRITORY 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois , 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana *  r  r  t 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

Subtotal 

Undistributed! 

Indian  Tribes 

Insular  Areas 

Technical  Assistance 

Subtotal 

Disaster  Assistance  Supplementals. . . . 

TOTAL 


ACTUAL 
1992 


$23,399 

3,864 

14,863 

12,832 

185,287 

14,931 

17,936 

5,047 

7,013 

59,080 

34,154 

7,746 

4,017 

76,511 

23,965 

11,494 

9,953 

21,544 

28,758 

5,814 

24,500 

41,405 

47,349 

17,158 

15,430 

24,494 

3,981 

6,480 

6,367 

4,113 

52,263 

7,052 

193,906 

30,289 

3,500 

60,353 

15,044 

14,915 

67,860 

6,649 

16,200 

3,559 

26,430 

83,265 

7,153 

3,500 

27,915 

22,425 

10,178 

21,452 

3,500 

23.107 

1,460,000 


15,000 

25. OOP 
40,000 


1,500,000 


ACTUAL 

ESTIMATE 

1993 

1994 

(Dollars  in  Thousands) 

$15,628 

$24,934 

3,567 

4,118 

10,053 

15,838 

8,618 

13,674 

123,421 

197,445 

9,932 

15,911 

11,974 

19,113 

4,352 

5,378 

4,745 

7,473 

39,195 

62,957 

22,734 

36,395 

6,186 

8,254 

3,353 

4,281 

51,028 

81,531 

16,030 

25,537 

7,734 

12,248 

6,653 

10,606 

14,463 

22,958 

19,218 

30,645 

3,918 

6,195 

16,282 

26,108 

27,811 

44,122 

31,689 

50,456 

11,432 

18,284 

10,372 

16,442 

16,378 

26,101 

3,335 

4,242 

4,905 

6,905 

5,222 

6,785 

3,499 

4,383 

34,936 

55,692 

4,705 

7,515 

129,931 

206,629 

20,692 

32,276 

3,335 

3,730 

40,183 

64,313 

10,051 

16,031 

9,919 

15,894 

45,308 

72,313 

4,868 

7,085 

11,069 

17,263 

3,335 

3,793 

17,624 

28,164 

55,192 

88,729 

5,729 

7,622 

3,335 

3,730 

18,758 

29,747 

14,981 

23,896 

7,191 

10,846 

14,378 

22,860 

3,335 

3,730 

15.418 

24,623 

988,000 

1,555,800 

10,000 

16,000 

2,000 

3,200 

25.000 

12,000 

44,200 

120,000 

... 

1,120,000 

1,600,000 
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DEPARTHENT  OF  HOUSING  AND  ORBAM  OEVELOPHBNT 

COMMUNITY  PLANNING  AND  DEVEIOPMENT 

OPPORTUNITIES  FOR  YOUTHi   YOUTHBUILO 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  -t- 

ACTUAL    ESTIMATE    ENACTED   ESTIMATE    ESTIMATE  DECREASE  - 

1992       1993       1993       1993        1994  1994  vs  1993 
(Dollars  in  Thousands) 

Program  Level ; 

Obligations NA       ...  NA       ...      $88,000     +$88,000 

Appropriations i 

Enacted  or  proposed NA       ...  NA       ...       48,000      +48,000 

Transfer  from  HOPE  Grants..       NA       ...  ...    $40,000  ...      -40,000 

Budget  Outlays NA       ...  NA       ...        4,000      +4,000 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  a  direct  appropriation  of  $48  million  for  the  Opportunities  for 
Youth:   Youthbuild  program  in  1994.   This  amount  includes  $29.5  million  as  part  of  the 
Administration's  "Investment  Initiative". 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  1993  Budget  did  not  propose  any  funding  for  this  program  in  1992. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  did  not  propose  any  funding  for  this  program  in  1993  and  the  1993 
Appropriations  Act  did  not  include  funding.   However,  Section  181(a)  of  the  Housing  and  Community 
Development  Act  of  1992  requires  that  at  least  5  percent,  but  not  more  than  $40  million,  of  the 
amounts  appropriated  for  the  HOPE  1,  2  and  3  programs  in  Fiscal  Year  1993  be  made   available  for 
the  Opportunities  for  Youthi  Youthbuild  program.   The  full  authorization,  $40  million,  is  being 
made  available  for  the  program  in  1993  and  is  being  transferred  from  the  HOPE  1  and  2  programs. 
The  1993  grants  are  expected  to  be  awarded  in  the  Fall  of  1993  and  obligated  in  December  1993. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  $48  million  appropriation  requested  for  1994  will  fund  nearly  200  planning  and 
implementation  grants  to  employ,  train,  and  educate  economically  disadvantaged  young  adults  in 
rehabilitating  uninhabitable  public  and  other  low-income  housing.   This  proposal  is  part  of  the 
President's  strategy  for  long-term  public  investments  in  economic  grotrth  and  jobs. 

PROGRAM  DESCRIPTION 

1.  Purpose.   Section  164  of  the  Housing  and  Community  Development  Act  of  1992 

(P.L.  102-SSO)  amended  Title  IV  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act  by 
adding  subtitle  D,  "HOPE  for  Youth:   Youthbuild."   The  1994  Budget  includes  language  to  designate 
this  appropriation  as  the  "Opportunities  for  Youth:   youthbuild"  program  to  better  describe  the 
purpose  of  the  program.   The  purpose  is  to  provide  disadvantaged  young  adults  with  education  and 
employment  sicills  through  rehabilitating  and  building  housing  for  low-income  and  homeless  people. 
The  program  includes  both  on-site  construction  worlc  and  off-site  academic  and  job  sicills 
training. 

2.  Eligible  Applicants.   Eligible  applicants  are  public  and  private  nonprofit  agencies 
including  community-based  organizations,  administrative  entities  designated  under 

Section  103(b)(1)(B)  of  the  Job  Training  Partnership  Act,  community  action  agencies,  State  and 
local  housing  development  agencies,  community  development  corporations.  State  and  local  youth 
service  and  conservation  corps,  and  other  entities  eligible  to  provide  education  and  employment 
training  under  other  Federal  training  programs. 

3.  Allocation  of  Funds.   Funds  will  be  awarded  on  a  competitive  basis  using  the  selection 
criteria  in  the  statute  along  with  other  factors  to  be  published  by  HUD  in  program  regulations 
and  the  Notice  of  Fund  Availability  (NOFA) .   Separate  competitions  will  be  held  for  planning 
grants  and  implementation  grants. 

4.  Eligible  Activities.   Youthbuild  planning  grants  can  cover  costs  associated  with 
designing  and  setting  up  a  program  and  with  preparing  an  application  for  an  implementation  grant. 
Implementation  grants  can  fund  acquisition  and  construction  costs,  administrative  costs, 
education  and  job  training  services,   support  services,  wage  stipends,  and  other  operating 
expenses. 
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5.   Programs  funded.   Following  ore  the  estimated  number  of  programs  to  be  funded  with 
planning  and  implementation  grants  from  the  1993  and  1994  appropriations! 

Bstimate  estimate 

1993    a/  1994 

(Dollars  in  Thousands) 

Planning  Grants i 

Number 125  150 

Amount $9,400  $11,275 

In^lementation  Grants i 

Number 35  42 

Amount $28,200  $33,825 

Technical  Assistance 2, 400  2 ,  900 

a/  The  1993  funds  will  be  awarded  during  the  first  quarter  of  1994. 

STATUS  OF  FUNDS 

1.  Authorization.   This  program  is  authorized  under  Title  rv,  subtitle  D,  of  the  Cranston- 
Gonzalez  National  Affordable  Housing  Act,  as  amended.   Section  181(a)  of  the  Housing  and 
Community  Development  Act  of  1992  specifies  that  at  least  5  percent,  but  not  more  than 

$40  million,  of  the  amount  appropriated  for  the  HOPE  1,  2  and  3  programs  in  1993  shall  be 
available  for  the  Opportunities  for  Youthi  Youthbuild  program.   Similarly,  section  181(b)  states 
that  at  least  5  percent,  but  not  more  than  $41.68  million,  of  the  amounts  appropriated  for  the 
HOPE  1,  3  and  3  programs  for  1994  shall  be  available  for  Youtlibuild.   However,  the  Budget 
requests  a  direct  appropriation  in  1994  rather  than  a  transfer  from  the  HOPE  1,  2,  and  3 
programs.   Additional  authorization  is  required  to  fund  the  $48  million  appropriation  request  for 
1994. 

2.  Balances  Available 


a.   Unobligated  Balances, 
funds  available  by  year. 


The  following  table  coiq>are8  the  program  obligations  with 


ACTUAL 
^992 


ESTIMATE 
1993 


(Dollars  in  Thousands) 


ESTIMATE 
1994 


Unobligated  balance,  start  of  year 

Transfer  from  HOPE  1  and  2 

J^jpropriation 

Total  Available 

Obligations 

Unobligated  balance,  end  of  year.. 


b.   Obligated  Balances. 


40,000 
40,000 
The  status  of  obligated  balances  Is  as  follows. 


$40,000 


$40,000 

48,000 

88,000 

-88.000 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 


Obligated  balance,  start  of  year. 

Obligations  incurred 

Subtotal 

Outlays 

Obligated  balance,  end  of  year... 


$88.000 
88,000 
-4.000 
84,000 
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DEPAltTMBHT  OF  HODSING  AND  URBAN  DEVELOPMENT 
COHMONITY  PLANNING  AND  DEVELOPMENT 


SUPPORTIVE  HOUSING  PROGRAM 


PROGRAM  HIGHLIGHTS 


BUDGET  CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ENACTED   ESTIMATE   ESTIMATE    DECREASE  - 
1992      1993      1993       1993       1994     1994  vb  1993 


(Dollars 

In  ThouEandE) 

113,203 

$368,926 

NA 

$751,728 

$329,968 

-$421,200 

150,000 
NA 

203,926 

$150,000 
NA 

150,000 
423,000 

319,968 

+169,968 
-423,000 

203,926 
75,498 


150,000 
NA 


573,000 
211,900 


319,968 
312,500 


-253,032 
+100,600 


Program  Level 

ObligatlonE $113,203 

Budget  Authority 
(Appropriation) ; 

Enacted  or  propoEed 

Proposed  1993  Supplemental.   

Total  Available 150,000 

Budget  Outlays 69,427 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  requests  a  1994  appropriation  of  $319,968  thousand  for  the  Supportive  Housing 
Program  authorized  under  Subtitle  C  of  Title  IV  of  the  Stewart  B.  McKinney  Homeless  Assistance 
Act,  as  amended.   This  amount  includes  $165,918  thousand  as  part  of  the  Administration's 
'Investment  Initiative.* 

The  Budget  also  proposes  to  make  up  to  $50  million  of  the  1994  appropriation  available 
for  a  "safe  havens*  demonstration,  including  any  activities  described  in  Subtitle  D  of  Title  IV 
of  the  McKinney  Act.   In  addition,  up  to  $20  million  will  be  made  available  for  rural  homeless 
assistance  projects,  including  any  eligible  activities  described  in  Subtitle  G  of  Title  IV  of  the 
McKinney  Act.   The  $70  million  proposed  for  both  of  these  initiatives  will  ensure  that  two 
population  groups — the  homeless  in  rural  areas  and  the  mentally  ill  homeless  living  on  the 
streets  that  have  been  unwilling  or  unable  to  participate  in  existing  programs — will  benefit  from 
the  proposed  Increase  in  homeless  funding. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

Actual  obligations  ($113.2  million)  were  $25.4  million  less  than  the  estimate  of 
$138.6  million  because  less  recaptures  were  available  for  obligation  in  1992  than  had  been 
projected  and  because  some  projects,  approved  in  1992,  did  not  proceed  to  obligation  by  the  end 
of  the  fiscal  year.   The  unobligated  balances  are  expected  to  be  obligated  in  1993.   Actual 
outlays  ($69.4  million)  were  95  percent  of  the  $73.3  million  estimate. 

3.  CHANGES  FROM  THE  1993  ESTIMATES 

The  projected  increase  in  1993  obligations  is  the  net  result  of  several  factorsi   the 
assumed  enactment  of  a  $423  million  stimulus  proposal;  use  of  unobligated  1992  funding  in  1993; 
and  a  lower  actual  1993  appropriation  than  was  requested  in  last  year's  budget. 

The  significant  Increase  in  outlays  primarily  represents  the  Impact  of  accelerated 
spending  planned  for  the  1993  stimulus  funding. 


EKPLAMATIOM  OF  INCREASES  AMD  DECREASES 

The  decrease  In  obligations  estimated  In  1994  raflecta  the  $423  million  supple 
appropriation  proposed  for  1993. 


sntal 


An  Increase  of  $101  million  in  outlays  for  1994  reflects  the  additional  resources  available 
for  obligation  in  1993  (including  the  stimulus  supplemental  appropriation)  which  liqiact  1994 
outlays. 

PROGRAM  DESCRIPTION 

1.   Purpose.   Originally  authorized  as  the  Transitional  Rousing  Demonstration  Program  In  the 
Homeless  Housing  Act  of  1986,  the  Supportive  Housing  Program  is  now  authorized  by  Title  IV, 
Subtitle  C  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act,  as  amended.   Section  1403  of  the 
Housing  and  Coonunity  Development  Act  of  1992  extensively  revised  the  program's  authorization  by 
combining  the  previous  transitional  and  permanent  housing  components  as  %«b11  as  incorporating 
elements  of  the  former  Supplemental  Assistance  for  Facilities  to  Assist  the  Homeless  (SAPAH) 
program.   The  revised  Supportive  Housing  program  is  designed  to  provide  supportive  housing  and 
services  especially  to  deinstitutionalized  homeless  individuals,  homeless  families  with  children, 
homeless  individuals  with  mental  disabilities  and  other  handicapped  persons  Including  parsons 
with  AIDS.   Participants  must  match  the  acquisition/  rehabilitation/new  construction  costs  of  a 
project  and  provide  a  percentage  of  operating  costs.   The  Federal  assistance  is  provided  through 
grants  for  acqulsitlon/rehabllltatlon/new  construction,  annual  payments  for  operating  coats  and 
supportive  services,  and  technical  asalatance.   Ho  more  than  5  percent  of  a  grant  may  be  uaed  for 
admlnlatrative  purpoaea. 
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2,   Eligible  Grant  Applicants.   Eligible  applicants  arei  States,  local  governments,  other 
governmental  entities  (such  as  public  housing  authorities),  Indian  Tribes  and  Indian  Housing 
Authorities,  nonprofit  organizations,  and  community  health  associations  that  are  public  non- 
profit organizations. 


3.   Eligible  Activities 
(a) 


The  following  activities  are  eligible  for  funding. 


ACQUISITION  of  a  building  to  used  as  supportive  housing  or  to  provide  supportive 
services  and  including  repayment  of  an  existing  mortgage. 

(b)  REHABILITATION  of  a  building  to  be  used  as  supportive  housing  or  to  provide 
supportive  services. 

(c)  NEW  CONSTRUCTION  of  a  building  to  be   used  as  supportive  housing,  including  the  cost 
of  land  associated  with  the  contruction. 


(d)   LEASING  of  a  building  to  be  used  as  supportive  housing  or  for  supportive  services. 


(e) 


SUPPORTIVE  SERVICES  for  participants  to  facilitltate  independent  living.  Including 
child  care,  employment  assistance  and  other  services. 


(f )  OPERATING  COSTS  associated  with  the  day-to-day  operation  of  the  supportive  housing. 

(g)  ADMINISTRATIVE  COSTS  of  up  to  5  percent  of  the  Supportive  Housing  grant  request. 

4.   Funding.   Grants  of  up  to  $200  thousand — in  some  areas,  up  to  $400  thousand — may  be  made 
to  States,  cities,  counties,  Indian  tribes,  or  private  nonprofit  organizations  to  cover  the  cost 
of  acgulsltlon/rehabilitation.   Grants  up  to  $400  thousand  may  be  made  also  for  new  construction. 
Grantees  undertaking  projects  involving  acquisition,  rehabilitation  or  new  construction  must 
agree  to  maintain  the  facility  for  at  least  20  years. 

Annual  payments  are  also  available  for  supportive  services  and  leasing  and  for  up  to 
75  percent  of  operating  costs  for  the  first  2  years  and  50  percent  for  an  additional  3  years. 
The  local  share  can  come  from  any  source.   Operating  costs  include  expenses  Incurred  for  the 
administration  (including  staff  salaries),  maintenance,  repair,  and  security  of  the  housing; 
payment  for  utilities,  fuel,  furnishings,  and  equipment  for  the  housing.   Supportive  services  to 
residents  of  the  housing  include  salaries  paid  to  the  providers  of  supportive  services, 
assistance  In  obtaining  permanent  housing,  medical  and  psychological  counseling  and  supervision, 
employment  and  nutritional  counseling,  and  other  activities. 

PROGRAM  ACTIVITY 

Transitional  Housing .   In  September  1992,  awards  were  made  totalling  $98.2  million  for 
transitional  housing  projects.   These  funds  will  be  obligated  in  1993. 

Permanent  Housing  for  the  Handicapped  Homeless.   In  September  1992,  awards  were  made 
totalling  $43.6  million  for  permanent  housing  projects.   These  funds  will  be  obligated  In  1993. 

The  following  table  summarizes  grant  awards  by  State  through  fiscal  year  1992. 


STATE 

CUMULATIVE  AWARDS 

PERHANENT  HOUSING 

FOR  HANDICAPPED 

$5,059 

5,467 

2,807 

5,004 

1,196 

158 

1-9.69- 

4,803 
11,865 

THROUGH  1991 

TRANSITIONAL 

HOUSING 

1992 

AWARDS 

REGION 

PERM 

FOR 

housands) 

INENT  HOU! 
HANDICAP! 

$2,414 

SING 
PED 

TRANSITIOHAJ 
HOUSING 

I 

Connecticut 

Massachusetts 

Maine 

New  Hampshire 

Rhode  Island 

Vermont 

New  Jersey 
New  Yor)c 
Puerto  Rico 

(Dollars  in  T 

$10,851 

20,163 

7,143 

5,064 

1,985 

358 

45,564 

12,647 

70,143 

1,955 

$5,371 
2,366 

1,220 

II 

2,414 

1,055 
10,976 

8,957 

961 
10,347 

16,668 


84,745 


12,031 


11,328 
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RBGIOH 


STATE 


IV 


VI 


VII 


VIII 


IX 


District  of  Columbia 

506 

Delaware 

186 

Maryland 

339 

Pennaylvanla 

1,675 

Virginia 

5,598 

West  Virginia 

135 

8,439 

Alabama 

102 

Florida 

•  •  ■ 

Georgia 

1,589 

Kentucky 

780 

Mississippi 

31 

North  Carolina 

•  ■  • 

South  Carolina 

30 

Tennessee 

763 

Virgin  Islands 

i.iss 

Illinois 

2,650 

Indiana 

1,451 

Michigan 

673 

Minnesota 

247 

Ohio 

7,424 

Wisconsin 

1.940 

14,385 

Arkansas 

Louisiana 

1,693 

New  Mexico 

.  •  • 

Oklahoma 

24 

Texas 

429 

2,146 

Iowa 

Kansas 

278 

Missouri 

421 

Nebraska 

lis 

829 

Colorado 

1,396 

Montana 

•  •  • 

North  Dakota 

•  •  ■ 

South  Dakota 

78 

Utah 

151 

Wyoming 

1,625 

Arizona 

744 

California 

9,070 

Hawaii 

1,485 

Nevada 

•  ■  • 

11,299 

Alaska 

558 

Idaho 

217 

Oregon 

309 

Washington 

1,376 

CDMniATIVE  AWARDS  THROUGH  1991 
PERMANENT  HOUSING  TRANSITIONAL 
FOR  HANDICAPPED     HOUSING 


1992  AWARDS 


PERMANENT  HOUSING  TRANSITIONAL 

, FOR  HANDICAPPED     HOUSING 

(Dollars  in  Thousands) 


Totals 


2,460 
TO7837 


10,939 

482 

10,645 

10,383 

16,241 

698 

49,388 

329 

19,583 

12,337 

3,371 

186 

1,635 

2,301 

3,017 

1.314 

44,073 

17,670 

12,994 

10,606 

4,341 

8,438 

4.305 

58,354 


1,333 

8,227 

4,823 

65,203 

4,452 

3.988 

78,466 

1,152 

4,121 
18.470 
23,743 


846 


217 
1,405 

2,468 

252 

3,167 

923 


3,215 
355 
553 

2,362 
896 


3,048 
6,306 


194 

tit 

7,193 
2,474 

9,667 
1,471 

625 
2,096 

ii,i41 


1,996 

4,006 

5,082 
2,526 

13,610 

1,B56 
3,452 

1,375 

2,037 

718 

9,438 

4,587 
4,257 
2,929 
2,367 
2,425 

16,565 
788 


3.306 
4,094 


1,635 


1,635 

2,628 
803 


346 

3,777 

122 
24,014 


24,136 

275 
1,342 

2.974 
4,591 

98,131 
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Supportive  Housing  Proqrais 
STATUS  OF  FONPS 

1.  Authorization.   Additional  authorization  is  required  to  fund  the  appropriation  request 
for  1994. 

2.  Balaneea  Avallablei 

a.  Onobllqated  balancea.   The  following  table  conparea  the  program  obllgatlona  with 
funda  available  by   year. 

ACTOAL        BSTIHATI  ESTIMATE 

1992          1993  1994 
( Dollars  in  Thouaanda ) 

Onobligated  balance,  atart  of  year $123,606       $168,728  ... 

Appropriation 150,000        150,000  $319,968 

Stimulus  Supplemental  Appropriation ...        423,000  ... 

Recoveries  of  prior  year  obligations ....        8.324         10.000  10.000 

Total 281,930        751,728  329,968 

Obllgatlona -113.202       -751.728  -329.968 

Onobligated  balance,  end  of  year 168^728            ...  ... 

b.  Obligated  balances.   The  statua  of  obligated  balances  is  aa  follows. 

ACTUAL        ESTIMATE  ESTIMATE 

1992          1993  1994 
( Dollars  in  Thousands) 

Obligated  balance,  start  of  year $260,804       $296,256  $826,084 

Obligations  Incurred 113.203        751.728  329.968 

Total 374^007       1,047,984  1,156,052 

Outlays -69,427       -211,900  -312,500 

Recoveries  of  prior  year  obligations....       -8.324        -10.000  -10.000 

Obligated  balance,  end  of  year 296,256        826,084  833,552 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

SHELTER  PLUS  CARE 

PROGRAM  HIGHLIGHTS 

BUDGET  CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ENACTED    ESTIMATE   ESTIMATE    DECREASE  - 
1992     1993      1993      1993      1994     1994  vs  1993 
(Dollars  in  Thousands) 

Program  Levels i 

Obligations. $3,047   $265,902        NA  $374,036   $273,747    -$100,289 

Budget  Authority  (Appropriations)! 

Enacted  or  proposed 110,533a/  265,902   $266,550   266,550   273,747       +7,197 

Budget  Outlays ...     43,379        HA    10,000    43,184      +33,184 

a/   In  1992,  separate  appropriations  were  enacted  for  two  of  this  program's  con^xsnentsi 
$37,200  thousand  for  the  Section  202  Sponsor-Based  component  and  $73,333  thousand  for 
the  Section  8  SRO  component. 

SUMMARY  OF  BUDGET  ESTIMATES 

1.    SUMMARY  OF  BUDGET  REQUEST 

The  Budget  proposes  an  appropriation  of  $273,747  thousand  for  Shelter  Plus  Care  in 


1994. 


CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 


The  1993  Budget  assumed  that  the  entire  amount  available  in  1992  would  be  obligated 
in  that  year,  while  the  entire  funding  for  the  Sponsor-Based  Rental  Assistance  component  and 
approximately  half  of  the  Section  S,  Single  Room  Occupancy  component  were  awarded  in  late  1992, 
only  $3,047  thousand  was  obligated  by  the  end  of  that  fiscal  year.   The  balance  of  the  1992 
awards  will  be  obligated  in  1993.   The  unawarded  balances  have  been  merged  within  the  unified 
Shelter  Plus  Care  program  as  directed  by  the  1993  Appropriations  Act.   Because  of  the  timing  of 
awards,  no  outlays  occurred  in  1992. 

3.    CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  current  estimates  reflect  obligation  pf  the  1992  awards  and  the  1993 
appropriation.   The  outlay  estimate  for  1993  has  been  reduqed  tiecause  of  the  lower  1992 
obligations. 

Pursuant  to  the  1993  Appropriations  Act,  all  balances  from  the  separate  1992 
appropriations  for  Sponsor-Based  Rental  Assistance  and  Section  8  SRO  components  have  been  merged 
with  the  1993  Appropriation  into  a  unified  Shelter  Plus  Care  program.   In  addition  to  the  above 
components,  there  is  a  Tenant-Based  Rental  Assistance  category.   Further,  the  Housing  and 
Community  Development  Act  of  1992  (HCD  Act  of  1992)  (P.L.  102-550)  added  the  Project-Based  Rental 
Assistance  component  changing  Shelter  Plus  Care  into  a  four-comjponent  program. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

Obligations  decrease  in  1994  Isecause  all  prior  year  funds  are  estimated  to  be  obligated  in 
1993.  Outlays  are  estimated  to  increase  as  the  cumulative  amount  of  obligated  balances  increase. 

PROGRAM  DESCRIPTION 

1.   Program  Purpose.   Section  837  of  the  Cranston-Gonzalez  National  Affordable  Housing 
Act  (P.L.  101-625)  amended  title  IV  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act  by  adding 
subtitle  P,  which  authorizes  the  Shelter  Plus  Care  program.   This  was  amended  further  by 
Section  1406  of  HCD  Act  of  1992.   The  program  targets  assistance  to  that  part  of  the  homeless 
population  previously  underserved  in  communities.   The  program  is  designed  to  lin)c  supportive 
services  to  rental  assistance  for  homeless  persons  with  disabilities,  primarily  persons  who  are 
seriously  mentally  ill;  have  chronic  problems  with  alcohol,  drugs,  or  both;  or  have  acquired 
immunodeficiency  syndrome  (AIDS)  and  related  diseases. 

Shelter  Plus  Care  is  flexible  and  allows  a  variety  of  housing  choices,  provided  in 
conjunction  with  a  range  of  supportive  services  funded  by  other  sources.   The  program  is  designed 
to  respond  to  the  needs  and  to  serve  a  dif f icult-to-reach  segment  of  the  homeless  population. 
The  HCD  Act  of  1992  amended  the  program  by  adding  a  new  Project-Based  Rental  Assistance 
component.   Rental  assistance  grants  can  be  made  for  one  or  more  of  the  following  componentsi 
Tenant-based  Rental  Assistance,  Sponsor-based  Rental  Assistance,  Project-based  Rental  Assistance, 
and  Section  8  Moderate  Rehabilitation  for  Single  Room  Occupancy  (SRO).   The  1992  Act  requires 
that  at  least  10  percent  of  the  appropriation  be  made  available  for  each  of  the  four  components. 
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2.  Bliglbla  Applicanf .  Stataa,  unita  of  ganeral  local  govemmant,  Indian  Trlbaa,  Public 
Houalng  Aganciea  ( PHAa ) ,  and  Indian  Boualng  Authorlsaa,  aay  apply  for  aaalatance.  Applicants 
Bust  asat  the  following  aubcontract  raqulraaanta i 

(a)  Mon-PHA  applicanta  %iho  apply  for  the  SK>  coaponant  auat  subcontract  with  a  PIU  to 
adBlnlstar  rental  houalng  aaalatancei 

(b)  Applicanta  for  the  Sponsor-Based  coaponant  Bust  subcontract  with  a  nonprofit 
organization(a),  alao  called  a  sponsor,  to  provide  rental  assistance  for  units  the 
sponsor  owns  or  leaaea;  and 

(c)  Applicanta  for  the  Project-Baaed  conponent  Buat  aubcontract  with  a  building  owner(B) 
for  the  full  period  of  aaalatance  to  provide  rental  aaaistanca  for  unita  in  a 
particular  property. 

Applicanta  Bay  q>ply  for  aaalatance  under  any  or  all  of  the  four  coaponents.  One 
application  aay  alao  include  more  than  one  project  within  a  cooponent. 

3.  Eligible  Activity.  Shelter  Plus  Care  funda  Bay  be  used  for  only  one  eligible  activity, 
rental  asaistance. Those  funds  provide  the  operating  costs  of  the  shelter,  excluding  costs  of 
services.   The  applicant  must  provide  supportive  servicea  in  an  anount  at  least  equal  to  the 
rental  aaalatance  provided  during  the  term  of  the  grant. 

4.  Tern  of  the  Grant.   Under  the  Tenant-Baaed  and  Sponaor-Baaed  cooponenta,  rental 
aaalatance  is  provided  for  5  years.   Under  the  SRO  conponent,  rental  assistance  la  provided  for 
10  yeara.   If  unita  to  be  aasiated  under  the  Project-Baaed  cooqionent  will  be  rehabilitated  and 
the  rehabilitation  meets  program  requirements,  the  assistance  will  be  for  10  yeara.   Otherwiae, 
assistance  will  be  for  S  yeara. 

5.  Allocation  of  Funds.   Funds  are  awarded  on  a  coo^wtltive  basis.   The  BCD  Act  of  1992 
amended  the  program  by  providing  for  one  appropriation,  but  requiring  that  at  leaet  10  percent  of 
the  appropriation  be  made  available  for  each  of  the  program's  four  cooponents.   Applicanta  may 
apply  for  aaalatance  under  any  one  of  the  four  cooponenta  for  which  funda  are  appropriated,  or  a 
combination  thereof. 

STATOS  OF  FUHDS 

1 .  Authorization .   Authorization  la  available  to  fund  the  appropriation  requeat  for 
1994. 

2.  Balances  Availablei 

a.  Unobligated  Balances.   The  following  table  coopares  the  program  obligationa  with 
funda  available  by  year. 

ACTOAL      BSTIHATB     ESTIHATI 
1992        1993        1994 
(Dollars  in  Thousanda) 

Onobligated  balance,  beginning  of  year  ...  $107,486  ... 

^)propriation8 $110.533  266.550  $273.747 

Total  available 110,533  374,036  273,747 

Obligations  incurred -3.047  -374.036  -273.747 

Onobligated  balance,  end  of  year 107,486  ...  ... 

b.  Obligated  Balancea.   The  statue  of  obligated  balancea  is  aa  followsi 

ACTUAL      BSTIHATB     BSTIHAXB 
1992        1993        1994 
(Dollara  in  Thouaands) 

Obligated  balance,  beginning  of  year..  ...  $3,047  $367,083 

Obligationa,  incurred $3.047  374.036  273.747 

Total  obligationa 3,047  377,083  640,830 

Outlaya ...  -10.000  -43.184 

Obligated  balance,  end  of  year 3,047  367,083  597,646 
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DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

COMMUNITY  PLANNING  AND  DEVELOPMENT 

EMERGENCY  SHELTER  GRANTS 


PROGRAM  HIGHLIGHTS 


$17,500 


66,681 


ENACTED 
1993 

CURRENT 

ESTIMATE 

1993 

ESTIMATE 
1994 

INCREASE  + 

DECREASE  - 

1994  VB  1993 

(Dollars 

in  Thousands) 

NA 

$52,364 

$51,350 

-$1,014 

50,000 

50,000 

51,350 

+1,350 

NA 

70,000 

57,703 

-12,297 

BUDGET 
ACTUAL   ESTIMATE 
1992      1993 

Program  Level i 

Grant  Obligations $76,153 

Budget  Authority  (Appropriation! i 

Enacted  or  proposed 73, 164 

Budget  Outlays 71,041 

SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  RE(}UBST 

The  1994  Budget  proposes  an  appropriation  of  $51,350  thousand  for  the  Emergency 
Shelter  Grants  (ESG)  program  to  provide  tenporary  shelter  far  the  homeless. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  1993  Budget  assumed  that  the  entire  amount  available  in  1992  would  be  obligated  in 
that  year.   Actual  obligations  were  $2.3  million  less  than  originally  projected.   It  is  now 
projected  that  the  unobligated  carryover  balance  of  $2.3  million  will  be  obligated  in  1993. 
Outlays  occurred  at  a  slightly  slower  rate  than  projected. 

3.  CHANGES  FROM  THE  1993  BUDGET  ESTIMATES 

The  increase  in  the  appropriation  reflects  the  additional  funding  provided  by  Congress 
over  the  1993  request.   With  the  additional  appropriation  provided  in  1993  and  the  unobligated 
carryover  balance  of  $2.3  million  from  1992,  It  is  now  projected  that  $52.4  million  will  be 
obligated  in  1993.   This  increase  in  obligations  is  expected  to  inorease  outlays  in  1993  above 
the  original  estimate. 

EXPLANATIONS  OF  INCREASES  AND  DECREASES 

The  decrease  in  obligations  reflects  a  slightly  lower  program  level  in  1994  over  1993. 
Outlays  also  are  projected  to  decrease  reflecting  the  reduced  level  of  obligations  available  for 
disbursement  in  1994  as  conpared  to  1993. 

PROGRAM  DESCRIPTION 

1.  Program  Purpose.   This  program  was  originally  authorized  by  the  Homeless  Housing  Act 
of  1986  and  now  Is  authorized  by  Title  IV,  Subtitle  B,  of  the  Stewart  B.  McKlnney  Homeless 
Assistance  Act  (P.L.  100-177),  as  amended  by  the  Cranston-Gonzalez  National  Affordable  Housing 
Act  and  amended  further  by  the  Housing  and  Community  Development  Act  of  1992.   The  basic  purpose 
of  the  program  is  to  Increase  the  availability  of  temporary  emergency  shelters  for  the  homeless. 

2.  Eligible  Activities.   The  Department  makes  grants  for  the  renovation,  major 
rehabilitation,  or  conversion  of  buildings  for  use  as  emergency  shelters  for  the  homeless.   The 
1988  McKlnney  Act  Amendments  added  homeless  prevention  as  an  eligible  category  of  assistance. 
Grants  are  also  available  to  help  meet  the  cost  of  operating  emergency  shelters,  and  for 
providing  essential  services  to  homeless  persons  so  that  they  may  inprove  their  living 
situations.   The  spending  caps  for  essential  services  and  homeless  prevention  activities  are  each 
30  percent.   Examples  of  essential  services  Include  assistance  in  obtaining  permanent  housing  and 
services  concerned  with  enployment,  physical  and  mental  health,  substance  abuse,  and  education. 

A  grantee  may  use  up  to  5  percent  of  its  grant  for  administrative  purposes  and  a 
shelter  operator  may  use  up  to  10  percent  of  the  assistance  provided  for  the  staff  costs  of 
operating  the  shelter. 

3.  Program  Requirements.   Any  building  for  which  program  funds  are  used  to  change  the 
physical  condition  of  the  building  must  be   maintained  as  a  shelter  for  the  homeless  for  3  years 
or  more.   The  building  must  be  maintained  as  a  shelter  for  10  years,  or  more,  if  the  grant  is 
used  for  major  rehabilitation  or  conversion  of  the  building. 
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ACTUAL 

ESTIMATE 

1992 

1993 

1994 

51 

51 

51 

317 

316 

316 

5 

5 

S 

HA 

HA 

HA 

TtI 

372 

TH 

Bnargency  Shelter  Greuita 

Other  the  program  requlreoentB  Include  the  following: 

—   Grantees  must  match  the  HUD  grant  with  an  equal  amount  of  funds; 

States  and  units  of  general  local  government,  receiving  direct  asslatance  froo 
HUD,  must  Buhnlt  a  Comprehensive  Housing  Affordabllltjr  Strategy  (CHAS)} 

HUD  must  establish  (and  grantees  must  maintain)  minimum  standards  for  habltablllty 
for  emergency  shelters. 

ALIX)CATIOH  OF  FUMDS 

Grants  are  allocated  to  States,  metropolitan  cities,  urban  counties,  the  Territories,  and 
Indian  Tribes.   The  latter  were  added  as  eligible  program  applicants,  with  a  separate  allocation, 
by  the  Cranston-Gonzalez  National  Affordable  Housing  Act.   The  numbers  of  grantees  eligible  to 
receive  allocations  from  the  1992-1994  appropriations  are  as  followsi 


States  ( Including  Puerto  Rico ) 

Metropolitan  Cities  and  Urban  Counties. 

Territories 

Indian  Tribes 

Total  grantees 

The  amount  of  each  grant  for  participating  cities  and  urban  counties  Is  determined  by  the 
Community  Development  Block  Grant  formula  which  uses  several  objective  measures  of  community 
need,  including  poverty,  population,  housing  overcrowding,  age  of  housing  and  growth  lag.   The 
States'  grant  formula  uses  similar  indicators  of  need.   The  allocation  to  the  Territories  is 
based  on  their  historical  share  of  Community  Development  Block  Grant  funds  and  the  allocation  for 
Indian  Tribes  is  1  percent  of  appropriations.   A  State  must  distribute  to  its  units  of  general 
local  government  or  to  private  nonprofit  organizations  all  grant  amounts  that  the  State  is 
awarded.   A  State  may  moke  an  award  directly  to  a  non-profit  organization  if  the  organization 
certifies  that  the  community  in  which  it  is  located  approves  of  the  project.   Grant  amounts  that 
are  not  used  or  are  returned  to  HUD  are  reallocated  periodically.   ID  be  eligible  to  receive  an 
Emergency  Shelter  Grant,  an  applicant  must  have  a  HUD  approved  Comprehensive  Bousing 
Affordsbility  Strategy. 

The  minimum  allocation  for  metropolitan  cities  and  urban  counties  is  .05  percent  of  the 
total  funds  allocated.   This  will  make  approximately  316  jurisdictions  eligible  to  receive  an 
allocation  in  1994.   For  those  Entitlement  cities  or  urban  counties  which  do  not  meet  the 
threshold  amount  for  1994,  their  formula  amounts  will  be  added  to  the  allocation  of  the  State  in 
which  the  city  or  county  is  located.   A  State  could,  if  it  chooses.  Include  metropolitan  cities 
and  urban  counties  in  its  allocation  process  even  if  they  are  eligible  for  a  direct  grant. 

The  following  table  shows  the  allocation  of  appropriations  for  1992-1994.   Formula 
allocations  for  metropolitan  cities  and  urban  counties  are  combined  with  allocations  to  States 
and  Territories  for  purposes  of  this  table. 

Formula  Allocations 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

D-S 


Actual 

Estimate 

Estimate 

1992 

1993 

1994 

(Dollars  in  Thousands) 

51,158 

$793 

$814 

77 

54 

55 

713 

490 

503 

606 

413 

424 

7,401 

5,070 

5,208 

648 

456 

468 

846 

564 

579 

157 

106 

109 

403 

274 

281 

2,946 

2,021 

2,076 

1,517 

1,053 

1,081 

335 

228 

234 

182 

125 

128 

3,893 

2,701 

2,774 

1,427 

984 

1,011 

830 

569 

584 

572 

395 

406 

1,049 

721 

740 

1,377 

942 

967 

350 

238 

244 

1,157 

791 

812 

2,183 

1,45C 

1,495 

2,891 

1,948 

2,001 

1,179 

785 

806 
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Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina.... 

South  Dakota 

Tennessee 

Texas 

Otah 

Vermont 

Virginia 

Washington 

Nest  Virginia 

Wisconsin 

Wyoming 

Puerto  Rico 

American  Samoa.... 

Guam 

Northern  Marianas. 
Virgin  Islands.... 

Palau 

Indian  Set-Aside.. 
Total 


Ponnula  Allocation 


Actual 

Bstimate 

Estimate 

1992 

1993 

1994 

(Dollars  in  Thousands) 

799 

545 

560 

1,533 

1,040 

1,068 

1<7 

115 

118 

408 

285 

293 

18S 

131 

135 

227 

156 

160 

2,350 

1,608 

1,651 

334 

228 

234 

7,573 

5,139 

5,279 

1,340 

931 

956 

146 

99 

102 

3,389 

2,306 

2,368 

612 

415 

426 

60S 

411 

422 

4,669 

3,205 

3,293 

347 

238 

244 

804 

555 

570 

179 

121 

124 

1,171 

802 

824 

4,329 

2,960 

3,040 

390 

262 

269 

141 

96 

99 

1,211 

849 

872 

1,032 

695 

714 

537 

365 

375 

1,305 

872 

896 

78 

53 

54 

2,528 

1,741 

1,788 

19 

14 

14 

60 

39 

40 

10 

13 

13 

50 

30 

31 

7 

4 

4 

732 

500 

514 

73,164 


50,000 


51,350 


PROGRAM  ACTIVITy 

Emergency  Shelter  Grant  program  funds  have  been  spent  predominantly  for  the  physical 
is^rovement  or  expansion  of  shelter  facilities.   Through  fiscal  year  1990,  over  29  percent  of  all 
funds  were  spent  on  rehabilitation  activities,  55  percent  on  operational  support  activities  such 
as  rent,  utilities,  or  Insurance,  14  percent  on  social  services,  and  the  rosaining  2  percent  was 
■pent  on  homeless  prevention. 

STATUS  or  nwDS 

1.  Authorliation.   Authorization  is  available  to  fund  the  appropriation  request  for  1994. 

2.  Balances  Available i 

a.  Unobligated  Balances.   The  following  table  compares  program  obligations  with  funds 
available  by  yeari 

ACTDAL  BSTIMATE  BSTIMATE 

1992  1993  1994 

(Dollars  in  Thousands) 

Unobligated  balance,  start  of  year $5,258  $2,314  ... 

Appropriation 73,163  50,000  $51,350 

Recovery  of  prior  year  obligations....  45  50  _^_iij. 

Subtotal 78,467  52,364  51,350 

Obligations -76.153  -52.364  -51.350 

Onobllgated  balance,  end  of  year 2^314  ...  ... 

b.  Obligated  Balances.   The  status  of  obligated  balances  is  as  followsi 

ACTUAL  ESTIMATE  ESTIMATE 

1992  1993  1994 

(Dollars  in  Thousands) 

Obligated  balance,  start  of  year $82,470  $87,537  $69,851 

Obligations  incurred 76.153  52.364  51.350 

Subtotal 158,623  139,901  121,201 

Outlays -71,041  -70,000  -57,703 

Recovery  of  prior  year  obligations....  -45  -50  __jj^ 

Obligated  balance,  end  of  year 87,537  69,851  63,498 
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DBPARTMBHT  OP  BOOSING  AND  URBAN  DEVELOPMENT 

COHMONITY  PLANNING  AND  DEVELOPHEHT 

SECTION  e  HODERATB  REBABILITATION  -  SINGLE  ROOM  OCCUPANCY 

PROGRAM  HIGHLIGHTS 

BUDGET  CORRBNT  INCREASE  -1- 

ACTUAL   ESTIMATE   ENACTED    ESTIMATE   ESTIMATE  DECREASE  - 

1992      1993      1993        1993       1994  1994  VB  1993 
(Dollara  in  ThouBande) 

Program  Level i 

Reservations $93,821      ...        HA  $116,201    $107,835    -$8,366 

Obligations  a/ 90,355       ...        NA   275,194     107,835    -167,359 

Budget  Authority  (Appropriation)! 

Enacted  or  Proposed 105,000       ...   $105,000    105,000     107,835     +2,835 

Units  (Rxwms) 1,912       ...        NA     2,188      2,157        -31 

Budget  Outlays   a/ 7,293   $22,900        HA    20,000      31,811     +11,811 

a/  Prior  to  1990,  Appropriations  were  enacted  within  Annual  Contributions  for  Assisted 
~   Housing.   The  amounts  shown  include  activity  financed  with  the  Annual  Contributions 
appropriations . 

SUMMARY  OF  BUDGET  ESTIMATE 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  Budget  propoBes  an  appropriation  of  $107,835  thousand  for  1994  for  the  Section  8 
Moderate  Rehabilitation  Single  Room  Occupancy  (SRO)  program. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  Budget  originally  asEumed  that  the  1992  appropriation  ($105  million)  and  the 
carryover  balance  ($155.5  million)  from  1991,  or  a  total  of  $260.5  million,  would  be  obligated  in 
1992.   Actual  obligations  in  1992  were  $90.4  million.   The  actual  obligations  were  less  than 
estimated  because  PHAs  are  talcing  up  to  1-year  to  execute  their  rental  assiBtance  contracts. 
Further,  there  was  less  demand  for  assistance  than  had  been  assumed  in  the  Budget.   The 
unobligated  balance  of  $170.2  million,  of  which  $159  million  is  reserved,  is  estimated  to  be 
obligated  in  1993. 

Actual  outlays  ($7.9  million)  were  less  than  the  estimate  ($19.1  million)  because  actual 
obligations  were  less  than  had  been  estimated. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  1993  Budget  did  not  propose  an  appropriation  for  1993  but  Congress  appropriated 
$105  million.   The  change  in  the  estimated  obligations  reflects  the  availability  of  the  1993 
appropriation  and  the  carryover  balance  from  1992.   In  1993,  private  nonprofit  organizations  are 
now  eligible  to  participate  in  the  program  which  is  expected  to  result  in  more  qualified 
applications  for  assistance.   Further,  the  application  process  has  been  simplified  and 
restructured  which  is  expected  to  increase  applications. 

EXPLANATIONS  OF  INCREASES  AMD  DECREASES 

Reservations  and  obligations  decrease  in  1994  as  a  result  of  the  carryover  of  unreserved  and 
unobligated  funds  from  1992  to  1993.   This  is  partially  offset  by  the  higher  appropriation  for 
1994  over  1993.   The  number  of  units  estimated  to  be  provided  by  the  appropriation  is  expected  to 
decrease  slightly  due  to  a  higher  per  unit  cost  in  1994.   Outlays  are  estimated  to  increase  as 
the  cumulative  amount  of  awards  and  obligated  balances  increase. 

PROGRAM  DESCRIPTION 

1.  Program  Purpose.   Section  8  rental  housing  assistance  for  single  room  occupancy 
dwellings  is  authorized  by  Title  IV,  Subtitle  E,  of  the  Stewart  B.  McKinney  Homeless  Assistance 
Act,  as  amended  by  the  Housing  and  Community  Development  Act  of  1992.   The  funds  may  be  used  only 
in  connection  with  moderate  rehabilitation  of  housing  described  in  Section  8(n)  of  the  U.  S. 
Housing  Act  of  1937  for  occupancy  by  homeless  individuals  as  authorized  by  Title  IV  of  the 
McKinney  Act. 

2.  Eligible  Recipients.   The  funds  made  available  under  the  program  are  allocated  on  the 
basis  of  s  national  competition  to  eligible  PHAs  and  IHAs  that  best  demonstrate  a  need  for  the 
assistance  and  the  ability  to  undertake  and  carry  out  the  program.   Pursuant  to  Section  1405  of 
the  Housing  and  Community  Development  Act  of  1992,  private  nonprofit  organizations  are  also  now 
eligible  to  participate  in  the  program. 
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Section  6  Moderate  Rehabilitation  -  Single  Room  Occupancy 

3.   Eligible  Activities.   Existing  housing  units  that  do  not  meet  the  established  housing 
quality  standards  may  be  eligible  for  moderate  rehabilitation.   Eligible  activities  Include  roof 
repair,  repair  or  replacement  of  obsolete  heating  plants,  and  the  repair  of  electrical,  plumbing 
or  other  housing  systems.  Owners  must  be  able  to  obtain  financing  to  cover  the  costs  of  such 
repairs  from  public  or  private  sources.   The  maximum  Section  8  subsidy  paid  to  these  projects 
takes  in  the  costs  of  repaying  loans  used  to  initially  pay  for  the  rehabilitation. 

STATUS  OF  FONDS 

1.  Authorization.  Authorization  Is  available  to  fund  the  appropriation  request  for  1994. 

2.  Balances  Available.   The  following  tables  present  obligation  data  for  the  program  from 
all  appropriations,  including  ajnounts  provided  under  the  Annual  Contributions  account: 

a.  Unobligated  Balances.   The  following  table  compares  the  program  obligations  with 
funds  available  by  yean 

ACTUAL       ESTIHATB       ESTIMATE 
1992         1993  1994 

( Dollars  in  Thousands ) 

Unobligated  balance,  start  of  year $155,549  $170,194 

Appropriations 105.000  105,000  $107.835 

Total  funds  available 260,549  275.194  107,835 

Obligations -90.355  -275.194  -107,835 

Unobligated  balance,  end  of  year 170,194*  ...  ... 

b.  Obligated  Balances.   The  status  of  obligated  balances  is  as  follows! 

ACTUAL        ESTIMATE       ESTIMATE 
1992  1993  1994 

( Dollars  in  Thousands ) 

Obligated  balance,  start  of  year $91,720  $174,782  $429,975 

Obligations  incurred 90.355  275.194  107.835 

Total  available 162,075  449,976  537,811 

Outlays -7.293  -20.000  -31.811 

Obligated  balance,  end  of  year 174,782  429,975  505,999 

•Administrative  commitments  have  bean  made  for  this  amount,  except  for  $22  thousand. 
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DKPARTMENT  OF  HOUSIHe  AIB  DRBMi  DIVELOPKENT 

COHHUHITY  PLANHIHG  AND  OEVELOPHEHT 
HOUSING  OPPORTUNITIES  FOR  PERSONS  NITB  AIDS 


BOD(ST  CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ENACTED   ESTIMATE  ESTIMATE     DECREASE  - 
19>2      1993      1993       1993       1994    1994  vs  1993 
(Dollars  In  Thousands) 

Program  Level i 

AffiTnTitrative  Reservations $3,602  NA  NA     $144,105     $102,700  -$41,405 

Obligations ...    $47,707        NA   147,707    102,700     -45,007 

Appropriation  (Budget  Authority) i 

Enacted  or  proposed 47,707        ...   $100,000    100,000    102,700      +2,700 

Budget  Outlays ...      2,000        HA     7,385      34,67*     +27,291 

SUMMARY  OP  BUDGET  ESTIMATE 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  Budget  proposes  a  1994  appropriation  of  $102,700  thousand  for  the  Bousing 
Opportunities  for  Persons  with  AIDS  program  within  the  Annual  Contributions  for  Assisted  Bousing 
account. 

2.  CHANGES  PROM  1992  ESTIMATES  IN  1993  BUDGET 

Ninety  percent  of  the  1992  appropriation  was  allocated  by  formula  in  September  1992.   Of 
this  amount,  $3.6  million  was  reserved  but  not  obligated.   The  10  percent  balance  of  the 
appropriation  was  awarded  competitively.   These  funds  were  awarded  in  January  1993  and  are 
expected  to  be  obligated  during  1993. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  estimates  of  obligations  and  outlays  increase  over  the  Budget  estimates  as  the 
result  of  the  1993  appropriation  of  $100  million. 

BEPLAMATIOW  OF  INCREASES  AND  DECREASES 

Reservations  and  obligations  decrease  in  1994  as  a  result  of  the  obligation  of  both  1992  and 
1993  funds  in  1993.   Outlays  are  estimated  to  increase  as  the  cumulative  amount  of  awards  and 
obligated  balances  increase. 

PROGRAM  DESCRIPTION 

1.  Punxise.   The  Housing  Opportunities  for  Persons  with  AIDS  program  is  authorised  by 
Title  VIII,  Subtitle  D,  of  the  Matlonal  Affordable  Bousing  Act  (NANA)  as  amended  by  the  Bousing 
and  Coaamnity  Development  Act  of  1992.   The  purpose  of  the  program  is  to  provide  States  and 
localities  with  the  resources  and  incentives  to  devise  long-term  comprehensive  strategies  for 
meeting  the  housing  needs  of  persons  with  AIDS  and  their  families.   Recipients  must  have  a  HUI>- 
approved  Cotqirehensive  Housing  Affordability  Strategy  (CHAS),  with  funds  allocated  among  eligible 
grantees  based  on  Section  854 (c)  of  BABA. 

2.  Eligible  Recipients.   Section  854 (c)  requires  that  90  percent  of  the  available  funds  be 
allocated  by  formula  to  States  and  metropolitan  areas  on  the  baa is  of  the  Incidence  of  acquired 
immunodeficiency  syndroow.   The  other  10  percent  is  swarded  cosfMtitively  to  States  and  local 
governments  and  private  nonprofit  entities  for  projects  of  nstional  significance  and  to  States 
and  local  governments  for  projects  in  jurisdictions  which  do  not  qualify  for  a  formula 
allocation. 

3.  Bligjble  Activities.  Grants  are  available  for  ootivitles  designed  to  carry  out 
strategies  to  prevent  homelassnees  and  include! 

—  Bousing  information  and  coordination  service*; 
~  Short-term  supported  housing  and  sarviceai 

~  Short-term  rental  assistance; 

—  Single  rocn  occupancy  dwellings; 

~  Oommunity  reeidences  and  services;  and, 
~  Adminlatratlve  oosta. 
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Housing  Opportunities  for  Persons  with  AIDS 


DISTRIBPTION  OF  fUHDS  BY  STATE 


The  diEtribution  of  the  formula  allocation  portion  (90  percent)  of  the  1992  and  1993 
appropriations  is  shown  in  the  table  below.   Because  of  potential  changes  in  the  definition  of 
AIDS  and  in  the  number  of  Metropolitan  Statistical  Areas  qualifying  for  their  own  allocations,  it 
is  not  possible  at  this  time  to  accurately  estimate  1994  allocations  by  State.   The  amounts  shown 
exclude  con^etitlve  grants. 


STATE 


Arizona 

California 

Colorado 

Connect  icut 

District  of  Colombia. 

Florida 

Georgia 

Illinois 

Louisiana 

Maryland 

Massachusetts 

Michigan 

Missouri 

New  Jersey 

New  York 

North  Carolina 

Ohio 

Pennsylvania 

South  Carolina 

Tennessee 

Texas 

Virginia 

Nashington 

Puerto  Rico 

Total 


ACTUAL 
1992 


ESTIMATE 
1993 


(Dollars  in  Thousands) 

$571 

$8,937  19,523 

300  709 

433  882 

1,314  2,292 

5,303  11,188 

1,097  2,341 

919  2,292 

429  1,082 

447  1,091 

589  1,188 

321  729 

442  925 

2,958  5,912 

12,171  22,817 

395  822 

526  1,086 

766  2,300 

519 

542 

3,080  6,610 

299  630 

372  825 

1,837  3.124 


42,935   a/ 


90,000   a/ 


a/  Eligible  Metropolitan  Areas  are  included  in  the  State  totals. 
STATUS  OF  FUNDS 

1.  Authorization.   The  authorization  for  1994  is  $156.3  iM-lHon. 

2.  Balances  Available. 


a.   Onobliqated  Balances, 
funds  available  by  year. 


The  following  table  compares  the  program  obligations  with 


ACTUAL  ESTIMATE  ESTIMATE 

1992  1993            1994 
( Dollars  in  Thousands ) 

Unobligated  balance,  start  of  year ...  $47,707             ... 

Appropriation $47.707  100.000  $102.700 

Total  Available 47,707  147,707  102,700 

Obligations ...  -147,707  -102.700 

Unobligated  balance,  end  of  year 47,707  ...             ... 

Obligated  Balances.   The  status  of  obligated  balances  is  as  follows. 

ACTUAL  ESTIMATE  ESTIMATE 

1992  1993             1994 
( Dollars  in  Thousands ) 

Obligated  balance,  start  of  year ...  $140,322 

Obligations  incurred..... j_^_^  $147.707  102.700 

Subtotal ...  147,707  243,022 

Outlays j_^  -7.385  -34.676 

Obligated  balance,  end  of  year ...  140,322  208,346 
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DBPARTHnri  OF  BOOSIBG  AMD  tntBAM  OBVELOFMBNT 
COMNimtTy  PLAmUHG  AMD  OEVBLOPNBNT 
SUPPLENEHTAL  ASSISTANCE  FOR  FACILITIES  TO  ASSIST  THE  aONBLBSS 
PWOGIIAII  HIGHLIGHTS 


Program  Level i 
Obligations. . 


ACTUAL 
1992 

BUDGET 

ESTIMATE 

1993 

COMiENT 
ESTIMATE   ESTIMATE 
1993       1994 

INCREASE  * 

DBCRBASE  - 

1994  vs  1993 

(Dollars  In  Thousands) 

$10,998 

$11,263 

$11,529 

-811,529 

11,263 

... 

... 

3,439 

10,824 

5,000     $8,000 

+3,000 

Budget  Authority  (Appropriations). 

Budget  OutlttVB 

StIMMARY  OF  BUDGET  ESTIMATE 

1.  SUMMARY  OF  BDDGET  REQUEST 

The  Budget  does  not  include  on  appropriation  request  for  the  Supplemental  Assistance  for 
Facilities  to  Assist  the  Homeless  (SAFAH)  program  in  1994.   The  outhority  for  the  SAFAU  program 
was  terminated  by  Section  1403  of  the  Housing  and  Coamunity  Development  Act  of  1992 
(P.L.  102-550). 

2.  CHAMGES  FROM  1992  ESTIMATES  IH  1993  BUDGET 

The  1993  Budget  assumed  that  the  entire  1991  appropriation  ($11,263  thousand)  would  be 
obligated  in  1992.   Actual  obligations  were  $265  thousand  less  than  estimated.   The  difference 
was  carried  over  for  obligation  into  1993.   Outlays  did  not  accelerate  as  hod  been  projected. 
This  was  the  result  of  project  sponsors  choosing  to  program  more  funds  for  longer-term  operating 
costs,  and  less  for  rehabilitation,  than  had  been  originally  forecast. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  final  grant  awards  for  the  SAFAH  program  were  made  in  January  1993.   Any  unobligated 
balances  which  may  remain  available  will  be  transferred  to  the  Supportive  Housing  Program 
pursuant  to  Section  1403  of  the  Housing  and  Coimnunity  Developoient  Act  of  1992.   The  current 
outlay  estimate  for  1993  was  reduced  from  the  Budget  Estimate  to  reflect  recent  experience. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  decrease  in  obligations  reflect  the  termination  of  the  SAFAH  program.   Outlays  are 
expected  to  increase  in  1994  as  a  result  of  the  1992  and  1993  grant  awards  and  the  larger 
obligated  balance  available  for  disbursement  in  1994. 

PROGRAM  DESCRIPTION 

Title  IV,  Subtitle  D,  of  the  Stewart  B.  McKinney  Homeless  Assistance  Act,  as  amended, 
authorized  a  broad-based  program  to  meet  the  immediate  and  long-term  needs  of  the  homeless. 
Funding  under  this  program  provided  comprehensive  assistance  for  porticularly  innovative  programs 
or  alternative  methods  of  meeting  the  inniediate  and  long-term  needs  of  the  homeless.   Funding 
also  supplemented  assistance  provided  under  the  Supportive  Housing  Demonstration  program  and  the 
Emergency  Shelter  Grants  program.   The  authority  for  the  SAFAH  program  was  terminated  by 
Section  1403  of  the  Housing  and  Community  Development  Act  of  1992.   Activities  formerly  carried 
out  under  this  program  ore  included  in  the  revised  Supportive  Housing  Program  which  is  described 
separately  in  this  volume. 

STATUS  OF  FUNDS 

1.   Unobligated  balances 

The  status  of  unobligated  balances  is  ss  followst 

ACTUAL        ESTIMATE       ESTIMATE 
1992  1993  1994 

(Dollars  in  Thousands) 

Unobligated  balance,  start  of  year $11,263  $11,529 

J^jpropr  iations 11,263  ... 

Recoveries  of  prior  year  obligation* I  __jji 

Total  balance  available 22,527  11,529 

Obligations,  incurred -10.998  -11.529 

Unobligated  balance,  end  of  year 11,529  ... 
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2.   Obligated  balancea 

The  atatua  of  obligated  balancea  la  aa  followai 

ACTUAL  ESTIMATE       ESTIMATE 

1992  1993          1994 
(Dollara  In  Thouaanda) 

Obligated  balance,  atart  of  year $10,194  $17,751       $24,280 

Obllgatlona  Incurred 10.99B  11.529           ... 

Total  funda  available 21,192  29,280        24,280 

Outlaya -3,439  -5,000        -8,000 

Recoverlea  of  prior  year  obllgatlona -1  ^^.lii        ^_jii 

Obligated  balance,  end  of  year 17,751  24,280        1C,280 
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coNMiniiTy  puuraiNG  mid  dbvblofneiit 

REVOLVING  PUND  (LIQOIDATING  PROGRAMS) 


PROGRAM  HIGHLIGHTS 


BUDGET      CURRENT 

ACTDAL       ESTIMATE     ESTIMATE     ESTIMATE 

1992         1993        1993        1994 


INCREASE  -*- 

DECREASE  - 

1994  VB  1993 


-$4,000 


-20,000 
+80,000 


-221,551 
-29,155 


{Dollars  in  Thousands) 

Receipts  and  repayments....     $85,752       $86,000     $81,000     $77,000 

Repayments  to  the  Treasury i 

In  year  dividend 100,000        74,000     100,000      80,000 

Cumulative  dividend 1,588,478     1,715,478   1,688,478   1,768,478 

Met  Book  Value  of  Assets, 
End  of  tear 871,615       672,624     751,441      529,886 

Budget  Outlays 99,591        46,624      49,350      20,195 

SOMMARy  OP  BUDGET  ESTIMATES 

1.  SUMMARY  OP  BUDGET  REQUEST 

The  expenses  of  the  Revolving  Pund  (Liquidating  Programs)  are  financed  fron  repayments 
of  loans  and  advances,  and  the  recaptures  of  prior  year  obligations;  therefore,  no  appropriation 
is  requested. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IW  1993  BUDGET 

Actual  receipts  and  repayments  were  less  than  the  $92  million  estimate.   The  major  cause 
was  that  receipts  from  Section  312  loans  were  below  the  original  projection. 

Actual  outlays  ($99.6  million)  were  $7.5  million  greater  than  the  original  estimate  of 
$92.1  million  as  Section  312  Rehabilitation  Loan  disbursements  were  greater  than  originally 
estimated  and  loan  receipts  were  less  than  estimated. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  estimate  of  outlays  ($49.4  million)  is  increased  slightly  from  the  Budget  Estimate 
($46.6  million)  reflecting  a  reduction  in  Section  312  loan  receipts. 

EXPLAMATIOH  OF  INCREASES  AND  DECREASES 

The  decreases  in  outlays,  the  dividend  to  the  Treasury,  and  the  value  of  aasats  reflect  the 
continued  liquidation  of  available  balances. 

PUMD  DESCRIPTION 

The  Revolving  Pund  (Liquidating  Programs)  was  established  by  the  Independent  Offices 
Appropriation  Act,  1955,  to  provide  a  single  fund  to  assist  in  the  efficient  liquidation  of 
assets  acquired  under  various  housing  and  urban  development  programs.   The  assets  of  certain  war 
and  emergency  housing  constructed  under  the  Lanham  and  Related  Acts,  Alaska  Prefabricated 
Bousing,  War  Public  Worlcs,  Defense  Community  Facilities  and  Reconstruction  Finance  Corporation 
public  agency  loan  programs  initially  were  included  in  this  Fund.   At  the  end  of  1970,  the  Public 
Worlcs  Planning  Advances,  Grants  to  Aid  Advance  Acquisition  of  Land,  and  the  Alaslca  Housing  Grants 
and  Loans  programs  were  terminated  and  the  assets  were  transferred  to  this  Fund  for  liquidation. 

In  1975,  the  assets  and  liabilities  of  four  community  development  categorical  programs 
comprised  of  Basic  Water  and  Sewer  Facilities,  Neighborhood  Facilities,  Open  Space  Land,  and 
Public  Facility  Loans  were  included  in  the  Pund  pursuant  to  Section  117(b)  of  the  Housing  and 
Coanunity  Development  Act  of  1974,  which  provided  for  such  transfers  to  facilitate  liquidation  of 
the  programs.   In  1984,  the  New  Communities  program  was  transferred  to  the  Revolving  Pund;  and, 
on  October  1,  1986,  the  Urban  Renewal  Program  was  transferred  to  the  Fund. 

The  National  Affordable  Housing  Act  repealed  the  Rental  Rehabilitation  Grants  and 
Rehabilitation  Loan  (Section  312)  programs.   Both  programs  were  transferred  to  the  Revolving  Fund 
(Liquidating  Programs),  effective  October  1,  1991,  pursuant  to  P.L.  102-27  and  P.L.  102-139, 
respectively. 
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u-a  In  Thousands 

i) 

$80,910 

$129,336 

$89,876 

28,600 

57,152 

6,787 

24,000 

57,000 

3,164 

23,000 
54,000 

•  •  ■ 

72,052 
1.002 

... 

213,500 


SO 
100 


100 


166,876 


25 

90 


85 


Revolving  Fund  (Liquidating  Programa) 

PROGRAM  ACTIVITY 

The  following  table  shows  the  status  of  the  Revolving  Fund  for  fiscal  years  1992-1994. 

ACTOAI,        ESTIMATE       ESTIMATE 
1992  1993  1994 

Source  of  Funds i 

Unobligated  balance,  start  of  year.... 

Receipts! 

Income 

Repayments 

Recaptures 

Transfer  of  Unobligated  balances  fromi 

Rehabilitation  Loans  (Section  312).. 

Rental  Rehabilitation  Grants 

Total  funds  available 246,503 

Application  of  Fundsi 
Obligations! 

Project  Operations  for  Hew  Comnunities 3 

Cash  Management  -  Rental  Rehabilitation  Grants  program. .  86 

Urban  Renewal  Bond  Redemption 26 

Public  Facility  Loan  Expenses 47 

Operating  Expenses! 

Rehabilitation  Loan  Fund 8,646 

Acquired  Security  and  Collateral 7,105 

Payment  to  Salaries  and  Expenses,  HUD 1,254 

Repayment  to  the  U.  S.  Treasury 100,000 

Total  J^iplication  of  Funds 117,167 

Unobligated  Balance,  end  of  year 129,336 

SUMMARY  OF  VARIOUS  ASSETS  WITHIN  THE  REVOLVING  FOND 

Assets  are  as  follows! 

SUMMARY  OF  ASSETS  (END  OF  YEAR  I 
ftCraHL  ESTIMATE      ESTIMATE 

1992         1993         1994 
(Dollars  in  Thousands) 

Public  Facility  Loans $18,952  $18,952  $18,952 

Rehabilitation  Loans 519,275  491,938  407,945 

Urban  Renewal 377  ...  ... 

Rental  Rehabilitation  Grants 168,970  75,606  1,487 

Other 164.041  164.945  101. S02 

Total 871,615  751,441  529,886 

SUMMARY  OF  OBLIGATED  BALANCES  WITHIN  THE  REVOLVING  FUND 

The  sumary  of  obligated  balances,  end  of  year,  la  as  follows! 


11,500 
10,500 

10,900 
8,900 

1,374 

1,254 

100.000 

80.000 

123,624 

101,254 

89,876 

65,622 

SUMMARY  OF  OBLIGATED  BALANCES 

ACTUAL        ESTIMATE      ESTIMATE 

1992  1993         1994 


'(Dollars  in  Thousands) 


Public  Facility  Loans  and  Hew  Conmunltlas $2,093 

Rehabilitation  Loans 21,263 

Rental  Rehabilitation  Grants 167.193 

Total 190, 549 


$1,716 

4,914 

74.029 

80,659 


$1,716 
3,002 

4,718 
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OBPARTMKIIT  OP  H00SIH6  AMD  URBA*  DBVBLOPMKHT 

SALARIES  AHD  BXFSHSBS,  HOOSIHG  AHD  ORBAH  DEVBLOPHBHT 

The  consolidated  dlscusBion  for  the  appropriation  'Salaries  and  Expenses,  HOD*  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992, 
1993,  and  1994,  Including  the  separate  Headquarters  appropriations  in  1992. 

BODGBT  ACTIVITY  4 1   COMMmilTIf  PLAHMIHG  AMD  DEVELOPMEMT 
ACTIVITY  HIGHLIGHTS 


BUDGET 

CURBBHT 

INCREASE  + 

ACTOAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VS  1993 

(Dollars  in  Thousands) 

Total  Budget  Activity $67,814  $73,809  $69,529  $71,286  +$1,757 

Pull-Time  Permanent  Appointments, 

End  of  Year 1,030  1,051  1,009  1,010  +1 

Pull-Time  Equivalent  Employment 1,088  1,052  1,045  1,022  -23 

■OTBi  Pull-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalents.  They  are  not  control  numbers 
and  may  vary  depending  on  conditions. 

STAPPIHG  SUMMARY 

1.   SCOPE  OP  ACTIVITY 

The  staff  funded  under  this  activity  administer  the  Conntunity  Development  Block  Grant 
<CDBG)  program,  including  the  Entitlement  program;  the  State  and  HDD- Administered  Small  Cities 
program;  Section  108  Loan  guarantees;  and  Section  107  Special  Purpose  Grants,  which  include  the 
Insular  Area  program.  Historically  Black  Colleges  and  Universities,  CD  Work  Study;  Technical 
Assistance;  plus  the  following  newly  authorized  programs  under  Section  107 t   Joint  Cosmunity 
Development,  Regulatory  Barrier  Removal,  and  CooBunity  Outreach.   In  addition,  the  John  Heinz 
Neighborhood  Development  program  is  also  funded  under  CDBG  and  adminstered  by  Coonunity  Planning 
and  Development  (CPD). 

CPD  also  administers  the  Home  Investment  Partnerships  Grant  program  (BOMB),  Including 
the  recently  enacted  supplemental  funding  for  disaster  assistance;  HOPE  3  ( Horaeownership  of 
Single  Pamily  Homes);  and  HOPE  for  Youth  (Youthbuild) .   CPD  staff  also  administer  the  following 
assistance  programs  for  the  homeless i   Emergency  Shelter  Grants;  the  recently  substantially 
reauthorized  and  revised  Supportive  Housing  Program  (formerly  Transitional  Housing,  Permanent 
Housing  for  the  Handicapped  Homeless,  and  Supplemental  Assistance  for  Pacilitles  to  Assist  the 
Homeless);  Section  8— Moderate  Rehabilitation  (SRO);  Housing  Opportunities  for  Persons  with  AIDS; 
and  Shelter  plus  Care. 

CPD  has  Departmentwide  responsibility  in  the  areas  of  energy,  relocation  and 
acquisition  policies  and  standards,  and  environmental  functions,  and  for  the  Conprehensive 
Housing  Affordability  Strategy  (CHAS)  required  for  many  HUD  programs.   The  following  inactive 
programs  will  continue  to  require  staff  resources  to  manage  completion  of  workload  already  in  the 
pipeline  and/or  for  loan  servicing  related  activitiesi   Urban  Development  Action  Grants  (UDAG); 
Section  312-Rehabilitation  Loans;  Rental  Rehabilitation;  and  Urban  Homesteading .   Pinally,  CPD  h 
has  management  responsibility  for  the  Revolving  Pund  (Liquidating  Programs). 
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r. 

2.  WORKLOAD 

The  largest  share  of  the  workload  under  CPD  programs  Is  directly  related  to  the  CDBG 
program.  Including  managing  the  additional  economic  Btlmulus  and  Investment  funding  proposed  for 
the  program.   This  Budget  proposal  also  anticipates  an  Increase  in  the  workload  associated  with 
the  Homeless  programs  primarily  in  connection  with  the  additional  stimulus  and  investment  funding 
proposed  for  the  Supportive  Bousing  Program  (SHP)  and  the  Safe  Havens  and  Rural  Homeless  Salaries 
initiatives  proposed  for  funding  in  1994  under  SHP.   The  recently  enacted  BOHE,  HOPE  3,  and 
Youthbuild  progroms  ore  expected  to  result  in  s  workload  Increase  for  CPD  staff.   Also,  CPD  has  a 
large  and,  due  to  new  programs,  an  increased  monitoring  workload  in  the  areas  of  relocation, 
environmental  concerns,  and  the  CHAS.   Finally,  uncompleted  activity  currently  remains  for  the 
UDAG  program  and  will  also  remain  under  the  Section  312  Rehabilitation  Loan,  Rental 
Rehabilitation,  and  Orban  Bomesteading  prograna. 

3.  SUMMARY  OF  STAFFIMG  RBQniREHEMTS 


FOLL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTDAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Headquarters 270         260  261  255  -6 

Field 818         792  784  767  zH 

Total,  FTB 1.088       1.052        1.045        1,022  ^ 

The  decrease  of  7  FTE  employment  between  the  1993  Budget  estimate  and  current  estimate 
is  the  net  result  of  Congressional  action  and  repricing  of  personal  services  to  more  accurately 
project  costs. 

The  decrease  of  23  FTE  between  the  1993  current  estlmote  ond  the  1994  Budget  estimate 
reflects  Departmental  priorities,  the  effect  of  terminated  programs  and  reductions  mandated  under 
Executive  Order  12839. 

The  following  table  provides  a  susnary  of  the  dlstrUaution  of  grades  for  staff  in  this 
activity  for  1992,  1993  and  1994. 


Grade 


1992 


22    FIELD    TOTAL 


1993 


22    FIELD    TOTAL 


1994 


H2    FIELD    TOTAL 


Exec.  Level  IV 1 

ES-6 

ES-5 1 

ES-4 9 

ES-3 

ES-2 1 

ES-1 2 

GS/GH-15 46 

GS/GM-14 46 

GS/GM-13  and  below 158 

TOTAL,  FTPS 264 

FTE  Employment 270 


16 

49 

701 

766 

818 


1 
9 

1 

2 

62 

95 

859 


1,030 
1,088 


1 
1 
2 
8 
1 
2 

47 

49 

152 

263 

261 


17 

49 

680 

746 

784 


1 
1 
2 
8 
1 
2 

64 

98 

832 


1,009 
1,045 


1 
1 
2 
8 
1 
2 

47 

49 

144 

255 

255 


17 

49 

689 

755 

767 


1 
1 
2 
8 
1 
2 

64 

98 

833 


1,010 
1,022 


EXPLANATION  OF  STAFFING  REQUIREMENTS 

1.   HEADQUARTERS  EMPLOYMENT 

The  following  table  reflects  the  distribution  of  full-time  equivalent  employment  for  CPD 
Headquarters  organizations! 
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FnLL-TIME  EQUIVALENT  EMPLOYMEHT 

BUDGET     CURRENT  INCREASE  * 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE    DECREASE  - 
1992       1993        1993        1994     1994  vs  1993 
OFFICE: 

Imnediate  Office  of  Assistant  Secretary..     4         6  6  5  -1 

Deputy  Assistant  Secretary  for  Operations.  3  3  3  3  ... 
Executive  Operations  Staff: 

Policy  Coordination  Unit 8  5  5  5  ... 

Field  Coordination  Unit 9  5  5  5 

Office  of  Management 33  33  33  32  -1 

Office  of  Environment  and  Energy 24  20  20  20  ... 

Deputy  Assistant  Secretary 

for  Economic  Development 3  3  3  3  ... 

Office  of  Economic  Development 29  22  22  21  -1 

Office  of  Special-Needs  Assistance 46  50  SO  49  -1 

Deputy  Assistant  Secretary 

for  Grants  Programs 3  3  3  3  •■• 

Office  of  Block  Grants 43  43  44  43  -1 

Office  of  Affordable  Housing  Programs...  45  50  50  49  -1 

Office  of  Technical  Assistance 20  17  n  n  iij. 

Total,  Pull-time  Equivalent  Employment  270  260  261  255  -6 

The  Headquarters  staff  is  responsible  for  providing  overall  supervision  and  direction  in 
the  implementation  of  new  CPD  programs  and  initiatives;  such  as  the  new  Supportive  Housing 
Program,  new  programs  and  activities  authorized  and  funded  under  Section  107  (CDBG),  and 
youthbuild;  the  administration  of  existing  CPD  programs  and  activities;  and  for  assuring  uniform 
administration  and  efficient  management  of  certain  Federal  assistance  activities.   This  includes: 

1.  Development,  promulgation,  execution  and  management  of  policies,  procedures, 
standards  and  advisory  materials; 

2.  Management  of  national  coi^>etitions  for  the  following  programs — (a)  Special  Needs 
Programsi   Shelter  Plus  Care;  the  Supportive  Housing  Program;  Housing  Opportunities 
for  Persons  with  AIDS  (HOPHA);  and  Section  8  Moderate  Rehabilitation  SHOj  (b)  Most 
programs  funded  under  Section  107  of  the  HCD  Act  of  1974,  as  amended;  (c) 
youthbuild;  and  (d)  HONE  technical  assistance; 

3.  Administering  the  significantly  increased  funding  for  the  Section  108  CDBG  Loan 
Guarantee  program,  including  reviewing  applications,  arranging  financing,  and 
managing  the  loan  guarantee  portfolio; 

4.  Coordination  of  program  resources  through  the  distribution  of  program  funds  and 
staffing  resources  among  Field  Offices; 

5.  Imposition  of  sanctions  against  grantees  including  reductions,  disapprovals  and 
contract  conditions; 

6.  Evaluation  of  Field  Office  performance  and  training  of  Field  office  staff; 

7.  Coordination  and  oversight  of  Departmentwide  responsibilities  under  the  National 
Environmental  Policy  Act  and  related  statutes,  the  Uniform  Relocation  Act,  and  HUD's 
energy  mandates; 

8.  Management  of  the  Revolving  Fund  (Liquidating  Programs)  and  managing  the  closeout  of 
remaining  UDAG  projects  and  other  terminated  programs; 

9.  Management  of  contractors  providing  technical  assistance  to  HOME,  HOPE  3,  Rental 
Rahabllltation,  Homeless  programs,  youthbuild,  and  CDBG  grantees; 
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10.  Coordination  of  efforta  with  other  Federal  agenciea  and  Federal  programa  on  high- 
visibility,  special  enphaais  areas  such  as  honalessness  and  coloniaa;  and 


11.   Evaluation  of  CPD  programs  to  determine  their  effectiveness  in 
goals  and  objectives  and  local  needa. 


Bting  Rational 


FIELD  OFFICE  EMPLOYMENT 


ACTUAL 
1992 


FULL-TIME  EQOIVA'''""'  BMPLOYMEIIT 


BODGBT 

CnRRBMT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1993 

1994 

1994  vs  1993 

PROGRAM/ACTIVITY  t 

CDBGl 

Entitlement  Program 335.7 

HUD-Admin  Program 22.2 

State  Program 30.8 

Indian  Program 34.9 

Special  Purpose  Grants...  2.3 

Insular  Areas 1.5 

Total,  COBG 427.4 

HOME 40 . 1 

SPECIAL  MEEDS  PROGRAMS  I 

Emergency  Shelter 22.2 

SAFAH 4.3 

Transitional  Housing 46.9 

Permanent  Housing 15.7 

Supportive  Housing — 

Title  V  t   BUD  Properties.  23.1 

Shelter  Plus  Care 8.5 

Uousing/AIDS 1.2 

Mod  Rehab  I   SRO ._9 

Total,  SNAPS 122.8 

HOPE  3 30.7 

CROSSCUTTIHG  RESPONSIBILITIES; 

Relocation/Acquisition...  27.4 

Environment 69.7 

CHAS 37.2 

Total,  Crosscutting... .  134.3 

TERMINATED  PROGRAMS  I 

UDAG 11.9 

Rental  Rehabilitation 24.8 

Rehabilitation  Loans 9.9 

Urban  Homesteading 5.0 

Liquidating  Programs 2.3 

Total,  Terminated  Prgs.  53.9 

Other  CPD  Activities 8.8 

TOTAL,  FTB 818.0 
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41.9 
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67.8 

-1.9 

32^9 
96. S 

32.7 
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22.6 
116.5 

-10.1 
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2.9 
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15.3 
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.6 

... 

-.6 

792.0 


784.0 


767.0 


-17.0 


a.   COMMOMITY  DEVBLOPMBHT  BLOCK  GRANTS 

Field  staff  responsibilities  for  the  Coonunity  Developoent  Grant  program  in  1994  are 
based  on  the  following  areas  of  workloadi 


F-4 


434 


SalarieB  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  4:   Community  Planning  and  Development 

—  dissemination  of  program  information  to  current  and  prospective  recipients, 
including  States  and  Federal  agencies; 

—  receipt  and  review  of  entitlement  statements  and  grantee  performance  reports; 

—  receipt  and  review  of  State  submisBions  and  annual  performance  reports; 

--  receipt  and  review  of  Section  108  Loan  Guarantee  applications; 
< 

—  provision  of  technical  assistance  to  local  governments  and  States  to  improve 
program  efficiency  and  effectiveness  and  aid  grantees  in  avoiding  or  correcting 
conpliBnce  problems; 

—  review  of  applications  for  assistance  under  Special  Purpose  Grants; 

—  review,  rating,  and  approval  of  applications  for  Small  Cities  CDBG  funds  in  two 
Field  Offices; 

—  review,  award,  and  monitoring  of  Insular  Area  grants  in  two  Field  Offices; 

—  compilation  of  basic  data  for  reporting  on  the  use  of  funds  to  the  President,  the 
Congress,  and  the  public; 

—  on-site  and  in-house  monitoring  of  grantee's  activities  and  records  including 
issuance  of  a  written  report  of  findings  and  follow-up  to  ensure  resolution  of 
findings; 

—  resolution  of  audit  findings;  and 

—  provision  of  training,  information,  and  technical  assistance  to  local  programs. 

In  addition,  CPD  staff  is  involved  in  general  project  management  and  servicing, 
which  includes  financial  management,  routine  and  Congressional  correspondence,  litigation 
activities,  meetings  held  at  localities'  requests,  GAO  and  Inspector  General  audit  activities, 
telephone  communication,  technical  assistance  and  responses  to  complaints. 

b.   HOME 

The  estimate  of  staffing  needs  for  the  HOME  Program  for  1993  is  based  on  the  number 
of  participating  jurisdictions  and  Insular  areas  eligible  for  an  allocation  plus  ten  additional 
jurisdictions  which  received  HOME  disaster  assistance  funds  appropriated  in  1992.   It  is  assumed 
that  all  States  will  continue  to  administer  the  program.   If  any  State  does  not  administer  the 
program,  HUD  staff  will  have  to  administer  the  funds,  resulting  in  greater  workload.   We  estimate 
that  an  average  of  nearly  300  hours  per  participating  jurisdiction  will  be  required  to  be  spent 
to  provide  the  necessary  technical  assistance  and  training,  the  review  of  program  descriptions 
and  other  materials  submitted  by  the  participating  jurisdictions  and  to  do  all  the  program 
management  and  monitoring  of  a  jurisdiction  that  a  complicated  program  like  HOME  requires.   Field 
activities  will  include  the  following: 

—  providing  information  and  assistance  to  States,  units  of  local  government, 
nonprofits,  developers,  and  citizens; 

—  conducting  training  of  participating  jurisdictions  and  nonprofits; 

—  reviewing  and  approving  requests  from  conmunities  seeking  designation  as 
consortia; 

—  reviewing  and  approving  program  descriptions; 

—  reviewing  and  approving  requests  to  use  different  forms  of  subsidy; 

—  reviewing  and  approving  resale  guidelines  for  first  time  homebuyer  programs; 
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—  providing  assistance  and  Information  In  setting  up  financial  and  recordkeeping 
systems  needed  to  access  the  Cash  and  Management  Inforaatlon  System  and  to 
maintain  the  local  HONE  account; 

—  providing  assistance  and  guidance  on  the  entire  range  of  program  policies, 
including  those  dealing  with  Income  targeting  and  af fordabillty,  eligible 
activities,  requirements  for  nonprofits  to  qualify  for  set-aside  funds,  matching 
funds,  subsidy  limits,  and  model  programs; 

—  participating  in  the  selection  and  delivery  of  technical  assistance  being 
provided  under  contracts; 

~  start-up  activities  for  new  participating  jurisdictions; 

—  monitoring  of  performance  under  the  HOME  Program; 

—  responding  to  citizen  coiq>lalnts  and  other  Inquiries  about  recipient  performance; 
and 

—  responding  to  audit  findings. 

The  estijiiate  of  staffing  needs  for  1994  assumes  460  participating  jurisdictions.   In 
1994,  all  of  the  activities  listed  above  will  continue.   In  addition.  Field  staff  will  be 
involved  In  recapture  of  funds  not  consltted  by  statutory  deadlines  and  managing  competitive 
reallocations  of  funds. 

In  addition  to  the  regular  HOME  program,  field  staff  administer  the  BONE  disaster 
funds  awarded  to  ten  recipients  in  Florida,  Louisiana,  Hawaii,  and  Guam.   Likewise,  there  are 
four  Insular  Areas  which  receive  HOME  funds i   Guam,  American  Samoa,  Northern  Harianas,  and  the 
Virgin  Islands.  The  requirements  for  both  of  these  programs  ore  different  from  the  regular  SOKE 
program.   Also,  many  of  the  jurisdictions  need  additional  technical  assistance  In  carrying  out 
their  programs. 

C.   SPECIAL  WEEDS  PROGRAMS 

Field  staff  activity  Includes  the  followlngi 

—  dissemination  of  program  Information  to  current  and  prospective  recipients; 

—  coordination  of  Federal  efforts  to  end  homelessness, 

—  application  processing,  grant  management,  monitoring  and  grant  closeout; 

—  provision  of  technical  assistance  to  improve  program  efficiency  and  effectiveness 
and  aid  to  grantees  In  avoiding  or  correcting  compliance  problems; 

--  on-site  monitoring  of  grantee's  activities  and  records  Including  Issuance  of  a 
written  report  of  findings  and  follow-up  to  ensure  resolution  of  findingsi 

—  resolution  of  audit  findings;  and 

—  provision  of  training.  Information,  and  technical  assistance  to  local  programs, 
d.   HOPE  3  -  SINGLE  FAMILT  PROGRAM 

Field  responsibilities  in  1993  Include  the  followlngi 

—  providing  Information  and  assistance  to  States,  cities,  nonprofits,  PHAs,  and 
IHAs; 

—  providing  training  for  ^iplicants  and  grantees; 

—  reviewing,  rating,  and  ranking  applications  for  impl^ientation  grants,  and 
preparing  and  processing  approval  documents; 
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—  providing  guidance  and  assistance  on  the  entire  range  of  program  policies, 
including  eligible  activities,  matching  funds,  HUD  rating  criteria,  homebuyer 
selection  procedures,  housing  quality  standards  plans,  cost  and  subsidy  lunits, 
affordobility  requirements,  resale  restrictions; 

~  providing  technical  assistance  to  inexperienced  nonprofits  in  financial 

management  and  recordkeeping  and  compliance  with  other  Federal  requirements 
(e.g.,  lead-based  paint,  equal  opportunity,  etc.); 

~  monitoring  of  grantee  performance; 

—  providing  assistance  to  grantees  in  accessing  the  Cash  and  Management  Information 
System;  and 

—  assisting  grantees  in  identifying  available  properties  through  contacts  with  FHA, 
RTC,  FmHA,  VA,  DOD,  FDIC,  GSA,  DOT,  and  State  and  local  governments. 

The  same  activities  will  continue  in  1994.   In  addition,  new  duties  in  1994  includei 

—  start-up  activities  for  additional  new  applicants/grantees; 

—  monitoring  of  and  technical  assistance  to  grantees  approved  both  in  1992  and 
1993; 

—  responding  to  citizen  complaints  and  other  inquiries  about  program  performance; 
and 

—  responding  to  audit  findings. 

e.  CROSSCUTTING  ACTIVITIES  -  RELOCATION/ACQUISITIOH 

The  Uniform  Relocation  Assistance  and  Real  Property  Acquisition  Policies  Act  of  1970 
(URA)  sets  forth  protections  for  the  owners  of  real  property  acquired  by  a  State  agency  for  a 
federally  assisted  project  or  program.   It  also  requires  that  relocation  payments  and  other 
assistance  be  provided  to  persons  displaced  as  a  result  of  such  acquisition.   Amendments  to  the 
URA  extended  relocation  assistance  requirements  to  persons  displaced  as  a  direct  result  of 
rehabilitation,  demolition  or  privately  undertaken  acquisition  for  federally  assisted  programs. 
For  HUD-SBsisted  programs  this  expanded  coverage  applies  to  displacements  occurring  on  or  after 
April  2,  1989.   All  HUD-assisted  activities  are  subject  to  the  DRA.   CDBG,  HOKE,  and  UDAG- 
assisted  activities  are  also  covered  by  the  requirements  of  section  104(d)  of  the  Housing  and 
Community  Development  Act  of  1974,  as  amended,  which  requires  the  replacement  of  low-  and 
moderate- income  housing  demolished  or  converted  to  another  use  and  the  provision  of  certain 
relocation  assistance  to  certain  low-  and  moderate-income  persons. 

To  determine  whether  persons  are  receiving  the  assistance  required  by  law  and  program 
regulations,  HUD  Field  staff  conduct  compliance  monitoring  site  visits  to  review  a  san^ile  of  the 
relocation  and  acquisition  records,  interview  displaced  persons  and  persons  whose  property  has 
been  acquired,  and  inspect  replacement  housing  units  to  which  persons  have  moved.   The  timing  of 
visits  and  the  size  of  the  sample  reflect  Field  judgment  of  past  locality  performance.   Other 
Field  staff  activities  include  the  provision  of  technical  assistance  ond  training  to  local  agency 
staff;  and  the  review  of  grievances  filed  by  displaced  persons  and  the  review  of  certain 
applications  and  reports.   Under  the  State-administered  Small  Cities  CDBG  programs,  the  State  now 
performs  a  similar  role  with  respect  to  its  subgrantees.   HUD  provides  assistance  to  States  and 
monitors  States'  performance. 

f .  CROSSCUTTING  RESPOKSIBILITIES  -  ENVIRONMENT  AMD  ENERGY 

Community  Planning  and  Development  has  Departmentwide  responsibility  for 
environmental  and  energy  concerns.   This  environmental  responsibility  includes  implementation  of 
the  National  Environmental  Policy  Act  of  1969  as  it  relates  to  HUD  programs,  and  implementation 
of  related  statutes,  executive  orders  and  regulations.   The  energy  responsibility  includes 
activities  related  to  energy  production,  distribution  and  conservation  supporting  both  housing 
and  community  development  objectives.   Technical  assistance  is  provided  directly  to  CDBG 
communities  and  indirectly  through  the  application  of  State  energy  resources  to  communities'  CDBG 
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programs.   The  environmental  staff  provides  assistance,  advice,  orientation  and  guidance  to  HUD 
applicants,  potential  applicants  and  clients — including  CDBG  communities  and  housing  developers — 
on  procedural  and  technical  aspects  of  environmental  assessments  and  compliance  findings 
associated  with  related  environmental  laws.   The  McKinney  Act  and  HOME  and  HOPE  programs  will 
increase  the  need  for  environmental  training  for  HUD  field  staff  who  will  be  coo^jleting 
environmental  reviews  for  nonprofit  recipients  and  assisting  new  governmental  clients. 
Environmental  monitoring  will  also  be  required  for  new  governmental  recipients.   Environmental 
staff  also  have  the  responsibility  to  review  other  agencies'  Environmental  Impact  Statements  in 
HUD'S  areas  of  expertise.   In  addition,  the  environmental  Field  staff  also  provides  technical 
environmental  assistance  and  training  to  other  HUD  staff  and  coordinates  responses  under 
Executive  Order  12372,  participates  in  hazard  mitigation  teams,  and  cooperates  with  other 
agencies  on  large  scale  projects  and  special  hazardous  or  sensitive  areas. 

g.   CROSSCUTTING  RESPONSIBILITIES  -  COMPREHENSIVE  HOUSING  AFFORDABILITY  STRATEGY  (CHASli 
In  1993  and  1994,  Field  Office  activities  will  include) 

—  providing  information  and  assistance  to  jurisdictions  which  need  to  suboit 
abbreviated  strategies,  and  other  applicants  for  funds  in  jurisdictions  which 
have  not  submitted  complete  CHASs; 

—  providing  information  and  assistance  to  nonprofit  applicants  for  HUB  programs  on 
obtaining  certifications  of  consistency  from  the  appropriate  juriBdiction; 

—  reviewing  the  CHAS  for  conformance  with  regulatory  requirements; 

—  preparing  approval /disapproval  letters  to  jurlsdictionst 

—  responding  to  citizen  complaints  about  the  CHAS; 

—  preparing  and  conducting  training  of  jurisdictions  on  CHAS 
requirements; 

—  providing  information  and  assistance  to  all  jurisdictions  and  applicants  on 
CHAS  requirements,  as  well  as  available  1990  Census  Data; 

—  monitoring  jurisdictions  performance  under  the  CHAS; 

—  reviewing  the  jurisdictions'  performance  reports; 

—  coordinating  the  review  of  the  performance  reports  with  other  parts  of  the  Field 
Office  and  preparing  the  Field  Office  letter  to  the  grantee; 

—  preparing  HUO's  report  on  each  jurisdiction's  performance;  and 

—  determining  whether  each  jurisdiction's  performance  report  warrants  action  on  the 
approval  of  the  next  CHAS  or  In  funding  programs  covered  by  the  CHAS. 

h.   TEWtlHATBD  PROGRAMS 

Field  staff  responsibilities  for  the  Rental  Rehabilitation  Grants,  Rehabilitation 
Loon,  and  Orban  HosaeBteadlng  programs  are  based  on  the  following  areas  of  workload t 

—  monitoring  and  managing  of  proqron  activities  being  carried  out  by  grantees; 

—  closing  out  of  projects  and  programs  once  activities  are  coapleted; 

—  providing  technical  assistance  to  local  public  and  private  sector  parties  on  all 
aspects  of  InpleBentlng  and  coopletlng  their  programs;  and 

—  resolving  audit  findings. 
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COHTBACTS 

The  table  below  identifies  contract  requirements  unique  to  this  activity. 

BUDGET      CURRENT  INCREASE  + 

ACTUAI,       ESTIMATE     ESTIMATE     ESTIMATE  DECREASE  - 

1992  1993         1993         1994  1994  vs  1993 

(Dollars  in  Thousands) 

Training  Support — Federal  Personnel ■•■  $200  ...  -$200 

Training  Contracts — Non-Federal  Empls.    $4  $25  20  $20 

Data  and  Statistical  Services 211  207  200  199  -1 

Public  Information  Services 20  20  20  ... 

Technical  Services 230  290  122  173  j_^ 

Total,  Contracts 445  542  613  412  -201 

The  increase  for  training  support  for  federal  personnel  is  for  economic  development  training  of 
CPD  staff. 

The  increase  for  training  contracts  for  non-federal  employees  provides  funding  for  technical 
assistance  sessions  for  grantees  on  the  Homeless,  Rome  and  HOPE  programs. 

The  decrease  in  Data  and  Statistical  Services  is  based  on  past  experience  on  the  cost  of  Bureau 
of  Census  and  Bureau  of  Labor  Statistics  Enterprise  Zones  data.   A  decrease  of  $1,000  in  1994  is 
in  accordance  with  Executive  Order  12837. 

The  increase  for  Public  Information  Services  is  to  fund  the  preparation  of  packets  regarding  the 
Home  and  HOPE  programs . 

The  decrease  in  Technical  Services  reflects  funding  constraints  on  analyses  and  presentation  of 
data  related  to  CPD-administered  programs. 
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DEPARTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT 

POLICY  DEVELOPMENT  AND  RESEARCH 

RESEARCH  AND  TECHNOLOGY 


BUDGET 

CURRENT 

INCREASE  -f 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  VB  1993 

(Dollars  In  ThouBsnds) 


Program  Levels i 

Obligations... $24,839 


$35,250 


NA   $26,134 


$35,100 


Budget  Authority 
(Appropriations  1 1 

Enacted  or  Proposed 


Outlays, 
a/ 


25,000 
23,219 


35,150    $25,000 


23,250  a/    35,000 


29,600 


NA 


24,000 


28,247 


+$8,966 


+11,750 
+4,247 


The  1993  Appropriations  Act  (P.L.  102-389)  enacted  $25  million  for  this  account.   The 
amount  shown  Is  net  of  transfers  to  other  organizations  from  the  following  sources t 
1993  i^iproprlatlons  Act,  $1,000  thousand  and  1992  Supplemental  Appropriations  Act 
(P.L.  102-368),  $500  thousand  to  the  National  Commission  on  Manufactured  Housing;  and 
$250  thousand  to  the  National  Commission  on  Severely  Distressed  Public  Housing  as 
enacted  In  P.L.  102-368.   The  transfers  authorized  In  1992  are  'scored*  as  offsets  to 
1993  Budget  Authority  because  they  occurred  In  1993. 

SUMMARY  OF  BUDGET  REQUEST 

1.  SUMMARY  OF  BUDGET  REQUEST 

The  1994  Budget  proposes  an  appropriation  of  $35  million  for  research,  policy  analysis 
and  for  program  evaluation  and  monitoring  activities.   This  appropriation  is  administered  by  the 
Assistant  Secretary  for  Policy  Development  and  Research  (PDtR).   The  authorization  for 
appropriations  in  1994  is  $36.47  million. 

The  1994  request  is  an  increase  of  $10  million  over  the  1992  Appropriation  and 
$11.8  million  over  the  1993  net  Appropriation.   These  increases  are  primarily  for  program 
evaluation  and  monitoring  activities  and  for  Increased  costs  of  Housing  Surveys,  particularly  the 
American  Housing  Survey  (AHS).   For  fiscal  year  1993,  activities  will  continue  to  concentrate  on 
analyzing  the  adequacy  of  existing  data  systems  and  expanding  the  number  of  program  evaluations 
to  be   conducted.   Fiscal  year  1994  activities  will  build  on  these  efforts  by  designing  and 
implementing  new  data  systems,  performing  program  evaluations  currently  underway,  and  continuing 
a  cycle  of  conducting  new  evaluations  for  all  major  HUD  program.   The  AHS  costs  in  1994  will 
increase  as  samples  will  be  expanded  and  three  added  metropolitan  areas  are  phased  in  to  the 
survey. 

The  major  program  evaluation  and  monitoring  efforts  to  be  initiated,  or  continued,  in 
1994  include  program  evaluations  in  such  areas  as  HOME,  the  Public  Bousing  Coiq>rehensive  Grant 
program,  the  HOPE  grant  programs.  Shelter  Plus  Care,  HOPE  for  Elderly  Independence,  Moderate 
Rehabilitation  (SRO)  for  the  homeless,  Indian  Housing,  Family  Self-Suff Iclency,  Revised 
Congregate  Housing,  Public  Housing  Management  Assessment  Program,  State  CDGB  programs,  the  Public 
Housing  Performance  Funding  System,  and  the  Urban  Revltallzation  Demonstration  Program.   Other 
activities  will  Include  an  assessment  of  the  impact  of  Section  8  and  public  housing  programs  on 
desegregation,  an  assessment  of  the  effectiveness  of  McKlnney  Act  programs,  studies  of  PHA 
waiting  lists,  barriers  to  HUD  programs  faced  by  the  homeless,  local  implementation  of 
Comprehensive  Housing  Af fordability  Strategies,  an  assessment  of  current/future  condition  of  FHA- 
insured  multlfamily  rental  housing  stoclc,  an  evaluation  of  the  homeownershlp  voucher  initiative, 
an  assessment  of  the  importance  and  long-term  impact  of  lead  paint  abatement,  and  an  evaluation 
of  the  Moving  to  Opportunity  demonstration. 

A  strong  Research  and  Technology  program  is  absolutely  vital  to  the  Administration's 
effort  to  'Reinvent  HUD*  and  ma)ce  it  an  advocate  for  the  communities  of  America.   It  is  central 
to  HUD'S  ability  to  improve  program  performance;  enhance  management  effectiveness;  and  ensure  the 
responsive,  flexible  and  efficient  use  of  our  Federal  resources. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  THE  1993  BUDGET 

The  funds  actually  obligated  in  1992  ($24.8  million)  were  $2.3  million  less  than  the 
$27.1  million  estimated.   This  reduction  occurred  primarily  because  funds  for  several  projects, 
Including  the  evaluation  of  Indian  Housing  program,  were  reserved  in  1992  but  not  obligated  by 
the  end  of  the  fiscal  year.   Funds  for  these  projects  were  obligated  In  1993.   A  second  reason 
was  that  the  1992  estimated  obligations,  as  reflected  in  the  1993  Budget,  assumed  the 
availability  of  $250  thousand  for  HUD  research  projects,  but  this  amount  was  earraarjced 
BUbaaquantly  for  transfer  to  the  Rational  Conmission  on  Severely  Distressed  Public  Housing  by 
P.L.  102-368.   The  actual  transfer  will  occur  in  1993.   The  final  factor  was  the  Department  not 
recapturing  (and  reobligatlng)  the  amount  of  prior  year  funds  in  1992  as  anticipated  in  the  1993 
Budget . 
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Actual  outlay*  of  $23.2  Billion  were  slightly  leas  than  the  eatijute  of  $23.7  atllllon, 
prlnarlly  due  to  the  reduced  1992  obligations. 

Additionally  In  1992,  $S00,000  waa  designated  for  transfer  to  the  national  Cosmlsslon  on 
Manufactured  Bousing,  but  the  actual  transfer  did  not  occur.   The  transfer  is  now  planned  for 
1993  as  required  by  P.L.  102-368.   (Originally  the  transfer  was  to  have  taken  place  in  1991,  aa 
required  by  the  1991  Dire  Bmergency  Supplemental  Appropriations  Act;  however,  the  Cosnission  was 
not  established  in  tijae  to  receive  the  funda  and  it  was  postponed  until  1992.) 

3.   CHAHGBS  FROM  ORIGIWAL  1993  BODGBT  ESTIMATBS 

The  1993  Budget  requested  an  appropriation  of  $35.2  million.   Congress  enacted 
$25  million.   The  amount  available  after  transfers  to  the  Rational  Coomission  on  Manufactured 
Housing  and  the  National  Conraission  on  Severely  Distressed  Public  Housing  is  $23.3  million.   The 
decreases  in  the  obligation  and  outlay  estimates  are  directly  related  to  the  lower  ^>propriation, 
offset  by  $2  million  of  unobligated  funds  carried  over  from  1992. 

The  current  distribution  of  the  1993  Appropriation  among  the  different  research 
categories,  which  is  shown  below  in  this  justification,  differs  froa  the  1993  Budget  because  of 
several  factors.   Category  II  B,  Safety  and  Standards,  provide  funda  for  the  National  Association 
of  Home  Builders  Research  Center  and  for  lead-based  paint  abatement  research  and  studies,  as 
mandated  in  the  1993  Appropriation  Act.   Category  II  G,  Research  Support,  has  been  increased  to 
provide  funds  for  a  study  by  the  National  Academy  of  Public  Administration  on  HUD  staffing  and 
human  resources  management  and  requirenents,  as  mandated  by  the  1993  Appropriations  Act. 
Category  II  C,  Housing  Markets,  continues  to  include  high  priority  research,  such  as  the  American 
Housing  Survey  (AHS)  euid  work  on  housing  and  financial  markets.   All  other  categories  have  been 
reduced  as  a  result  of  the  reduced  appropriation  and  to  provide  funds  for  the  mandated  projects. 

The  distribution  of  the  of  the  1993  obligation  estimates  is  consistent  with  the 
Operating  Plan  submitted  to  the  Appropriations  Comnittees  in  December  1992. 

BXPLANATION  OF  INCREASES  AND  DECRKASES 

Increases  in  the  1994  estijnates  directly  result  from  the  increased  appropriation  request  of 
$35  million  which  is  necessary  to  meet  the  anticipated  research  and  program  evaluation  and 
Bionitoring  needs  of  the  Department.   A  decrease  in  Category  II  G,  Research  Support,  occurs 
because  the  1993  estimate  includes  activities  that  were  directed  by  the  1993  Appropriations  Act, 
but  for  which  no  additional  funding  is  proposed  In  1994. 

PROGRAM  DESCRIPTION  AMD  ACTIVITY 

1.  Legislative  Authority.   Title  V  of  the  Housing  and  Urban  Development  Act  of  1970,  as 
amended,  authorizes  and  directs  the  Secretary  to  undertake  programs  of  research,  studies,  testing 
and  demonstrationB  relating  to  the  missions  and  programs  of  the  Department.   Work  under  this 
authority  is  a  principal  source  for  Departmental  program  and  policy  reforms.   In  order  to  assure 
effective  use  of  the  results  of  these  activities,  the  Secretary  is  authorized  to  disseminate 
significant  reports,  data,  and  information  to  departments  and  agencies  of  Federal,  State  and 
local  governments,  to  industry,  and  to  the  general  public. 

2.  Policy  Development  and  Research  Organization.   The  Assistant  Secretary  for  Policy 
Development  and  Research  (PDIR)  is  responBLble  for  the  development,  planning,  and  execution  of 
HUD  research  and  demonstration  programs;  for  assisting  in  the  formulation  of  Department  policy; 
and  for  disseminating  HUD  research  results.   In  addition,  the  PDtR  organization  has  principal 
responsibility  for  providing  program  evaluation  and  monitoring,  economic  and  policy  analysis,  and 
staff  assistance  to  the  Secretary  in  determining  national  housing  and  comaunity  development 
goals,  program  priorities,  and  objectives. 

3.  Goals  of  the  Research  Program.   Secretary  Cisneros  has  identified  the  three  most 
critical  aspects  of  HDD's  mission i   to  develop  an  urban  strategy;  to  focus  on  housing;  and  to 
eliminate  the  inefficiencies  and  inadequacies  in  HDD  programa  and  systems  that  impede  the 
Department's  efforts  to  meet  its  objectives. 

The  primary  goal  of  the  research  program  is  to  increase  the  effectiveness  of  HDD's 
programs  by  providing  information  on  which  to  base  future  policy  decisions.   The  research  program 
forms  the  analytical  foundation  for  change  and  reform  within  the  Department. 

It  also  provides  an  essential  element  of  the  Department's  efforts  to  eliminate  fraud, 
abuse,  and  mismanagement.   The  1994  program  will  focus  HOD'S  research  agenda  on  HDD's  policy 
goals  and  provide  vital  information  on  HDD's  ability  to  achieve  these  goals. 
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Obligations  in  the  Department's  research  program,  by  major  program  areas,  are  shown  in 
the  table  below.   Some  activities  overlap  into  more  than  one  area. 


ACTUAL 
1992 


BUDGET 

ESTIMATE 

1993 


CURRENT 

ESTIMATE 

1993 


ESTIMATE 
1994 


INCREASE  + 

DECREASE  - 

1994  vs  1993 


(Dollars  in  Thousands) 


1.   Program  Evaluation 

and  Monitoring $4,950     $12,000       $4,330      $8,550     +$4,220 

II.   Research  and  Technology! 

A.  Housing  Programs 904  3,200  870  2,500        +1,630 

B.  Safety  and  Standards . .  2,041  1,500  1,500  1,500 

C.  Housing  Markets 15,933  16,500  16,700  20,000        +3,300 

D.  Pair  Housing 193  500  400  750          +350 

B/P.   Local  Government 

Management,  Community 
Urban  Development...        61        250  200       +500  +300 

G.   Research  Support 757       1.300        2.134       1.300  -834 

Total 24,839      35,250       26,134  a/   35,100       +8,966 

a/   Excludes  $1,750  thousand  of  1992/1993  appropriated  funds  which  are  designated  for 
~   transfers — $1,000  thousand  to  the  National  Commission  on  Manufactured  Housing  (1993 

Appropriations  Act)  and  $500  thousand  to  the  National  Commission  on  Manufactured  Housing 
(1992  Supplemental  Appropriations  Act)  and  $250  thousand  to  the  National  Commission  on 
Severely  Distressed  Public  Housing  (1992  Appropriations  Act). 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE  DECREASE  - 

1992       1993        1993       1994  1994  vs  1993 
(Dollars  in  Thousands) 


Program  Evaluation 
and  Monitoring $4,950 


$12,000 


$4,330 


$8,550 


+$4,220 


Starting  in  fiscal  year  1991,  PDtR  inaugurated  a  multiyear  initiative  to  strengthen  its 
program  monitoring  and  program  evaluation  functions  as  part  of  the  Department's  overall  effort  to 
liq>rove  program  efficiency  and  effectiveness.  As  part  of  that  effort,  divisions  within  PDiR  were 
created  to  highlight  and  carry  out  program  monitoring  and  evaluation  activities  and  to  wor)i  with 
the  other  Offices  of  HUD  to  conduct  a  coordinated  and  comprehensive  program  of  program  monitoring 
and  evaluation.   These  initiatives  continue  to  guide  the  direction  of  PDtR  into  fiscal  year  1994. 

The  program  evaluation  and  monitoring  initiative  has  five  major  objectives! 

—  to  augment  and  improve  existing  management  information  systems  for  monitoring  and 
evaluation  purposes  by  examining  those  data  systems  for  quality,  information 
coverage,  and  policy  relevance; 

—  to  monitor  existing  programs  more  effectively  by  ascertaining  whether  they  are 
reaching  the  intended  target  populations,  whether  the  programs  are  being  delivered 
in  an  efficient  manner,  and  whether  the  program  costs  are  in  balance  with  program 
benefits; 

—  to  build  into  new  programs,  monitoring  and  evaluation  criteria  and  their  reporting 
systems,  before  programs  are  implemented; 

—  to  implement  an  agenda  for  the  timely  and  periodic  evaluation  of  all  programs  to 
ascertain  their  impact,  efficiency,  and  effectiveness;  and, 

—  to  bring  about  demonstrated  improvements  in  the  design,  implementation,  and 
management  of  HUD  programs. 

Program  Monitoring  Projects.   The  multiyear  agenda  for  program  monitoring  consists  of 
analyzing  the  adequacy  of  existing  and  proposed  program  information  systems  to  provide  timely  and 
relevant  information;  implementing  improvements  to  existing  systems  or  the  creation  of  systems  to 
support  new  programs;  and,  the  formulation  and  reporting  of  a  series  of  program  performance 
indicators  in  support  of  program  management  and  program  development. 
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Although  the  Identification  of  program  Information  weakness  and  the  Implementation  of 
Improvements  will  continue,  there  will  be  greater  emphasis  In  1994  In  the  design  of  program 
Indicators  and  the  use  of  those  Indicators  to  Identify  how  succeBsfully  various  programs  are 
functioning. 

Program  Evaluation  Projects.   The  multlyear  agenda  for  program  evaluation  consists  of 
evaluating  existing  HUD  programs  to  determine  whether  these  programs  are  reaching  their  intended 
beneficiaries  and  providing  the  Intended  results,  whether  program  costs  are  reasonable,  and 
whether  programs  are  having  any  unintended  effects.   Programs  superseded  by  HOME  (e.g.,  Nehemiah) 
will  also  be  evaluated  to  learn  from  the  successes  and  failures  of  terminated  programs.   Many  of 
the  programs  continue  to  provide  models  for  new  programs  or  for  the  use  of  funds  by  States, 
localities,  and  non-profits  under  flexible  programs  such  as  HOME. 

Evaluations  of  the  following  programs  or  program  areas  will  be  undertaken  or  continued 
in  1994:   the  CDBG  and  Supportive  Housing  'stimulus'  initiatives,  the  Preforeclosure  Sales 
Demonstration,  the  Public  Housing  Management  Assessment  Program,  tl^e  PHA  Single  Room  Occupancy 
Housing  program,  the  existing  HUD  cooperative  housing  programs  (such  as  Section  8  limited  equity 
cooperatives),  the  Title  VIII  Pair  Housing  Enforcement,  the  Section  8  Hoderate  Rehabilitation 
program,  the  Section  108  Loan  Guarantee  program,  the  Inpact  of  Section  8  and  public  housing 
programs  on  desegregation,  the  FHA-Insured  multlfamlly  housing  stock,  homeownership  vouchers,  the 
State  CDBG  programs,  the  effectiveness  of  lead-paint  abatement,  and  the  Moving  to  Opportunity 
Demonstration . 

In  addition,  the  following  evaluations,  begun  in  1992  or  planned  to  begin  in  1993,  will 
be  continued  or  completed i   the  three  HOPE  Grant  programs.  Shelter  Plus  Care,  HOPE  for  Elderly 
Independence  (including  the  Congressionally  mandated  cooparlson  with  the  Revised  Congregate 
Housing  Services  program),  HONE,  Indian  Housing,  CDBG,  the  Public  Housing  Modernization  Grant 
program.  Section  202  for  the  Elderly,  and  the  Section  8  Single  Room  Occupancy  for  the  Homeless 
program. 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE   ESTIMATE     DECREASE  - 

1992      1993       1993      1994  1994  vs  1993 
(Dollars  in  Thousands) 

II.   Rasearch  and  Technology 

A.  HOnSIHG  PROGRAMS $904      $3,200      $870      $2,500      +$1,630 

Research  work  in  this  area  continues  to  develop  strategies  for  increasing  the 
ability  of  Federal  housing  programs  to  provide  for  low-lncoo»  families.   Major  research  areas 
Include  the  future  of  the  multlfamlly  assisted  rental  stock,  evaluations  of  the  Department's  new 
programs  to  assist  the  homeless,  and  efforts  in  support  of  the  Department's  war  on  drugs.   The 
increase  from  1993  to  1994  is  needed  to  complete  the  PHA  waiting  lists  project,  and  to  continue 
Bultlfamlly  preservation  analyses. 

Public  Housing.  The  research  agenda  for  the  public  housing  program  will  focus  on 
HUD'S  efforts  to  improve  the  housing  conditions.   Semi-annual  symposiums  on  Public  and  Indian 
housing  issues  will  be  held  and  will  form  the  basis  for  future  research  activities  and  policy 
development. 

Iw-IncMaa  Rental  Bouslna.   The  research  agenda  for  low-incooe  rental  housing  will 
focus  on  HUD'S  efforts  to  promote  af fordablllty  and  to  provide  economic  opportunities  to 
low- income  families.   The  Multlfamlly  Preservation  data  base,  which  will  be  completed  in  1992, 
will  be  used  to  conduct  additional  analyses  and  evaluations  of  preservation  incentives.   In 
addition.  State  models  of  Multlfamlly  Preservation  will  be  studied.   An  analysis  of  the  effect  of 
PBA  waiting  lists  on  targeting  housing  assistance  and  Increasing  housing  opportunities  will  ba 
continued. 

Homeless  Assistance.   Research  into  basic  issues  on  homelessness  will  bo  conducted. 
Hork  will  continue  to  examine  what  types  of  housing  andels  work  most  affectively  to  serve 
different  catagorlas  of  homeless  people. 

Special  Users.  A  study  to  identify  modal*  of  affective  accassibla  design  using  tba 
■UD  Accessibility  Guidelinas  will  be  undertaken. 

BUDGET    CORRSHT  DKBEASB  + 

ACTOAL    BSTIMATB    BSTIMATK  ISTINAXB    DBCBKASB  - 

1992      1993       1993  1994  1994  vs  l»»I 

( Dollars  in  Thousands ) 

B.  SAWITt  AW>  STJmMMOS  $2,041    $1.S00      $1,S00      $1.S00 

The  principal  goal  of  this  rasaareh  is  to  aid  in  providing  safa  and  sound  housing 
at  on  affordable  cost.  Rasearch  on  building  technology,  anvlronmental  hasarda,  monufactorad 
housing,  and  siapllfication  of  building  regulations  era  all  covered  under  this  category.  Aa 
directed  by  tba  1993  Appropriations  Act,  $1  million  is  available  for  the  National  Aaaoeiatlon  o( 
Hums  Builders  Research  Canter  and  $S00  thousand  tor  lead-basad  paint  abatement  reoaarch  and 
studiaa. 
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Residential  Safety  and  Technology.   In  responee  to  Congressional  requirements  in 
the  1988  McKlnney  Amendments  Act  and  the  1990  National  Affordable  Housing  Act,  the  budget  for 
technology  research  emphasizes  work  on  the  environmental  hazards  of  lead-based  paint  and  radon 
and  on  energy.   The  multifamily  radon  testing  project  will  continue  in  1994.   In  addition,  work 
will  continue  on  manufactured  housing  research. 

Research  support  will  be  provided  to  develop  model  State  zoning  codes,  model 
subdivision  ordinances  and  model  inqjact  fee  laws  for  use  by  State  and  local  governments.   In 
addition,  in  response  to  Section  1207  of  the  BCD  Act  of  1992,  continued  research  on  local 
government  barriers  and  strategies  to  eliminate  the  barriers  will  proceed. 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE      DECREASE  - 

1992        1993   /       1993        1994  1994  vs  1993 
(Dollars  in   Thousands ) 

C.   HOUSING  MARKETS    $15,933     $16,500     $16,700      $20,000      +$3,300 

Housing  and  financial  market  data  are  essential  for  the  formulation  of  housing  and 
community  development  policy.   As  rapid  changes  in  the  housing  and  housing  finance  markets 
continue  to  occur,  it  is  essential  for  policymakers  to  keep  abreast  of  these  changes  and  to 
understand  their  potential  and  actual  iiipacts  on  homebuilding,  the  af fordability  and  availability 
of  both  owner-occupied  and  rental  housing,  and  on  FHA  and  GNMA  activity  and  soundness.   The 
increase  from  1993  to  1994  is  due  to  increased  costs  of  surveys.   Specifically  in  the  case  of  the 
American  Housing  Survey,  cost  increases  arise  due  to  the  increased  sample  and  the  addition  of 
three  metropolitan  areas. 

Surveys  of  Housing.   To  meet  the  need  for  reliable  and  up-to-date  information,  PD(R 
developed  and  now  maintains  several  major  data  series  on  national,  regional,  and  local  economic 
and  housing  market  conditions.   These  series  include  the  American  Housing  Survey,  the  Survey  of 
Market  Absorption  of  New  Multifamily  Units,  the  Survey  of  New  One-Family  Houses  Sold  and  for 
Sale,  the  Survey  of  Housing  Completions,  the  Survey  of  Mobile  Home  Placements,  the  Residential 
Finance  and  Components  of  Inventory  Change  Surveys,  and  surveys  of  mortgage  lending  activities. 
Most  of  these  data  series  are  collected  by  the  Bureau  of  the  Census  and  issued  jointly  by  the 
Bureau  of  the  Census  and  HUD  in  monthly,  quarterly,  or  annual  housing  and  construction  reports. 

Housing  and  Financial  Markets.   A  study  of  the  dynamics  of  housing  markets,  which 
will  provide  Inqsroved  understanding  of  the  Inpacts  of  Federal  housing  programs,  other  welfare 
programs,  and  tax  policy  on  housing  market  conditions  and  on  public  welfare,  will  be  continued. 
An  exploratory  study  of  the  condition  of  America's  housing  in  urban  and  rural  areas  will  also  be 
continued.   This  work  would  be  designed  to  supplement  the  American  Housing  Survey  with  other 
sources  of  data  on  housing  conditions. 

Several  areas  will  be  covered  by  housing  finance  research.   One  priority  will  be 
determining  causes  of  FHA  defaults.   Analysis  of  recent  default  experience  in  both  FHA's  single 
and  multifamily  programs  will  increase  HUD's  ability  to  accurately  project  defaults  and  identify 
problem  loans  and  projects  at  an  early  stage.   Supporting  our  default  work  will  be  a 
comprehensive  analysis  of  the  sources  of  variation  in  house  prices.   Another  priority  will  be 
continuing  the  study  of  secondary  mortgage  market  institutions  and  new  mortgage-backed 
securities. 

A  particular  focus  in  1994  will  be  to  develop  an  automated  FHA  appraisal  system. 
In  addition,  support  will  be  provided  to  the  Secretary  for  certain  Government  Sponsored 
Enterprises  (GSEs)  activities,  includingi   (1)  consideration  of  new  program  requests; 
(2)  administration  of  low-  and  moderate- income  housing  requirements;  (3)  administration  of  fair 
housing  requirements;  and  (4)  writing  annual  reports  to  Congress. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in   Thousands) 

D.   FAIR  HOUSING        $193        $500  $400        $750  +$350 

The  Department's  research  agenda  in  the  area  of  fair  housing  will  examine  the 
housing  search  activities  and  choices  of  low-income  families  and  the  impact  of  these  on  patterns 
of  segregation  and  desegregation.   The  study  of  waiting  lists  described  under  Housing  Programs 
Research  will  include  an  examination  of  the  use  of  merged  waiting  lists  for  public  housing  and 
Section  8  in  order  to  provide  information  on  whether  merged  waiting  lists  provide  substantial 
fair  housing  benefits.   A  study  of  whether  rental  assistance  recipients  are  discriminated 
against,  compared  to  other  low-income  families,  will  be  undertaken.   A  study  of  portability  of 
rental  assistance  will  be  conducted.   Research  projects  identified  as  part  of  the  credit 
discrimination  agenda  will  continue  in  fiscal  year  1994.   The  increase  in  1994,  as  con^ared  to 
1993,  is  needed  to  fund  the  voucher/certificate  holders  study  mentioned  above. 
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Research  and  Technology 


BUDGET   CURRENT  INCREASE  + 

ACTUAL  ESTIMATE  ESTIMATE  ESTIMATE   DECREASE  - 

1992     1993 1993 1994    1994  V6  1993 

(Dollars  in   Thousands) 


E/F. 


LOCAL  GOVERNMENT  MANAGEMENT, 
COMMUNITY  AND  URBAN  DEVELOPMENT 


$61 


$2S0 


$200 


$500 


f$300 


This  research  agenda  will  examine  and  evaluate  the  Department's  efforts  to  create 
jobs  and  economic  opportunities  and  improve  urban  economies  through  economic  development  and 
revitalization  activities.   Another  focus  of  this  agenda  is  examination  of  how  programs  designed 
to  eliminate  poverty  can  be  made  to  work  effectively  in  combination  with  each  other  to  address 
persistent  poverty.   In  addition,  a  study  of  local  implementation  of  the  CHAS  will  be  continued 
in  order  to  determine  how  the  CHAS  can  be  improved  to  provide  a  better  linkage  between  local 
housing  needs  and  usage  of  scarce  subsidy  resources. 

AssessmentB  of  joint  activities  undertaken  with  other  agencies,  such  as  HHS  and 
DOL,  under  HUD's  new  Memoranda  of  Understanding  with  these  agencies,  will  be  conducted,  as  well 
as  work  to  identify  barriers  to  better  link  the  poverty  programs  of  these  agencies.   The  increase 
in  1994,  as  compared  to  1993,  is  needed  to  complete  work  initiated  in  1993. 


G.   RESEARCH  SUPPORT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 


S757 


$1,300 


$2,134 


$1,300 


-$834 


These  activities  include  functions  that  support  more  than  one  research  program,  and 
also  disseminating  and  transferring  research  results.   As  directed  in  the  1993  Appropriations 
Act,  $1  million  is  available  for  the  National  Academy  of  Public  Administration  for  a  Study  on  HUD 
staffing  and  human  resources  management  and  requirements. 

Program  Planning  and  Management.   Activities  which  provide  administrative  support 
to  PD&R  are  covered  under  this  category, including  the  conduct  of  short-term,  high  priority, 
policy  analyses  and  research.   This  category  also  provides  funds  for  research  management  and 
analysis  by  PD&R  staff. 

Transferring  Research  Results.   PDSR  is  responsible  for  the  dissemination  of  the 
results  of  research  studies  to  government  officials  and  the  general  public.   Documents  such  as 
manuals  and  management  guides  are  developed  for  local  governments  and  organizations.   Workshops 
and  seminars  also  are  conducted  for  practitioners  and  key  decision-makers.   Another  means  for 
dissemination  of  research  results  is  HUD-USER,  a  depository  of  all  HUD  research  studies  and 
documents.   The  HUD-USER  system  is  used  to  process  all  requests  from  the  public  for  such 
documents.   A  user  fee  is  charged  for  each  document  to  defray  production  and  handling  costs. 

Advisory  and  Assistance  Services.   Advisory  and  assistance  services  are  included 
within  the  activities  and  funding  reported  under  the  seven  research  categories.   As  defined  in 
OHB  Circular  A-120,  these  services  include  individual  experts  and  consultants;  studies,  analyses, 
and  evaluations;  and  management  and  professional  support  services.   Estimates  of  advisory  and 
assistance  services  are  designed  to  provide  PDSR  with  sufficient  flexibility  to  respond  to 
specific,  short-term  Departmental  requests  for  policy  relevant  information  where  those  requests 
cannot  be  predicted  accurately  in  advance  as  to  the  type  of  research  methodology  required.   In 
1992,  $6.7  million  of  HUD's  Research  and  Technology  appropriation  was  obligated  for  advisory  and 
assistance  services.   The  estimate  for  1993  is  $9  million  and  the  1994  estimate  is  $17  million. 
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DBPARTNBHT  OF  HOUSING  AND  URBAN  OEVELOPHBNT 

SALARIES  AND  BXPENSBS,  HOOSIHG  AND  URBAN  DEVBLOPMBNT 

The  consolidated  dlBcueslon  for  the  appropriation  'Salaries  and  Expenses,  HUD*  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  cooqiarable  basis  for  the  3  fiscal  years — 1992, 
1993  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  5 1  POLICY  DEVELOPMENT  AND  RESEARCH 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VE  1993 

Total  Budget  Activity 

Pull-Tlae  Permanent  Appointments, 
End  of  Year 

Pull-Tioe  Equivalent 
■mploynent 


$12,941     $14,613    $12,978    $14,050     +$1,072 
118        131       120       118  -2 

128        133       124       121  -3 


■OTBt  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 


STAFFING  SUMMARY 


1.   SCOPE  OF  ACTIVITY 


Personnel  of  the  Office  of  Policy  Development  and  Research  (PDtR)  are  responsible  for 
the  management  of  research  conducted  under  contracts,  cooperative  agreements  and  grants,  as  well 
as  in-house  research,  economic  analyses,  tax  policy  analysis  and  research,  program  evaluation  and 
monitoring,  and  policy  development.  A  continuing  goal  of  the  Office  is  improving  in-house 
capabilities  to  perform  quick-response  analyses  and  evaluations. 

Staff  carrying  out  the  program  monitoring  function  will  be  involved  in  helping  to 
Improve  HUD  data  systems  to  ensure  their  usefulness  for  management  and  evaluation  purposes.   This 
staff  will  also  conduct  surveys  of  information  useful  to  program  Assistant  Secretaries  or 
otherwise  needed  for  program  evaluations.  An  annual  sunmory  of  key  HUD  program  data  will  be 
prepared  and  made  available  for  internal  and  external  use.   Staff  will  also  provide  evaluations 
of  HUD  programs  on  specific  clients,  on  coomunitias  in  general,  and  continue  the  performance  of 
short-term  analytical  studies  in  problem  areas.   The  agenda  of  evaluation  and  monitoring  of  the 
DepartoMnt's  programs  continues  in  1994. 

The  Housing  and  Coomunity  Act  of  1992  includes  significant  reforms  of  HUD's  oversight 
functions  for  IMNA  and  FHLMC.   Title  XIII,  the  Federal  Housing  Enterprises  Financial  Safety  and 
Soundness  Act  of  1992,  created  a  separate  arms-length  Office  within  HUD,  called  the  Office  of 
Federal  Housing  Enterprise  Oversight  (OFHBO),  responsible  for  safety  and  soundness  regulation. 
The  Act  also  increased  the  Secretary's  responsibilities  for  program  regulation,  including  new 
program  approval;  fair  housing  regulation;  establishment,  monitoring  and  enforcement  of  housing 
goals;  writing  of  regulations  and  writing  of  annual  reports  to  Congress,  including  detailed 
housing  reports.   Responsibility  for  management  of  these  activities  has  been  assigned  to  the 
Financial  Institutions  Regulation  Staff  (FIRS)  within  the  Office  of  Policy  Development  and 
Research  (PD(R).   The  regulation  of  fair  housing  requireawnts  and  requiren»nts  for  low-and 
sodar ate- income  housing,  special  affordable  housing  and  housing  for  underserved  areas  require  the 
writing  of  regulations,  monitoring  and  enforcement.   Monitoring  and  enforcement  will  involve 
establishing  guidelines  to  measure  cociq>liance,  requiring  and  approving  housing  plans,  enforcea«nt 
of  housing  plans  and  writing  reports  to  Congress.   These  activities  will  require  the  services  of 
economists,  program  analysts  and  lawyers. 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budeget  Activity  5:   Policy  Development  and  Research 


WORKLOAD 


The  workload  of  PDiR  focuses  on  ways  to  improve  the  efficiency,  effectiveness,  and 
equity  of  HUD  programs.   This  entails  developing  policy  recommendations  for  the  Secretary, 
performing  policy  and  economic  analyses,  directing  research  and  demonstration  activities,  and 
evaluating  and  monitoring  new  and  existing  programs  for  the  Department.   The  workload  also 
includes  supporting  the  Secretary  in  carrying  out  his  responsibilities  for  FNHA  and  FHLHC 
regulation  and  preparing  the  annual  reports  to  Congress.   In  carrying  out  its  responsibilities, 
PDiR  conducts  analyses  using  either  contract  or  in-house  staff  resources,  depending  on  the  issue 
and  the  nature  of  the  work.   PDiR  also  works  with  other  HUU  staff.  State  and  local  governments, 
academicians,  representatives  of  various  interest  groups,  and  other  interested  parties,  to  assure 
that  all  accessible  knowledge  is  brought  to  bear  on  issues  of  concern  to  the  Department. 

3.   SUMMARY  OF  STAFFIHG  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  provides  a  summary  of  the  distribution  of  full-time  permanent  staff  by 
grade  level  for  1992,  1993  and  1994.   All  staff  are  in  Headquarters. 


GRADE 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


Executive  Level  IV. . . 

ES-5 

ES-4 

ES-3 

BS-1 

GS/GM-15 

GS/GN-14 

GS-13  and  Below 

Full-Time  Permanent 

Appointments 

Full-Time  Equivalent 

Employment 


1 
1 
3 

'*3 
25 
29 

56 

118 
128 


1 
1 
3 
3 

26 
34 
52 

120 


1 
1 
3 

3 

26 
34 

49 

117 

121 


EXPLANATION  OF  STAFFING  REOUIREHEWTS 

The  following  table  Indicates  the  distribution  of  full-tine  equivalent  employment  for  the 
organizations  within  Policy  Development  and  Research. 


Immediate  Office  of 

the  Assistant 

Secretary 

Policy  Development 

Economic  Affairs 

Research  and  Evaluation 
Research,  Evaluation 

and  Monitoring 

FIRS  

Total  Full-Time 
Equivalent  Employment 


128 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

VS  1993 

19 

20 

18 

17 

-1 

39 

41 

37 

36 

-1 

33 

35 

32 

31 

-1 

32 

32 

•  ■  • 

32 

•  ■  • 

32 

. . . 

5 

5 

5 

5 

■ .  * 

133 


124 


121 


-3 
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Salaries  and  Bzpens«a,  Housing  and  Urban  DevelopsMnt 
Budegat  Activity  Si   Policy  Developmant  and  Research 


COWTRACTS 

The  following  table  identities  the  specific  contracts  unique  to  this  activity  and  ii 
followed  by  a  brief  description  of  the  1994  estimate. 

BUDGET     CORRBin  IBCBEASB  + 

BSTIMATE    ESTIMATE    BSTIHATB    BSTIHAIR    DECREASE  - 
1992       1993       1993       1994      1994  VS  1993 

Data  and  Statistical 

Services $7SS  $4S0  $S07  $507 

Technical  Services...  ^^^  _95  _S0  130         +80 

Total 755  545  557  637         +80 


Data  and  Statistical  Services 

The  agreement  provides  the  Department  with  current  data  on  the  housing  inventory  and 
vacancies  in  selected  housing  market  areas  (both  metropolitan  and  non-metropolitan  cities)  where 
HUD  housing  and  connunity  developoient  programs  are  utilized,  and  special  data  from  the  1990 
decennial  census. 

Technical  Services 

A  major  international  activity  is  to  identify  relevant  foreign  studies  and  reports  in  the 
area  of  housing  and  urban  developotent  for  study,  and  to  translate  them  for  HDD  program  officials 
and  technical  experts.   Translation  of  the  variety  of  foreign  documents  received  cannot  be 
completed  in-house  and  is,  therefore,  accomplished  through  contractual  assistance.   In  addition, 
various  bilateral  and  multilateral  obligations  frequently  require  the  translating  of  formal 
documents,  technical  papers,  work  programs,  agendas,  and  study  tour  itineraries.   An  increase  of 
$80  thousand  in  contractual  assistance  is  necessary  due  to  an  anticipated  increase  in  workload  in 
both  the  areas  of  translating  and  interpreting  services  for  1994. 
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DEPARTHENT  OP  HOUSIHQ  AND  URBAN  OBVSLOPMSHT 
FAIR  ROUSING  AND  EQUAL  OPPORTUNITY 
FAIR  HOUSING  ASSISTANCE  PROGRAM 
PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  VB  1993 

50 

65 

+15 

$6,613 

$6,865 

+$252 

4,400 

4,519 

+  119 

3,314 

4,790 

+1,476 

(Dollars  In  Thousands) 

Program  Level i 

ABsistance  to  State  and  Local 
Agencies 

Number  of  Awards 19       125        NA 

Obligations $964     $4,750        HA 

Appropriation  (Budget  Authority) i 

Enacted  or  Proposed 5,000      4,750     $4,440 

Budget  Outlays 6,964      6,000        NA 

SUMMARy  OF  BUDGET  ESTIMATES 

1.   SUMMARY  OF  BUDGET  REQUEST 

The  1994  Budget  requests  $4.5  million  for  the  Fair  Bousing  Assistance  Program  (FHAF). 
The  appropriation  will  be  used  to  assist  substantially  equivalent  agencies  in  case  processing, 
training,  and  capacity  building  activities.   A  substantially  equivalent  agency  is  a  State  or 
local  agency  administering  fair  housing  laws  and  ordinances  that  are  substantially  equivalent  to 
the  Fair  Housing  Act.   The  FHAP  complements  the  Department's  enforcement  activities  by  providing 
financial  assistance  to  these  agencies  pursuant  to  the  Fair  Housing  Act  (Title  VIII  of  the  Civil 
Rights  Act  of  1968  as  amended  by  the  Fair  Housing  Amendments  Act  of  1988). 

The  $4.5  million  requested  for  1994  will  support  the  activities  of  approximately 
65  certified  fair  housing  enforcement  agencies.   The  number  of  agencies  actually  qualified  for 
assistance  in  1993  and  1994  will  depend  upon  agencies  achieving  ■substantial  equivalency'  status 
which  is  necessary  to  participate  in  the  program.   Those  agencies  qualifying  for  assistance  will 
process  discriminatory  housing  complaints  based  on  race,  color,  religion,  sex,  familial  status, 
handicap  and  national  origin,  and  enforce  their  fair  housing  laws  through  conciliation  and 
administrative  enforcement  or  judicial  proceedings. 

The  Budget  also  proposes  a  1994  appropriation  of  $16.9  million  for  the  Fair  Housing 
Initiatives  Program  (FHIP)  which  is  described  in  a  separate  Justification.   The  total  funding 
requested  for  both  programs  in  1994  is  $21.4  million.   Together,  these  two  programs  form  a 
national  comprehensive  fair  housing  strategy  against  housing  dlscriffllnation  based  upon  greater 
cooperation  bettraen  the  public  and  the  private  sectors. 

2.   CHANGES  FROM  THE  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

To  be  eligible  for  reimbursement,  an  agency  must  be  certified  by  the  Department  as 
having  enacted  a  fair  housing  statute  (as  well  as  being  determined  to  have  the  necessary 
administrative  capacity)  deemed  to  be  'substantially  equivalent*  to  Title  VIII  of  the  Civil 
Rights  Act  of  1968,  as  amended  by  the  Fair  Housing  Amendments  Act  of  1988.   In  September  1992, 
a  significant  number  of  agencies,  previously  funded  under  FHAP,  lost  their  substantial 
equivalency  status  due  to  failure  to  enact  expanded  legislation  based  on  the  new  requirements  of 
the  Fair  Housing  Amendments  Act  of  1988.   Consequently,  actual  obligations  for  State  and  local 
agencies  In  1992  were  $964  thousand  as  cos^>ared  to  the  1992  estimate  of  $5.6  million. 

Actual  outlays  were  $6.96  million  in  1992,  which  was  approximately  the  sama  am   the 
•atlaata . 
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Fair  Housing  Assistance  Proqran 

3.   CHMIGBS  PROM  1993  BODGET  ESTIMATES 

The  estimated  obligations  for  1993  are  revised  to  Include  a  carryover  balance  from 
1992  of  $4.6  million  and  $2  million  projected  obligations  from  the  1993  appropriation.   The 
current  outlay  estimate  Is  decreased  to  reflect  the  timing  of  the  obligation  of  1992  and  1993 
funds. 

EXPLAMATIOH  OP  INCREASES  AND  DECREASES 

The  1994  appropriation  request  of  $4.5  million  represents  an  Increase  of  $119  thousand  above 
the  1993  appropriation  of  $4.4  million.  The  increase  of  $119  thousand  reflects  an  adjustment  for 
inflation.  Because  a  higher  obligated  balance  was  available  for  disbursement  at  the  beginning  of 
1994,  estimated  outlays  increase  by  $1.5  million.  The  number  of  participating  agencies  increases 
from  50  to  65  as  substantial  equivalency  is  granted  and  additional  interim  agreements  are  made. 

PROGRAM  DESCRIPTION  AND  ACTIVITy 

The  Pair  Housing  Assistance  Program  provides  financial  assistance  to  supplement  the 
enforcement  activities  of  State  and  local  agencies  which  are  carried  out  under  the  Fair  Housing 
Act.   These  activities  Include  complaint  investigations,  conciliations,  administrative 
enforcement/judicial  proceedings,  education,  outreach,  training,  technical  assistance,  and  other 
support  activities  designed  to  eliminate  housing  discrimination.   The  eligible  recipients  are 
defined  as  State  and  local  agencies  that  are  certified  as  substantially  equivalent,  or  agencies 
operating  under  an  interim  agreement. 

The  availability  of  this  Federal  financial  assistance  has  encouraged  State  and  local 
agencies  to  develop  equivalent  fair  housing  laws  and  ordinances  and  accept  referral  of  complaints 
from  the  Department. 

1.  Legislative  Authority.   The  Fair  Housing  Act  prohibits  discrimination  ini   (a)  the  sale 
or  rental  of  housing;  (b)  real  estate-related  transactions;  and  (c)  the  provision  of  brokerage 
services.   Section  B10(f )  of  the  Fair  Housing  Act  provides  that  whenever  a  complaint  alleges  a 
discriminatory  housing  practice  within  the  jurisdiction  of  the  State  or  local  agency  that  has 
been  certified  as  providing  rights,  remedies,  procedures,  and  the  availability  of  judicial  review 
which  are  substantially  equivalent  to  those  in  the  Fair  Housing  Act,  the  Secretary  shall  refer 
such  complaints  to  the  agency.   Section  817  of  the  Pair  Housing  Act  provides  that  the  Secretary 
may  assist  State  or  local  agencies  in  administering  a  fair  housing  law  by  providing  them  with 
financial  assistance. 

2.  Program  Background.   Since  1980,  the  Department  has  provided  financial  assistance  under 
the  PHAP  to  State  and  local  agencies  administering  fair  housing  laws  and  ordinances.   When  the 
Fair  Bousing  Amendments  Act  was  enacted  in  September  1988,  all  State  and  local  agencies  were 
required  to  amend  their  respective  laws  and  ordinances  to  obtain  substantial  equivalency 
certification  with  the  new  Federal  law.   The  extended  time  period  for  obtaining  equivalency  was 
September  13,  1992.   In  1993,  the  Department  estimates  50  State  and  local  agencies  will  be 
certified  as  substantially  equivalent  and  that  an  additional  15  will  submit  requests  for 
certification  during  1994. 

Section  817  of  the  Fair  Housing  Act  requires  that  the  Department  cooperate  with  and 
render  technical  assistance  to  State  and  local  agencies  formulating  or  carrying  on  programs  to 
prevent  or  eliminate  discriminatory  housing  practices.   The  Fair  Housing  Assistance  Program  and 
the  substantial  equivalency  certification  process  both  serve  to  further  fair  housing  by  providing 
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financial  Incentives  and  by  encouraging  State  and  local  governments  to  enact  and  enforce 
legislation  designed  to  ensure  fair  housing.   Through  training.  Issuance  of  written  guidelines, 
participation  at  meetings,  and  review  of  proposed  legislation,  the  Department  provides  extensive 
assistance  to  help  State  and  local  fair  housing  agencies  obtain  certification  with  the  Fair 
Housing  Act.   The  Department  also  provides  individually  tailored  technical  assistance  to  any 
State  or  local  government  requesting  such  assistance. 

IMPLEMENTATION  OF  THE  PROGRAM 

The  Fair  Housing  Assistance  Program  regulation  (Part  111)  requires:   (a)  that  the  fair 
housing  law  administered  by  the  agency  be  substantially  equivalent;  (b)  that  a  written  agreement 
be  executed;  (c)  that  the  agency  demonstrate  acceptable  case  processing  procedures;  (d)  that  the 
agency  not  unilaterally  reduce  the  level  of  financial  resources  currently  committed  to  complaint 
processing;  and  (e)  that  the  agency  participate  In  HUD-sponsored  or  HOD-approved  training.   FHAP 
funds  are  divided  Into  two  categories:   capacity  building  and  contributions.   Agencies  receive 
capacity  building  funds  In  their  first  and  second  year  of  participation  In  the  program.   The 
agencies  become  contributions  agencies  after  the  second  year  of  participation  In  the  FHAP  which 
makes  them  also  eligible  to  receive  case  processing  and  administrative  costs  assistance. 

Financial  assistance  to  State  and  local  agencies  is  contingent  upon  continued  substantial 
equivalency.   Substantial  equivalency  Involves  an  affirmative  conclusion  on  two  separate  Issues: 
whether  the  State  or  local  law  provides  rights,  remedies,  procedures,  and  availability  of 
judicial  review  that  are  substantially  equivalent  to  those  found  in  the  Fair  Housing  Act;  and, 
whether  the  agency  has  the  administrative  capability  to  carry  out  the  provisions  of  Its  fair 
housing  law. 

All  certified  agencies  will  process  complaints  based  on  race,  color,  religion,  sex, 
national  origin,  familial  status,  and  handicap.   This  effort  will  require  such  agencies  to 
commence  and  maintain  the  processing  of  each  complaint  through  administrative  and/or  civil 
proceedings  and  to  use  the  services  of  other  private  groups  such  as  contractors  to  test  for 
discrimination  or  provide  investigation  assistance. 

The  $4.5  million  funding  level  for  agencies  participating  In  the  FHAP  for  1994  will  be 
allocated  under  the  following  formula: 

Case  Processing  -  $4  million.   It  is  estimated  that  In  1994  the  Department  will  receive 
about  10,500  complaints.   Of  that  number,  "contributions*  agencies  are  expected  to  process 
approximately  3,077  cases.   For  each  case  acceptably  processed,  the  agency  will  be  paid  $1,300. 
This  amount  is  for  costs  Incurred  by  these  agencies  to  process  conqplaints  from  receipt  through 
the  administrative  and/or  civil  proceedings. 

To  the  extent  complaints  are  not  referred,  they  would  be  processed  directly  by  the 
Department.   At  the  beginning  of  1993,  25  State  and  local  agencies  had  been  certified  as 
substantially  equivalent.   The  number  of  agencies  is  expected  to  increase  to  50  by  the  end  of 
1993.   The  Department  continues  to  work  with  the  agencies  toward  the  goal  of  recognizing  them  as 
substantially  equivalent. 

Capacity  Building  -  $360  thousand.   The  requested  funds  will  be  used  in  1994  to  enable 
capacity  building  agencies  to  develop  and  enhance  comprehensive  complaint  processing  resources, 
to  train  staff,  and  to  carry  out  education,  outreach,  and  other  activities  deemed  necessary  for 
the  efficient  and  effective  Implementation  of  the  jurisdiction's  fair  housing  law  or  ordinance. 

Training  and  Support  Services  -  $159  thousand.   All  contributions  agencies  are  eligible  to 
receive  training  funds  to  support  participation  in  HUD-sponsored  or  HUD-approved  training. 
During  1994,  agencies  will  receive  approximately  $2,000  each  for  training  for  no  less  than  four 
staff  persons.   An  estimated  $119,000  is  designated  for  this  training.   In  addition,  each  HUD 
Regional  Office  will  also  have  available  $4,000  of  FHAP  funds  to  meet  the  training  needs  of  State 
and  local  agencies. 
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PROGRAM  HIGM.IGHTS  AIID  ACCOMPLISHMBHTS 

State  and  Local  Pair  Housing  AgencieB.   A  number  of  eignificant  accompl ishmenta  have 
occurred.   Iheae  accoaplishments  Includet 

—  The  Office  of  Fair  Housing  and  Bqual  Opportunity  (FRBO)  and  the  Office  of  General 
Counsel  (OGC)  continue  to  design  and  carry  out  training  programs  on  substantial 
equivalency.   National  and  regional  training  programs  were  provided  by  Headquarters  and 
Regional  Offices  of  FHEO.   The  primary  intent  of  these  training  sessions  is  to  assist 
interested  agencies  to  meet  the  substantial  equivalency  certification  requirements. 

FHBO,  in  conjunction  with  OGC,  continues  to  review  proposed  legislation  of  States  and 
localities.  This  process  enables  agencies  to  identify  legislative  provisions  that 
preclude  a  positive  legal  analysis. 

—  FHBO  provides  technical  assistance  to  the  FHAP  agencies,  e.g.,  through  meetings  with 
agencies'  administrative,  legal  and  legislative  personnel,  conference  calls,  written 
evaluations  and  explanations  of  deficiencies,  and  on-site  visits  to  the  agencies. 

—  The  Department  continues  to  provide  assistance  to  agencies  through  its  revietrs  for  legal 
sufficiency  of  State  laws  and  local  ordinances  and  its  written  agreements .   For  example, 
the  Department  informs  the  agencies  of  acceptable  procedures  for  handling  deficiencies 
identified  in  their  lam  or  ordinances.   FHBO  executed  Hemoranda  of  Onderstanding  with 
certified  agencies  and  Interim  Agreements  with  agencies  where  the  law  or  ordinance,  on 
its  face,  provided  rights,  procedures,  remedies,  and  the  availability  of  judicial  review 
that  were  substantially  equivalent  to  those  provided  in  the  Fair  Bousing  Act.   Such 
assistance  was  provided  to  the  States  of  Arizona,  Nebraska,  Florida,  North  Carolina, 
South  Carolina,  Montana,  Indiana,  and  Texas,  and  the  localities  of  Dallas,  Texas; 
Asheville-Buncombe  County,  Hinston-Salem,  and  Charlotte,  North  Carolina;  and  Shaker 
Heights ,  Ohio . 
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STATDS  OF  WniDS 

1.   nnobliqated  Bttlancea.   The  following  tables  conpare  program  obligations  with  funds 
available  by  yean 


Unobligated  balances,  start  of  year 

Appropriations 

Recovery  of  prior  year  obligations.. 

Subtotal 

Obligations 

Lapsed 

Onobligated  balance,  end  of  year.... 


ACTUAL 
1992 

(Doll! 

BSTIMATB 
1993 

ESTIMATE 
1994 

$646 

5,000 

146 

u-s  in  Thousands) 

$4,559 
4,400 

$2,346 
4,519 

5,792 
-964 
-269 

8,959 
-6,613 

6,865 
-6,865 

4,559 


2,346 


2.   Obligated  Balances.   The  status  of  obligated  balances  is  as  follows i 


Obligated  balance,  start  of  year.. 

Obligations  Incurred 

Subtotal 

Outlays 

Adjustments  in  expired  accounts... 
Adjustments  in  unexpired  accounts. 
Obligated  balance,  end  of  year.... 


ACTUAL 

ESIIHATB 

ESTIMATE 

1992 

1993 

1994 

(dollars  in  Thousands) 

$7,472 

$1,204 

$4,503 

964 

6,613 

6,865 

8,436 

7,817 

11,368 

-6,964 

-3,314 

-4,790 

-122 

... 

-146 

• .  • 

1,204 


4,503 


6,578 
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DBPARTMBHT  OF  HODSIHO  AND  DRBAN  DEVBLOPMBNT 
FAIR  HOUSING  AND  SQUAT  OPFORTUNITT 
FAIR  BOUSING  INITIATIVES  PROGRAM 
PROGRAM  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  VB  1993 

25 

HA 

18 

88 

+70 

$3,000 

NA 

$3,000 

$10,300 

+$7,000 

30 

HA 

31 

69 

+38 

$2,500 

HA 

$2,798 

$6,000 

+$3,202 

(OollarB  in  Thousands) 

Program  Level: 

Private  Enforcement 
Initiativei 

Number  of  Awards 31 

Obligations $3 ,  805 

Education  and  Outreach 
Initiativei 

■umber  of  Awards 30 

Obligations $2 ,  100 

Administrative  Enforcement 
Initiativei 

Number  of  Awards 28        HA         10         35         +25 

Obligations $2,100  $2,103     $3,300     +$1,197 

Fair  Housing  Organizations 
Initiativei 

number  of  Awards ...        NA        ...         73         +73 

Obligations __iij.       ...        NA        ...      $8.200     +$8.200 

Total  Obligations 5,905     7,600        NA      7,901      27,500     +19,599 

Appropriation  (Budget 
Authority) i 
Enacted  or  Proposed 8,000 

Budget  Outlays 4,635 

SUMMARY  OF  BODGBT  ESTIMATES 

1.   SOMMART  OF  BUDGET  REOOEST 

The  1994  Budget  request  for  the  Fair  Bousing  Initiatives  Program  (FHIP)  is 
$16.9  million.   This  funding  request  will  support  the  Secretary's  coonitment  to  fair  housing  and 
provide  resources  to  Implenent  those  enforcement  activities  authorized  under  the  Bousing  and 
Co^unity  Davelopoent  Act  of  1992.   FHIP  is  port  of  a  Rational  Fair  Housing  effort  to  coaf>lement 
the  Department's  enforcement  and  conplionce  programs.   The  other  principal  component  of  the 
Departnnnt's  conprehensive  fair  housing  strategy  is  the  Fair  Bousing  Assistance  Program  (FRAP), 
authorized  by  the  Fair  Bousing  Act  (Title  VIII  of  the  Civil  Rights  Act  of  1968,  as  amended  by  the 
Fair  Bousing  Act  of  1988).   That  program,  for  which  the  Budget  proposes  a  $4.5  sdllion  funding 
level  in  1994,  is  described  separately  in  this  volume. 

The  Fair  Bousing  Initiatives  Program  was  established  by  the  Bousing  and  CooBunity 
Development  Act  of  1987  for  the  purpose  of  eliminating  and  preventing  housing  discrimination. 
This  program  provides  a  coordinated  approach  toi   (1)  further  the  purposes  of  the  Fair  Bousing 
Law;  (2)  guarantee  the  rights  of  all  Americans  to  seek  housing  in  an  open  market  free  of 
discrimination}  and  (3)  inform  the  American  citizenry  of  its  rights  and  obligations  under  the 
Fair  Bousing  Act.  FHIP  also  enhances  and  facilitates  the  delivery  of  the  O^artment's  bousing 
and  coaauinity  developsMnt  programs,  such  oa  BOMB  and  CDBG,  by  providing  a  free  and  open  bousing 
market. 
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7,600 

$7,600 

10,600 

16,900 

+6,300 

6,754 

NA 

3,891 

8,910 

+5,019 
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2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  THE  1993  BODGBT 

The  1993  Budget  estimated  obligations  of  $13.8  million  and  outlays  of 
S5  million  for  1992.   Actual  obligations  were  55. 9  million  and  outlays  were 
$4.6  million.   The  obligations  were  entirely  from  1991  appropriated  funds  and  the  1992 
appropriation  was  carried  forward  into  1993.  The  carryover  of  the  1992  appropriation  was  the 
result  of  the  delay  in  the  publication  of  the  Notice  of  Fund  Availability  (NOFA)  based  on  the 
Department's  decision  to  announce  the  availability  of  funds  under  three  separate  NOFAs. 
Consequently,  the  following  NOFAs  were  published:   (1)  a  FHIP  NOFA  for  the  three  initiatives) 
(2)  a  NOFA  for  mortgage  lending;  and  (3)  a  NOFA  for  Young  v.  Kemp. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  estimated  obligations  for  1993  are  revised  to  S7.9  million  to  reflect  the  carryover 
of  the  1992  appropriation.   The  1993  appropriation  of  $10.6  million  will  be  obligated  in  1994. 
The  lag  in  obligating  the  1992  funds  causes  a  decrease  in  estimated  1993  outlays — from 
$6.8  million  to  a  current  estimate  of  $3.9  million. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  1994  Budget  request  of  $16.9  million  represents  an  increase  of  $6.3  million  above  the 
1993  current  estimate.   This  proposed  increase  reflects  the  Clinton  Administration's  emphasis  on 
fair  housing  efforts  and  also  reflects  the  additional  authorization  provided  by  the  Housing  and 
Community  Development  Act  of  1992  to  the  Fair  Housing  Initiatives  Program  which  expands  fair 
housing  enforcement  activities. 

From  the  1994  appropriation  request  of  $16.9  million,  the  Department  anticipates  making 
available  $6  million  for  approximately  53  awards,  averaging  $113  thousand  under  the  Private 
Enforcement  Initiative.   In  addition,  the  Department  anticipates  $3  million  will  be  used  to  fund 
approximately  34  awards,  averaging  $86  thousand  each,  to  public  and  private  organizations  under 
the  Education  and  Outreach  Initiative  component  of  FHIP.   The  Department  will  also  provide 
$1.5  million  for  the  Administrative  Enforcement  Initiative  on  a  con^ietltive  basis  to 
approximately  15  State  and  local  agencies  to  carry  out  enforcement  activities  under  their  laws  at 
an  average  of  $95  thousand  per  agency. 

The  1994  Budget  also  requests  $6.4  million  for  a  Fair  Housing  Organizations  Initiative  to 
fund  approximately  53  organizations  at  an  average  of  $120  thousand  per  organization.  This  new 
coin)onent  of  FHIP  was  created  by  the  Housing  and  Community  Development  Act  (HCD)  of  1992. 

The  1994  obligations  estimate  of  $27.5  million  reflects  the  carryover  of  $10.6  million 
of  the  1993  funding  into  1994.  Outlays  will  be  greater  in  1994  due  to  a  higher  obligated  balance 
at  the  beginning  of  1994  as  compared  to  the  beginning  of  1993. 

PROGRAM  DESCRIPTION  AND  ACTIVITY 

1.  Legislative  Authority.   Section  561  of  the  Housing  and  Community  Development  Act  of 
1987,  as  amended,  authorizes  the  execution  of  grants,  contracts,  or  cooperative  agreements  with 
State  or  local  government  agencies,  public  or  private  nonprofit  organizations,  institutions  or 
other  entities  that  are  formulating  or  carrying  out  programs  to  prevent  or  eliminate 
discriminatory  housing  practices.   FHIP  supports  projects  and  activities  designed  to  enhance 
compliance  with  the  Fair  Housing  Act  and  substantially  equivalent  State  and  local  laws. 
Section  905  of  the  Housing  and  Community  Development  Act  (HCD)  of  1992  expanded  the  provisions  of 
the  Fair  Housing  Initiatives  Program  to  build  the  capacity  of  fair  housing  enforcement 
organizations  in  underserved  areas;  to  establish  a  national  media  caiiQ>aign  for  dissemination  of 
fair  housing;  and  to  establish  an  annual  national  fair  housing  month. 

2.  Purpose.   The  Fair  Housing  Initiatives  Program  is  intended  to  supplement  current  fair 
housi.ig  enforcement  activities  of  the  Department.   These  activities  include  programs  of 
enforcement  and  compliance,  voluntary  compliance,  and  education  and  outreach.   FHIP  provides  the 
financial  means  to  assist  projects  and  activities  designed  to  enhance  compliance  with  the  Fair 
Bousing  Law  (Title  VIII  of  the  Civil  Rights  Act  of  1968  as  amended  by  the  Fair  Housing  Amendments 
Act  of  1988)  and  substantially  equivalent  State  and  local  laws. 
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3.   Prooraa  Coaponanta.   Thera  ara  four  major  program  coa^onanta  under  the  Fair  Houalng 
Inltlatlvaa  Program.  All  four  cooiponanta  ara  propoaad  for  funding  In  1994.   Sogathar,  tha  four 
componanta  aupport  public  and  private  enforcemant,  education  and  outreach  actlvltlea,  and 
capacity  building  for  qualified  fair  houalng  enforceaent  organlzatlona. 

a.  The  Private  Enforcanent  Initiative.   The  propoaed  level  of  funding  for  thla  major 
coavonant  of  FRIP  la  $6  million  in  1994.   Onder  thla  coafionant,  financial  reaourcea  are  provided 
toi   (a)  carry  out  testing  and  other  Inveatlgatlva  actlvltlea;  (b)  dlacover  and  raomly 
dlacrlmlnatlon  In  public  and  private  real  eatate  morketa  and  real  eatate-related  tranaactlona; 
(c)  develop  apeclal  projects  to  reapond  to  new  and  aophiatlcatad  forma  of  dlacrlmlnatory  houalng 
conduct;  (d)  provide  technical  aaaiatanca  to  local  fair  houalng  organltatlona;  (a)  provide  funda 
for  tha  coata  of  litigation  and  expert  wltnaaa  feea;  and  (f )  Inveatlgate  Title  VIII  conplalnta  on 
behalf  of  tha  Department. 

b.  The  Bducation  and  Outreach  Initiative.   A  funding  level  of  $3  million  la  requeated 
for  the  Bducation  and  Outreach  Initiative  under  FHIP  for  1994.   Under  thla  coaponent,  reaourcea 
will  be  used  for  three  apeclflc  projectai   (a)  national  education  and  outreach  projecta  dealgned 
to  provide  a  centralized,  coordinated  effort  for  the  development  and  dlsaamlnation  of  media 
producta;  (b)  regional  and  local  education  and  outreach  projecta  developed  and  iDplaaented  by 
certified  fair  housing  agenciea  to  enhance  compliance  with  aubatantlally  equivalent  fair  houalng 
lawa;  and  (c)  coomunity-based  education  and  outreach  projecta  developed  by  public  or  private 
antltlea  formulating  or  carrying  out  programa  to  prevent  or  eliminate  discriminatory  housing 
practices.  Under  this  initiative  HUD  will  also  provide  funda  for  additional  fair  houalng 
projecta  and  conduct  actlvltlea  related  to  the  annual  national  fair  houalng  mnth. 

c.  The  Administrative  Enforcement  Initiative.   The  1994  request  for  this  component  is 
$1.S  million.   Funding  will  be  provided  to  State  and  local  fair  houalng  agenciea,  certified  by 
the  Secretary  aa  providing  righta  and  ramedlea  which  are  aubatantlally  equivalent  to  thoae 
provided  under  Title  VIII  of  the  Civil  Righta  Act  of  1968,  aa  amended  by  the  Fair  Houalng  Act  of 
198B  to  aupport  actlvltlea  to  atrengthen  and  broaden  the  range  of  enforcement  and  coopllanca 
actlvltlea. 

d.  The  Fair  Housing  Orqaniiationa  Initiative.   The  propoaed  funding  level  for  thla  new 
coaqnnent  of  FHIP  Is  $£.4  million  in  1994.   Funding  will  be  provided  to  support  the  continued 
development  of  fair  houalng  enforcement  organlzatlona  or  the  implementation  of  activities 
dealgned  to  eatabllah,  organize  and  build  the  capacity  of  auch  organlzatlona  which  enforce  the 
righta  granted  under  the  Federal  Fair  Bousing  Act.   In  addition,  the  Department  pr<^>oaaa  to 
reprogram  $1.8  million  of  the  1993  appropriation  to  be  uaed  for  thla  new  initiative,  for  total 
1994  obllgatlona  of  $8.2  million.   The  reprogrannied  funda  conalat  of  $1  million  from  Bducation 
and  Outreach  and  $800  thouaand  from  Administrative  Enforcement. 

^HOGKAM  HIGHLIGHTS  AMD  ACCOMPLISHMBMTS 

1.  Private  gnforcemant  Initiative.   Teating  projecta  were  funded  to  conduct  ayateailc 
Investigations  and  testing  of  individual  complaints  for  admlnlatrative  and  judicial  enforcement. 
Taata  have  been  conducted  in  the  rental,  aales,  mortgage  lending,  and  Insurance  marketa.   Tha 
evaluation  of  tha  teating  portion  of  thla  component  aerved  to  form  the  baala  of  HUD  policy 
declalons  regarding  future  testing.  Moreover,  determining  the  probative  value  of  standardized 
teating  will  be  beneficial  aa  HUD  contlnuaa  to  streamline  its  processing  of  Fair  Houalng  Act 
conplalnta. 

2.  Bducation  and  Outreach  Initiative.   Under  the  Bducation  and  Outreach  Initiative, 
educational  nateriala,  pamphleta,  brochurea,  print  ada,  poatera,  and  vldeoa  on  fair  housing  were 
developed  and  dlatributed  in  English,  Spanlah  and  three  Aalan  languagea.   Recently,  collegea  and 
unlvaraltlaa  began  to  cos^iete  aucceaafully  for  FHIP  funda.   For  azanple,  a  Hlatorlcally  Black 
Unlvaralty  propoaed  and  waa  awarded  funding  to  develop  a  fair  houalng  curriculum  that  could  be 
replicated  by  other  Inatltutlona  of  higher  learning.   In  addition,  a  rehabilitation  center 
propoaad  and  waa  awarded  funda  to  develop  a  national  raglatry  of  acceaaibla  houalng  which  could 
be  replicated  by  other  Intereated  organizations. 

Hany  State  and  local  governmenta'  fair  housing  agenciea  competed  aucceaafully  for  FHIP 
funding  under  the  Bducation  and  ajtreach  Initiative  to  develop  educational  materlala  and  conduct 
outreach  actlvltlea  on  fair  houalng  locally,  regionally,  or  on  the  State  level.   FHIP  funda  have 
also  been  uaed  to  provide  training  for  houalng  Induatry  groupa  and  private  attomaya. 
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Fair  Housing  Initiatives  Program 

3.   Administrative  Enforcement  Initiative.   Onder  this  initiative,  FHIP  funded  activities 
increased  the  use  of  testing  as  an  investigatory  technique,  thereby  supporting  enforcement 
proceedings  and  systemic  investigations. 

STATUS  OF  FUWDS 

1.  Authorization.   Authorization  is  available  to  fund  the  appropriation. 

2.  Balances  available. 

a.  Unobligated  Balances.   The  following  tables  compare  program  obligations  with  funds 
available  by  year: 

ACTUAL        ESTIMATE       ESTIMATE 
1992  1993  1994 

(Dollars  in  Thousands) 

Onobligated  balances,  start  of  year...  $5,810  $7,901  $10,iOO 

J^propriations 8,000  10,600  16,900 

Subtotal 13,810  18,501  27,500 

Obligations -5,905  -7,901  -27,500 

Lapsed -4  ____i_ii  .^—1-1.1. 

Onobligated  balance,  end  of  year 7,901  10,600 

b.  Obligated  Balances.   The  status  of  obligated  balances  is  as  follows: 

ACTUAL        ESTIMATE        ESTIMATE 

1992  1993  1994 

(Dollars  in  Thousands) 

Obligated  balance,  start  of  year $6,484  $7,745  $11,755 

Obligations  incurred 5.905  7.901  27.500 

Subtotal 12,389  15,646  39,255 

Outlays -4,635  -3,891  -8,910 

Adjustments  in  expired  accounts -9  ^^_ULi  ^—:-i^ 

Obligated  balance,  end  of  year 7,745  11,755  30,345 
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DBPARTMBNT  OF  BOaSIHG  JUID  URBAH  DBVELOPNBHT 

SALARIES  AND  BXFBHSBS,  PAIR  HOOSIHG  AMD  EQUAL  OPFORTUMITY 

The  consolidated  discusBion  for  the  appropriation  'Salaries  and  Expenses,  HUD*  is  shown  In 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requlrenients  for  each  of  the  major  program  areas  of  the  Department,  a 
separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of  the 
Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years —  1992,  1993 
and  1994,  including  the  separate  1992  Headquarters  appropriations  for  personal  services  and 
travel . 


BDDGET  ACTIVITY  6 1   FAIR  HOUSING  AMD  EQUAL  OPPORTOmTY 


ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIHATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  V6  1993 

(Dollars  in  Thousands) 


Total  Budget  Activity $44,66S 

Full-Tlme  Permanent  Appointments 

End  of  Year 701 

Pull-Time  Equivalent  Enploymenti 

Headquarters 158 

Field 566 

Total  FTB 724 


$49,632 


725 


$48,525 


684 


$47,964 


677 


-$S61 


163 

159 

155 

-4 

562 
725 

543 
702 

531 
686 

-16 

HOtBt   Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the  permanent 

positions  made  affordable  by  full-time  equivalent  (FTB)  employment  ceilings.   They  are  not 
control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Assistant  Secretary  for  Pair  Bousing  and  Equal  Opportunity  administers  civil  rights 
programs  in  five  major  areas.   The  five  major  areas  of  responsibility  are  Pair  Housing,  Equal 
Opportunity  in  HUD-assisted  Programs,  Training,  Employment  and  Business  Opportunity  for  Residents 
of  HOD  Project  Areas,  Equal  Enployaant  Opportunity,  and  Voluntary  Compliance. 

2.  WORKLOAD 

The  principal  workload  of  Fair  Housing  and  Equal  Opportunity  consists  of  processing 
discrimination  complaints,  conducting  compliance  revietrs,  and  inplemanting  voluntary  prograaa. 


ACTUAL 
1992 
Pair  Housing  Cooplaints 

Received 9,153 

Processed 9,153 

HUD  Program  Cos^laints 

Title  Vl/Section  109  Complaints 270 

Section  S04/Age  Discrimination 

Complaints -  281 

Section  504/Aga  Conpliance  Reviews 2 

Title  VI  Compliance  Reviews 10 

Coopliance  Monitoring 25 

PHACA  Program 0 

Section  109  Compliance  Reviews 0 

American  With  Disabilities  Act 

Coeiplaints 0 

Section  3  Complaints  Closed/Honitoring .  0 


ESTIMATE 
1993 

10,000 
10,000 


150 

290 
30 
90 
90 
80 
10 

90 
0 


ESTIMATE 
1994 

10,500 
10,500 


230 

365 

40 
90 
90 
80 
10 

90 
2,050 
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Salaries  and  Expenses,  Housing  and  Urban  Development 
Budget  Activity  6:   Fair  Housing  and  Equal  Opportunity 


3.   SUMMARY  OF  STAFFING  REQUIREMENTS 

The  following  table  provides  a  eumniary  of  the  distribution  of  full-time  permanent  staff 
by  grade  for  1992,  1993  and  1994. 


1992 


1993 


1994 


Executive  Level  IV  1 

ES-6 1 

ES-5 4 

ES-4 1 

ES-1 2 

SL 1 

GS/GM-15 22 

GS/GM-14 21 

GS/GM-13  and  below  99 

TOTAL  FTPS 1S2 

FTE  Employment..  158 


10 

15 

524 

549 

566 


TOTAL 

1 

1 

4 

1 

2 

1 

32 

36 

623 

701 

724 


Hfi 


25 
2 

-1 

15 
159 


10 

17 

506 

533 

543 


1 

1 

4 

1 

2 

1 

35 

38 

601 

684 

702 


Hfi 

1 

1 

4 

1 

2 

1 

24 

19 

98 

151 

155 


FIELD    TOTAL 


1 

1 

4 

1 

2 

1 

34 

36 

597 

677 

686 


10 

17 

499 

526 

531 


EXPLANATION  OF  STAFFING  REQUIREMENTS 

1.   HEADQUARTERS  EMPLOYMENT 

The  following  table  indicates  the  distribution  of  Full-Time  Equivalent  (FTE)  employment 
in  Headquarters. 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE     DECREASE  - 
1992       1993       1993       1994       1994  vs  1993 


Office  of  the 

Assistant  Secretary  and 

General  Deputy  Assistant 

Secretary  for  Fair  Housing 

and  Equal  Opportunity 24.4 

Office  of  Investigations 29.8 

Office  of  Program  Training 

and  Technical  Assistance 13.8 

Office  of  Program  Standards 

and  Evaluation 21.8 

Office  of  Fair  Housing 

Assistance  and  Voluntary 

Programs 23.8 

Office  of  Deputy  Assistant 

Secretary  for  Operations 

and  Management 4.8 

Office  of  Affirmative  Action 

and  Equal  Employment  Oppor- 
tunity     18.8 

Office  of  Management  and 

Field  Coordination 20.8 

Total   Full-Tijne  Equivalent 
Biiq>loyment 158.0 


28 

25 

25 

34 

34 

34 

13 

13 

12 

21 

20 

19 

22 


22 


21 


19 

21 

21 

22 

20 

11 

63 

159 

ISS 
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SalarieB  and  Expenses,  Housing  and  Drban  Development 
Budget  Activity  6i   Fair  Housing  and  Equal  Opportunity 

a.   Immediate  Office  of  the  Aaslstant  Secretary 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Pull-Tljiie  Equivalent  Employment.    24.4        28         25         25  ... 

The  Assistant  Secretary  serves  as  the  principal  advisor  to  the  Secretary  and 
principal  source  of  advice  and  technical  assistance  to  other  Assistant  Secretaries  and  to 
Regional  Administrators  on  all  matters  relating  to  equal  opportunity  in  housing  and  community 
development,  facilities,  employment,  business  opportunities  and  other  matters  relating  to  civil 
rights.   The  Assistant  Secretary  also  serves  as  the  Director  of  Equal  Employment  Opportunity  for 
the  Department. 

The  General  Deputy  Assistant  Secretary  assists  the  Assistant  Secretary  in  the  day- 
to-day  performance  of  all  duties  and  responsibilities.   The  General  Deputy  Assistont  Secretary 
also  assists  the  Assistant  Secretary  in  the  administration  of  the  Department's  responsibilities 
for  Fair  Housing  and  Equal  Opportunity  programs.   In  addition,  the  General  Deputy  Assistant 
Secretary  serves  as  Acting  Assistant  Secretary  in  the  absence  of  the  Assistant  Secretary.   The 
General  Deputy  Assistant  Secretary  also  directly  manages  a  Quality  Assurance  Staff  and  a 
Management  Information  Systems  Staff. 

No  staffing  changes  are  requested  for  1994  over  the  1993  current  estimate. 

b.   Office  of  Investigations 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Tioe  Equivalent  Employment.    29.8        34         34         34  ... 

This  Office  includes  the  divisions  of  HUD  Program  Investigations  and  Fair  Housing 
Enforcement.   The  Office  carries  out  fair  housing  complaint  investigation  activities  which 
include  the  review  of  complaint  processing  efforts.   In  addition,  the  Office  is  required  to 
conduct  foir  housing  investigations  in  the  absence  of  complaints  to  determine  if  the  Secretary 
will  file  a  Secretarial-initiated  coiqilaint.   This  Office  is  also  responsible  for  developing  and 
executing  intergovernmental  programs  for  fair  housing  enforcement. 

No  staffing  changes  are  requested  for  1994  over  the  1993  current  estimate. 

c.   Office  of  Program  Training  and  Technical  Assistance 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent  Bnployment.    13.8        13         13         12  -1 

This  Office  is  responsible  for  providing  information,  publications,  advisory 
services  and  training  to  Field  and  Headquarters  staff  in  conjunction  with  FHBO's  Investigations 
and  Quality  Assurance  Staffs.   The  Office  is  also  responsible  for  providing  technical  assistance 
and  programmatic  guidance  consistent  with  Departmental  policy  to  appropriate  organizations  in  and 
outside  of  HUD.   In  addition,  it  is  responsible  for  developing  an  interagency  training  academy. 

This  staffing  level  has  been  adjusted  to  reflect  reduced  FTE  in  1994,  in  accordance 
with  Executive  Order  12839. 
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Salaries  and  Expenses,  Housing  and  Orban  Development 
Budget  Activity  6:   Fair  Housing  and  Equal  Opportunity 

d.   Office  of  Program  Standards  and  Evaluation 


BUDGET 

CURRBHT 

INCREASE  + 

ACTOAL 

ESTIMATE 

BSTIHATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Tine  Equivalent  Employment.    21.8        21         20         19  -1 

This  Office  is  responsible  for  reviewing  all  proposed  legislation,  regulations, 
handbooks,  notices  and  other  issuances  relating  to  the  administration  of  HOD  programs 
recommending  appropriate  revisions  to  such  documents  to  implement  applicable  civil  rights  laws 
and  Executive  Orders. 

In  addition,  this  Office  develops  long-range  strategies;  coordinates  research 
programs  and  evaluation  mechanisms  with  the  Office  of  Policy  Development  and  Research;  reviews 
policy  and  HUD  programs;  provides  evaluation  assistance  to  ongoing  FHEO  programs;  conducts  formal 
EO  oriented  evaluations  of  specifically  identified  HUD  programs;  implements  activities  to 
strengthen  civil  rights  data  collection  and  reporting  throughout  the  Department  and  within  FHEO, 
and  provides  feedback  to  management  on  necessary  improvements  and/or  changes  to  programs;  and 
prepares  the  annual  reports  to  Congress  on  the  state  of  fair  housing  and  on  racial  and  ethnic 
participation  in  HUD  programs. 

This  staffing  level  has  been  adjusted  to  reflect  reduced  FTB  in  1994,  in  accordance 
with  Executive  Order  12839. 

e.   Office  of  Fair  Housing  Assistance  and  Voluntary  Programs 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent  Employment.    23.8        22         22         21  -1 

This  Office  plans,  develops  and  executes  fair  housing  funded  program  activities 
under  the  Fair  Housing  Assistance  Program,  the  Fair  Housing  Initiatives  Program,  and  the 
Community  Housing  Resource  Board  Program.   In  addition,  the  Office  administers  Executive  Order 
12259,  which  prohibits  discrimination  in  housing  programs;  and  Section  3  of  the  Housing  and 
Comnunity  Development  Act  of  1968,  as  amended,  which  provides  for  the  development  and 
implementation  of  programs  to  expand  employment  and  training  opportunities  for  lo%mr-income 
persons.   The  Office  also  prepares  and  monitors  voluntary  agreements  including  Public  Housing 
Affirmative  Compliance  Actions  Programs. 

This  staffing  level  has  been  adjusted  to  reflect  reduced  FTB  in  1994,  In  accordance 
with  Executive  Order  12839. 

f .   Office  of  the  Deputy  Assistant  Secretary  for  Operations  and  Management 


BUDGET 

CURRBHT 

INCREASE  + 

ACTUAL 

BSTIHATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VS  1993 

Full-Time  Equivalent  Employment.     4.8 
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Salarlas  and  Expenses,  Housing  and  Urban  Developnent 
Budget  Activity  6i   Fair  Housing  and  Equal  Opportunity 

The  Deputy  Assistant  Secretary  for  Operations  and  Hanagement  has  responsibility  for 
the  development,  direction,  and  supervision  of  programs  designed  to  facilitate  the  administration 
of  the  Office  of  Fair  Housing  and  Equal  Opportunity.   This  responsibility  Includes,  but  Is  not 
limited  to,  the  following  actlvltlest   (a)  utilization  of  resources  to  achieve  equal  opportunity 
goals;  (b)  personnel  and  training;  (c)  staff  allocation;  (d)  performance  of  technical  and 
management  evaluations  of  Field  components;  and  (e)  Implementation  of  the  Department's  internal 
equal  eiq)loyment  opportunity  program.   The  Office  of  the  Deputy  Assistant  Secretary  Includes  the 
Offices  of  Affirmative  Action  and  Equal  Employment  Opportunity,  and  Management  and  Field 
Coordination. 

No  staffing  changes  are  requested  for  1994  over  the  1993  current  estimate. 

g.   Office  of  Affirmative  Action  and  Equal  Employment  Opportunity 


BUDGET 

CORREHT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Tlme  Equivalent  Employment.    18. B        19         21         21  •.. 

This  Office  is  responsible  for  reviewing,  reconaending  for  spproval,  and  monitoring 
of  HUD'S  Affirmative  Employment  Program;  and  providing  guidance  in  the  development  and 
ijqplementatlon  of  the  Headquarters  and  Regional  Affirmative  Action  Plans.   This  Office  also 
carries  out  activities  under  Executive  Order  11478,  Title  VII,  the  Age  Discrimination  In 
Employment  Act,  as  amended,  and  Equal  Employment  Opportunity  Commission  and  Departmental 
regulations.   The  Office  has  assumed  responsibility  for  processing  complaints  filed  pursuant  to 
the  Equal  Pay  Act,  as  required  through  modified  regulations,  transferring  this  responsibility 
from  the  Equal  Enqployment  Opportunity  CommisBlon  to  HUD.   The  following  table  projects 
comparative  workload  data  for  this  Division  for  1992,  1993,  1994  and  199S. 

COMPLAINT  ACTIVITY 

Complaints  Received 

Carryover  from  Prior  Year. 

Total  Caseload 

Coiq>laints   Resolved 

Total  Cases  on  Hand 

■o  staffing  changes  are  requested  for  1994  over  the  1993  current  eatljnata. 

h.   Office  of  Management  and  Field  Coordination 


ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

1995 

170 

216 

225 

235 

369 
S39 

391 
607 

216 

441 

225 
460 

148 
391 

391 
216 

216 
225 

225 
235 

BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Pull-Time  Equivalent  Employment.    20.8        22         20         19  -1 

This  Office  includes  the  divisions  of  Budget,  Performance  Evaluation,  Management 
Planning,  and  Administrative  Support.   The  Office  is  responsible  for  the  full  range  of  budget 
formulation  and  execution  activities  and  personnel  and  management  services  for  all  of  FBBO.   The 
office  is  also  responsible  for  providing  technical  and  management  assistance  to  Regional  Offices; 
developing  FHEO's  Management  Plan,  and  preparing  and  disseminating  core  criteria  for  performance 
evaluation  reviews. 

This  staffing  level  has  been  adjusted  to  reflect  reduced  FTB  in  1994,  in  accordance 
with  Executive  Order  12839. 
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Salaries  and  Bxpenses,  Housing  and  Urban  Mvelopoent 
Budget  Activity  6i   Pair  Housing  and  Equal  Opportunity 


FIELD  EMPLOYMENT 


FULL-TIME  EQOIVALENT  EMPLOYMENT 


BUDGET 

ACTUAL  ESTIMATE 

1992  1993 

Fair  Housing  Enforcement..  309.0  299.6 

HUD  Program  Compliance....   81.5  82.9 

KEO/Affirmative  Action. .. .   16.2  12.4 

FUEO  Programs 2S.0  23.4 

CPD  Programs SI. 9  S7.6 

Housing  Programs 82 .4  86. 1 

Total,  FTE 566.0  562.0 


CURRENT 
ESTIMATE 
1993 

298.5 
82.7 
14.2 
21.3 
70.4 
55.9 

543.0 


ESTIMATE 
1994 

301.9 
87.9 

14.9 
70.4 
55.9 


531.0 


INCREASE  * 
DECREASE  - 
1994  vs  1993 

+  3.4 

+5.2 

-14.2 

-6.4 


-12.0 


The  1994  Budget  proposes  531  full-time  equivalents  (FTE)  for  the  Field,  a  decrease  of 
12  FTE  below  the  1993  current  estimate.   In  1993  FHEO  received  an  additional  $2  million  for  Title 
VIII  case  processing.   The  1994  Budget  request  takes  into  consideration  the  fact  that  all  Title 
VII  complaints  will  be  processed  by  Headquarters  and  most  Community  Housing  Resource  Boards  will 
be  phased  out,  as  well  as  administrative  reductions  required  by  Executive  Order  12839. 

The  principal  workload  for  Field  staff  consists  of  complaint  processing,  compliance 
reviews,  monitoring,  application  reviews,  technical  assistance  and  the  support  of  voluntary 
compliance  efforts.   Such  activities  are  undertaken  as  they  relate  to  the  delivery  of  the 
Deportment's  Housing  and  Community  Planning  and  Development  programs,  as  well  as  to  activities  in 
the  private  sector  and  other  Government  units.   In  1994,  the  Field  staffing  is  reallocated  to 
strengthen  activities  under  Fair  Housing  Enforcement  and  HUD  Program  Compliance. 

The  Department  uses  a  productivity-based  system  (the  Resource  Allocation  Guidelines 
System)  for  developing  Field  staff  requirements.   The  following  tables  are  based  on  this  system 
and  indicate,  for  1993  and  1994,  units  of  production  for  FHEO  Field  staff  which  have  been 
identified  for  use  in  each  activity,  and  the  estimated  hours  required  for  each  unit  and  the 
resulting  full-time  equivalents  requirements.   Also,  a  table  is  included  which  shows  actual  data 
for  1992. 
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Salaries  and  Bzpensea,  Bousing  and  Drban  Development 
Budget  Activity  6t  Pair  Housing  and  Equal  Opportunity 

PAIR  BOUSING  AHD  BQUAL  OPFORIUNITY 
DETAIL  OP  PIBLD  SXAPPING 

1992  ACTOAL 


PROJECTED         PROJECTED 
RESOURCE  AIXOCATION  GOIDELINE  ACCOWPLISHMBHTS      UNIT  BOORS 


Pair  Housing  Enforcement! 

Title  VIII  CoB^lainants  Assisted 9,153  61.6  269.1 

Systemic  Cases  and  Investigations 402  54.2  10.4 

Coiqiliance  Reviews ._.  180  84.4  7.3 

PHAP  Management .'.  112  351.8  18.8 

PHIP  Management 52  49.8  1.2 

State  and  Local  Certification 62  74.4  2.2 

Subtotal 309.0 

BUD  Program  Compliance i 

Title  VI  Coiq>liance  Reviews 10  7,064.0  33.7 

PBACA  Program 0  0.0  .2 

Section  504  Compliance  Reviews 2  5,407.5  14.7 

Coovliance  Monitoring 25  293.4  3.5 

Title  Vl/Sec.  109  Conplainants  Assisted....  270  105.5  13.6 

Sec.  504/Age  Disc.  Complainants  Assisted...  281  106.6  14.3 

Section  109  Compliance  Reviews 0  1,676.8  1.5 

Subtotal 81.5 

EBO/Affirmative  Action 169  200.9        16.2 

PHEO  Programs  I 

PBIP  -  Outreach  Education  Management 

VAMA/CBRBS  Management/Closeout 

Enforcement  and  Compliance  Monitoring 

Subtotal 25.0 

CPD  Programs  I 

CDBG/HOME  Document  Reviews 

CDBG/HOME  Monitoring  k   TA 

CRAS  Activities 

BOP8  III  t  Shelter  Plus  Programs 

Subtotal 

Housing  Programs: 

PBA  t   HOPE  I  t  Sec.  202/811  Doc.  Reviews... 

PRA  Monitoring  t   TA 

Insured  Bousing  Program/Preservation  Revs.. 

APHMP  Monitoring  Reviews 

Subtotal 

Total 


41 

194.3 

3.8 

1,053 

36.4 

18.3 

442 

13.8 

2.9 

1,960 

18.8 

17.6 

1,169 

24.4 

13.6 

1,345 

19.0 

12.2 

103 

173.0 

8.5 
51.9 

7,458 

9.9 

35.2 

600 

71.2 

20.4 

7,051 

5.0 

16.7 

573 

36.9 

,10.1 
82.4 

566.0 
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FAIR  BOaSUG  AND  WOOU.   OPFORimiTr 
BRAIL  OP  PltLD  STAFPnG 

1993  COKBBrr  BSTIWATBS 


RBSOURCB  AIXOCATIOW  GDIDBLIIIB 

Fair  Housing  gnforcenenti 

Title  VIII  Cooq^lainants  Assisted 

Systeokic  Cases  and  Investigations 

Coopliance  Reviews 

FHAP  Hanagenent 

FHIP  Hanagement 

State  and  Local  Certification 

Subtotal 

HUD  Program  Compliance) 

Title  VI  Compliance  Revie«fS 

PHACA  Program 

Section  504  Coapliance  Revie%» 

Conplieuice  Monitoring 

Title  Vl/Sec.  109  Complainants  Assisted.... 
Sec.  504/Age  Disc.  Complainants  Assisted... 

Section  109  Coopliance  Reviews 

Americans  with  Disabilities  Act  Cooplaints. 
Subtotal 

EBO/Affiraative  Action 24  1,235.4        14.2 

FHBO  Programs) 

FHIP  -  Outreach  Bducatlon  Hanagement 44 

VANA/CHRBS  Hanagement/Closeout 79S 

Enforcement  and  Compliance  Monitoring 693 

Subtotal 

CPD  Programs) 

CDBG/HOMB  Document  Reviews 2,608 

CDBG/HONB  Monitoring  t   TA 1,774 

CHAS  Activities 1,345 

HOPS  III  t   Shelter  Plus  Programs 142 

Subtotal 

Housing  Prograpis) 

PHA  t   HOPE  I  i   Sec.  202/811  Doc.  Reviews...  5,801 

PHA  Monitoring  t  TA 402 

Insured  Housing  Program/Preservation  Revs..  8,106 

AFHHP  Monitoring  Reviews 399 

Subtotal 

Total 543^ 


PROJBCTBD 

PROJBCTBD 

ACCOMPLI  SHMBBTS 

OBIT  BOORS 

FTB 

10,000 

56.2 

269.2 

75 

228.3 

8.2 

273 

27.5 

3.6 

SO 

601.4 

14.4 

S9 

53.0 

l.S 

50 

66.8 

1.6 
298.5 

90 

712.2 

30.7 

80 

70.5 

2.7 

30 

925.7 

13.3 

90 

51.0 

2.2 

ISO 

200.4 

14.4 

290 

92.2 

12.8 

10 

334.0 

1.6 

90 

116.0 

5,0 
82.7 

90.2 

1.9 

45.7 

17.4 

6.0 

2.0 

21.3 

15.1 

18.8 

27.5 

23.4 

37.3 

24.0 

61.8 

4.2 

70.4 

6.2 

17.2 

77.9 

15.0 

3.9 

15.2 

44.5 

8.5 

55.9 
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PAIR  HOOSIHG  AND  EQUAL  OPPORTUNITY 
DETAIL  OP  PIBLO  STAPPING 


1994  ESTIMATES 


RESOURCE  ALLOCATION  GUIDELINE 

Pair  Housing  Enforcement; 

Title  VIII  CooplainantB  Assisted 

Systemic  Cases  and  Investigations 

Con^liance  Reviews 

PHAP  Management 

PHIP  Management 

State  and  Local  Certification 

Subtotal 

HUD  Program  Compliancei 

Title  VI  Conqiliance  Reviews 

PHACA  Program 

Section  504  Conqpliance  Reviews 

Compliance  Monitoring 

Title  Vl/Sec.  109  Complainants  Assisted.... 
Sec.  504/Age  Disc.  Complainants  Assisted... 

Section  109  Compliance  Reviews 

Americans  with  Disabilities  Act  Complaints. 

Section  3  Complaints  Closed/Monitoring 

Subtotal 

EEO/Affirmative  Action 

PHEO  Programs 1 

PHIP  -  Outreach  Education  Hapagement 

VAMA/CHRBS  Managefflent/Closeout 

Enforcement  and  Compliance  Monitoring 

Subtotal 

CPD  Programs  1 

CDBG/HOHE  Document  Reviews 

CDBG/HOME  Monitoring  4  TA 

CHAS  Activities 

HOPE  III  t   Shelter  Plus  Programs 

Subtotal 

Housing  Programs i 

PHA  t   HOPE  I  I  Sec.  202/811  Doc.  Reviews... 

PHA  Monitoring  t   TA 

Insured  Housing  Program/Preservation  Revs.. 

APHNP  Monitoring  Reviews 

Subtotal 

Total 


PROJECTED 

PROJECTED 

ACCOMPLISHMENTS 

UNIT  HOURS 

FTE 

10,500 

54.0 

271.9 

35 

226.7 

3.8 

175 

84.7 

7.1 

6S 

456.2 

14.2 

110 

49.4 

2.6 

125 

38.4 

2.3 
301.9 

90 

712.2 

30.7 

80 

70.5 

2.7 

40 

694.3 

13.3 

90 

46.4 

2.0 

230 

181.6 

14.2 

365 

128.9 

11.0 

10 

62.9 

1.6 

90 

116.0 

5.0 

2,050 

8.15 

7.4 
87.9 

100 
500 
400 


2,700 

1,774 

927 

800 


5,801 

800 

4,600 

1,100 


0.0 


0.0 


39.7 

1.9 

45.9 

11.0 

10.4 

2.0 

14.9 

14.5 

18.8 

27.5 

23.4 

54.0 

24.0 

10.9 

4.2 

70.4 

6.2 

17.2 

39.2 

15.0 

6.9 

15.2 

16.1 

8.5 

55.9 

531.0 
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4.   COHTRACTS 

The  following  table  identifies  the  specific  contracts  required  and  is  followed  by  a 
description  of  each.  The  totals  include  administrative  reductions  required  by  Executive  Order 
12837. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

Training  Contracts, 
Hon-Federal S450        $200        ...        -200 

Data  and  Statistical 
Services $30  50  SO        $49  -1 

Public  Information  Services.    200         250         250        249  -1 

Section  504  Technical 
Assistance 128         450         245        244  -1 

Technical  Services 1.148       1.390       1.335      1.330        ;5 

Total 1,506        2,590       2,080       1,872        -218 

Training  Contracts  (Non-Federal).   Funds  are  required  to  assist  in  the  development  and 
implementation  of  outreach  and  education  seminars  for  housing  professionals  and  for  the 
development  of  materials  for  the  seminars.  One-time  seminars  are  budgeted  for  1993. 

Data  and  Statistical  Services.   The  Department  is  required  to  report  to  Congress 
annually  the  race  and  ethnicity  of  beneficiaries,  potential  beneficiaries  and  applicants  of  BUD- 
assisted  programs.   Funding  for  this  contract  will  allow  FBBO  to  continue  to  contract  for 
technical  assistance  needed  in  the  preparation  of  this  report. 

Public  Information  Services.   The  Department  plans  to  continue  efforts  to  develop  and 
disseminate  information  on  fair  housing  issues  to  the  public.   These  services  will  be  expanded  to 
accommodate  the  substantial  increase  in  woric  resulting  from  the  Reform  Act,  the  submission  of 
Fair  Housing  Initiatives  Program  worIc  products  and  the  increase  in  user  requests  based  on  greater 
familiarity  with  the  services  provided. 

Section  504  Implementation  Services.   These  funds  are  needed  to  address  activities  under 
the  Section  504  Implementation  Program.   In  1994,  To%m  Meetings  will  continue  to  provide  HUD 
recipients,  consumers,  disability  groups,  and  the  public  with  increased  information  on 
Section  504.   Expanded  and  updated  materials  will  focus  primarily  on  Section  504.   However, 
information  on  Title  VI,  Section  109,  Title  VIII,  and  new  HUD  programs,  such  as  those  authorized 
by  the  National  Affordable  Housing  Act  will  be  included  where  there  is  overlap  with  Section  504 
requ  i  reoients . 

Contracts  will  he   executed  to  conduct  Regional  Office  training  covering  Section  504  and 
Federally  assisted  programs;  to  develop  materials  explaining  the  requirements  of  the  new  Section 
504  Federally  conducted  rule;  to  acquire  technical  assistance  materials  produced  by  other 
organizations  that  will  be  needed  to  carry  out  the  Section  504  Program;  and  to  obtain 
subscriptions  to  publications  related  to  housing  and  disabilities  issues.   Additionally,  funds 
will  be  needed  to  cover  the  costs  associated  with  brailling  and  taping  of  a  wide  range  of  PHBO 
materials. 

Technical  Services.   The  Department  will  enter  into  contracts  to  provide  the  support 
needed  to  address  in-house  complaint  investigations,  continuation  of  Public  Housing  Affirmative 
Coopliance  Action  Program  activities,  and  provide  technical  expertise  on  more  complex  issues.   In 
addition,  FHBO  will  continue  its  contract  for  testing  which  is  used  as  an  investigative  tool. 
These  on-going  services  will  be  expanded  by  re-enforcing  ways  in  which  supervisors  can  ensure 
that  investigations  meet  a  very  high  standard  of  quality  by  addressing  both  the  substantive 
content  and  the  efticlency  and  timeliness  of  investigations  and  coapliance  reviews. 
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DEPAKTMBHT  OF  HOUSING  AND  URBAN  DBVELOPMEHT 

SAIJUtlES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  conBolidated  discussion  for  the  appropriation  -Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992, 
1993  and  199*,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  7 1   DEPARTMENTAL  MANAGEMENT 
ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  V8  1993 

(Dollars  in  Thousands) 

Total  Budget  Activity $10,573  $14,456  $11,578  $11,618  +$40 

Pull-Time  Permanent  Appointments, 

End  of  Year 109  124  106  110  +4 

Full-Time  Equivalent  En^iloymont 116  130  113  111  -2 

NOTE:   Pull-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 

permanent  positions  made  affordable  by  full-time  equivalents.   They  are  not  control 
numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  Departmental  Management  activity  includes  the  Office  of  the  Secretary  and  Deputy 
Secretary  and  other  staff  offices  under  the  Secretary's  immediate  direction.   The 
responsibilities  of  the  Department  are  administered  under  the  supervision  and  direction  of  the 
Secretary,  who  is  responsible  for  the  administration  of  all  programs,  functions  and  authorities 
of  the  Department.   The  Deputy  Secretary  assists  the  Secretary  in  the  discharge  of  his  duties  and 
responsibilities,  and  serves  as  Acting  Secretary  in  the  absence  of  the  Secretary.   In  addition  to 
the  Office  of  the  Secretary  and  Deputy  Secretary,  this  activity  includes  seven  small  offices  of 
highly  specialized  staff  with  Departmentwide  responsibility  for  the  following  functions: 
management  of  Field  operating  policies  and  procedures;  labor  relations  matters;  participation  of 
small  and  disadvantaged  businesses  in  the  contracting  activities  of  the  Department;  public 
affairs;  Congressional  and  intergovernmental  relatione;  and  administrative  judicial  proceedings. 
Collectively  and  separately,  these  offices  are  essential  to  the  independent  formulation  and 
review  of  Departmental  policy  and  the  promotion  and  interpretation  of  that  policy. 

No  organizational  changes  were  made  to  this  Budget  activity  during  1992. 


The  Secretary,  as  head  of  the  Department  and  as  a  Cabinet  Member,  is  responsible  for  the 
administration  of  all  programs,  functions,  and  authorities  of  the  Department;  for  the  regulation 
of  the  Federal  National  Mortgage  Association;  for  enforcing  Federal  Fair  Housing  law,  educating 
the  public  on  the  rights  and  duties  created  by  that  law,  and  encouraging  State  and  local 
governments  and  the  private  sector  to  assist  the  Federal  Government  in  guaranteeing  equal  housing 
opportunities;  and  for  advising  the  President  on  Federal  policy,  programs,  activities  relating  to 
housing  and  cooDunity  development,  and  equal  housing  opportunity.   The  Secretary  formulates 
reconmendations  for  basic  policies  in  the  fields  of  housing  and  community  development  and  works 
with  the  Executive  Office  of  the  President  as  well  as  other  Federal  agencies  in  keeping  economic 
and  fiscal  policies  in  housing  and  coanunity  development  consistent  with  other  economic  and 
fiscal  policies  of  the  Government. 

The  Secretary  meets  with  governors,  mayors  and  other  State  officials,  county  executives 
and  other  local  officials,  and  regional  and  neighborhood  leaders,  and  assists  the  President  in 
achieving  maximum  coordination  among  the  various  Federal  activities  which  have  a  major  effect 
upon  urban,  suburban,  metropolitan,  or  rural  housing  and  coanunity  development.   The  Deputy 
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Secretary  assists  the  Secretary  in  the  performance  of  his  duties  and  responsibilities,  and  serves 
as  Acting  Secretary  in  the  absence  of  the  Secretary. 

The  Office  of  the  Assistant  to  the  Secretary  for  Field  Management  advises  the  Secretary, 
Deputy  Secretary,  and  other  principal  staff  of  the  Department  on  the  adequacy  and  effectiveness 
of  Regional  and  Field  operating  policies  and  procedures,  and  is  the  Secretary's  principal 
management  official  in  all  matters  dealing  with  the  Field  Offices  of  the  Department.   The  Office 
of  the  Assistant  to  the  Secretary  for  Field  Management  manages  the  Department's  Field  Performance 
Evaluation  System;  directs  task  forces  or  special  projects  for  the  Secretary/Deputy  Secretary  on 
program  policy  and  management  recommendations  to  improve  Departmental  effectiveness;  and 
coordinates  the  recruitment  of  )(ey  personnel  in  both  Regional  and  Field  Offices. 

The  Office  of  Small  and  Disadvantaged  Business  Utilization  is  responsible  for  providing 
technical  direction  and  coordination  on  all  matters  relating  to  the  Department's  participation  in 
small  and  disadvantaged  businesses  in  the  contracting  activities  of  the  Department.   The  Office 
oversees  the  Department's  small  and  disadvantaged  business  set-aside  activity,  and  has 
Departmentwide  responsibility  for  carrying  out  relevant  authorities  for  the  Department's  Minority 
Business  Enterprise  (MBE)  programs,  including  monitoring,  evaluating  and  reporting  MBE  activities 
to  the  Secretary,  the  Congress,  the  President,  and  the  general  public.   The  Director  of  Small  and 
Disadvantaged  Business  Utilization  represents  the  Secretary  before  Congressional  committees  and 
at  meetings  on  related  program  activities  with  Federal,  State  and  municipal  or  private 
organizations.   This  Office  was  established  in  1979  pursuant  to  the  provisions  of  Section  lS(k) 
of  the  Small  Business  Act,  as  amended  (Sec.  221,  P.L.  95-507). 

The  Office  of  the  Assistant  to  the  Secretary  for  Labor  Relations  provides  for  effective 
coordination  of  the  functions  involved  as  the  Secretary's  representative  on  significant  policy 
objectives  relating  to  labor  relations  matters.   The  Office  has  overall  responsibility  for  the 
efficiency  and  effectiveness  of  HUD'S  labor  relations/labor  standards  enforcement  functions  and 
serves  as  principal  policy  advisor  to  the  Secretary  on  labor  relations  matters,  labor  standards 
enforcement,  and  organized  labor,  particularly  in  the  building  and  construction  trades.   The 
Office  seeks  affirmative  relationships  with  and  support  from  contractor  organizations  and 
organized  labor  for  the  housing  and  comnunity  development  goals  of  the  Department. 

The  Office  of  the  Assistant  Secretary  for  Public  Affairs  advises  the  Secretory  and 
Departmental  staff  on  public  and  media  relations,  and  coordinates  the  Department's  efforts  to 
keep  the  public  informed  of  its  actions.   The  basic  mission  of  the  Public  Affairs  staff  is  to 
publicize  HUD  policies  and  programs  and  to  respond  to  inquiries  from  the  press  and  the  public. 
This  mission  is  accomplished  through  the  Office's  two  main  operational  armsi   the  Office  of  Press 
Relations,  which  coordinates  liaison  between  the  Department  and  members  of  the  media;  and  the 
Office  of  Policy  Support,  which  researches  and  prepares  a  diverse  range  of  written  communications 
including  speeches,  articles,  reports,  scripts,  and  public  statements. 

The  Office  of  Congressional  and  Intergovernmental  Relations  provides  services  and 
information  to  the  Congress  concerning  all  programs  and  activities  of  the  Department.   The  Office 
coordinates  development  of  the  Department's  legislative  program  in  cooperation  with  the  General 
Counsel,  and  oversees  the  progress  of  the  Department's  legislative  program  in  the  Congress, 
assisting  in  resolving  intra-departmental  policy  differences  and  differences  between  the 
Department  and  the  Office  of  Management  and  Budget  on  legislative  matters.   The  Office 
coordinates  policy  formulation  and  implementation,  and  serves  as  the  principal  contact  with  State 
and  local  governments,  as  well  as  public  interest  groups,  to  provide  information  regarding  the 
Department's  programs  and  initiatives. 

The  Office  of  Administrative  Law  Judges  contains  the  independent,  impartial  triers  of 
fact  in  on-the-record  hearings  similar  to  trial  judges  conducting  civil  trials  without  a  jury. 
Their  jurisdiction  includes  housing  discrimination  cases  arising  under  the  Fair  Housing 
Amendments  Act  of  1988;  civil  money  penalties  and  Mortgagee  Review  Board  cases  arising  under  the 
Department  of  Housing  and  Urban  Development  Reform  Act  of  1989;  fraud  cases  arising  under  the 
Program  Fraud  Civil  Remedies  Act;  statutory  and  regulatory  debarment  cases;  and  a  variety  of 
other  cases  arising  under  laws  and  regulations  providing  for  the  Secretary  or  an  administrotive 
law  judge  to  be  the  presiding  official.   Staffing  needs  in  1992  were  reduced  by  the  greater  than 
anticipated  lag  time  between  the  hiring  and  training  of  fair  housing  investigators  and  the 
completion  and  evaluation  of  legally  sufficient  final  investigative  reports  necessary  to  generate 
those  cases.   That  lag  time  should  gradually  be  reduced  due  to  a  redelegation  to  the  Field 
Offices  by  the  General  Counsel  of  authority  to  detemiine  reasonable  cause  to  issue  conplaints. 
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The  mJD  Board  of  Contract  Appeals,  pursuant  to  the  Contract  Disputes  Act  of  1978 
(P.L.  95-563),  acts  for  the  Secretary  as  an  independent  forum  for  hearings  and  for  the  issuance 
of  final  decisions  in  all  appeals  by  contractors  from  final  %n'itten  decisions  of  contracting 
officers.   The  decisions  of  the  Board  in  these  appeals  are  binding  on  the  Department  and  the 
contractor,  but  can  be  appealed  to  the  U.S.  Court  of  Appeals  for  the  Federal  Circuit.   In 
addition,  the  Board  hears  and  makes  determinations  on  behalf  of  the  Secretary  on  administrative 
appeals  relating  to  the  debarment  and  suspension  of  contractors.  Mortgagee  Review  Board 
decisions,  and  Departmental  actions  related  to  IRS  offsets  of  tax  refunds  of  individuals  indebted 
to  the  Department.   The  Board  has  the  flexibility  to  provide  either  a  full  trial  with  discovery, 
subpoenas,  and  formal  trial  procedures,  or  more  informal,  expedited  hearings  for  appellants  with 
small  claims  against  the  Department.   All  final  decisions  are  written,  and  more  than  half  of  the 
Board's  hearings  are  held  in  the  appellant's  city  to  accommodate  small  business  and  pro  se 
appellants. 


SUMMARY  OP  STAFFIHG  RBOniRBMEWTS  BY  GRADE  LEVEL 


The  following  table  provides  a  sunmary  of  the  distribution  of  full-time  permanent  staff 
by  grade  for  1992,  1993  and  1994.   All  staff  for  this  activity  are  located  in  Headquarters i 


GRADE 

EXECUTIVE  LEVEL  I 

BXECUTIVB  LEVEL  II 

EXECUTIVE  LEVEL  III 

EXBCurrvB  level  iv 

BS-6 

BS-S 

BS-4 

BS-3 

ES-2 

BS-1 

AL-2 

AL-3 

CA-1 

CA-2 

CA-3 

GS/GM-15 

GS/GM-14  

GS/GM-13  and  below 

Total  Full-Tlme  Permanent 

Full-Tijne  Equivalent  Bmploynent . . 


ACTUAL 
1992 


25 

1 

4 
109 
116 


ESTIMATE 

ESTIMATE 

1993 

1994 

1 

1 

■  •  • 

-  ■  > 

2 

3 

1 

2 

5 

•  •  • 

•  ■  • 

•  •  • 

1 

5 

1 

1 

1 

20 

25 

17 

17 

45 

106 

** 

110 

113 

111 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-time  equivalent  es^loyment  for  the 
organizations  within  Departmental  Management. 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


Immediate  Office  of  the  Secretary/ 
Deputy  Secretary 

Field  Management 

Indian  and  Alaska  Native  Programs  a/.... 

Small  and  Disadvantaged  Business 
Utilization 

Labor  Relations 

Public  Affairs 

Congressional  and  Intergovernmental 
Relations 

Administrative  Law  Judges 

HUD  Board  of  Contract  Appeals 

Total  Pull-Time  Equivalent  Boqployment . 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

27.4 

26. e 

28.0 

27.5 

-.5 

10.9 

12.9 

9.2 

9.0 

-.2 

1.1 

2.1 

... 

... 

... 

4.0 

4.1 

4.1 

4.0 

-.1 

6.3 

6.2 

6.1 

6.0 

-.1 

17.3 

18.8 

16.3 

16.0 

-.3 

32.2 

35.2 

31.1 

30.6 

-.5 

11.5 

17.4 

12.7 

12.5 

-.2 

5.3 
116.0 

6.5 
130.0 

5.5 
113.0 

5.4 
111.0 

-.1 
-2.0 

a/  Reflects  transfer  of  functions  of  Indian  and  Alaska  Native  Programs  from  the  Office  of 
the  Secretary  to  the  Office  of  Public  and  Indian  Housing  in  1993  as  required  by 
Section  902  of  the  Housing  and  Community  Development  Act  of  1992. 

The  difference  between  the  1993  Budget  staffing  estimate  and  the  1993  current  staffing 
estimate  for  the  Immediate  Office  of  the  Secretary  and  Deputy  Secretary  reflects  the  essential 
need  of  additional  support  staff  to  meet  the  demands  of  the  workload  relative  to  launching  new 
Initiatives  in  support  of  the  Secretary  and  the  Administration. 

The  decrease  of  2  FTE  in  1994  reflects  the  staffing  reduction  in  accordance  with  Executive 
Order  12839,  dated  February  10,  1993. 

CONTRACTS 

The  table  below  identifies  the  specific  contracts  unique  to  this  activity  and  is  followed  by 
a  brief  description  of  each  item. 


Data  and  Statistical  Services 

Technical  Services 

Training  Support,  Non-Federal  Employees 

Public  Information  Services 

Temporary  Employment  Services 

Total 16S 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

(Dollars  in 

Thousands ) 

... 

$25 

S25 

$25 

... 

$91 

71 

63 

63 

... 

25 

25 

25 

6 

258 

209 

208 

-1 

11 

125 

125 

... 

379 


446 


a.   Data  and  Statistical  Services 

For  1993  and  1994  this  includes  data  gathering  for  specialized  housing  progrona.  This 
contract  provides  for  outside  assistance  in  obtaining  architectural,  engineering  or  related 
studies  of  cost-efficient  housing  suitable  for  those  with  special  needs.  The  data  will  be  used 
to  prepare  recommendations  based  on  an  extensive  amount  of  research  required  to  obtain 
statistical  and  related  data  on  specialized  housing  and  coomunlty  development  programs. 
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b.  Technical  Services 

Data  services  provide  unportant  and  timely  information  and  assistance  to  senior  staff  in 
various  offices  such  asi   (1)  Public  Affairs — for  preparation  of  press  releases,  speeches, 
background  and  briefing  papers,  *op-ed*  pieces  and  other  written  material  produced  by  the  Office 
of  Public  Affairs;  (2)  HUD  Board  of  Contract  Appeals — to  enable  the  staff  to  conduct  legal 
research  in  the  most  cost  efficient  manner;  and  (3)  Office  of  the  Administrative  Law  Judges — for 
legal  research  to  assist  the  Department's  Administrative  Law  Judges  in  making  rulings  on  pending 
court  decisions. 

The  Office  of  Public  Affairs  must  provide  transcripts  and  electronic  duplicates  of 
media  appearances  by  the  Secretary,  senior  HUD  officials,  and  top  level  executives  of  the 
Administration  for  analysis,  and  review  by  program,  policy  and  Field  staff.   The  need  also  exists 
for  services  which  enable  the  office  to  conaunicate  using  current  electronic  technology.   In  an 
effort  to  provide  a  greater  measure  of  news  wire  access,  the  Office  has  expanded  coverage  to 
include  the  Federal  News  Service.   These  kinds  of  services  demand  expertise  in  technology  and 
constitute  a  special  requirement  for  contract  funds. 

Funds  are  also  used  to  cover  costs  of  the  Washington  Alert,  a  legislative  tracking 
service,  which  provides  the  Office  of  Congressional  and  Intergovernmental  Relations  with  the 
ability  to  more  effectively  track  legislation,  obtain  information  on  hearings,  mark-up  sessions, 
conferences  and  Floor  Action.   The  service  also  makes  available  up-to-date  vote  analysis  and 
member  profiles,  along  with  a  daily  summary  of  housing  issues  under  consideration  and  contained 
in  the  Congressional  Record. 

c.  Training  Support,  Hon-Federal  Employees 

In  1993  and  1994,  professional  services  are  needed  by  the  Office  of  Small  and 
Disadvantaged  Business  Utilization  (OSDBU)  to  provide  expert  support  for  outreach  on  behalf  of 
small,  minority  and  women  business  owners.   The  engagement  of  outside  contractual  services  will 
include,  but  not  be  limited  to,  conference  management,  development  and  dissemination  of 
materials,  and  other  logistical  assistance. 

d.  Public  Information  Services 

These  funds  are  to  provide  for  the  distribution  of  news  materials  to  media  outlets 
within  the  Mashington,  DC  metropolitan  area.   In  addition,  funds  will  provide  for  information 
outreach  to  the  public  with  respect  to  the  provisions  of  the  Fair  Housing  Amendments  of  1988. 
This  public  education  program  will  include  new  and  expanded  categories  of  discrimination, 
handicapped  and  familial  status. 

These  funds  also  provide  for  the  development  of  audio-visual,  print,  and  other 
connunication  materials  to  support  the  public  connunication  needs  of  the  Department.   The  funds 
are  administered  by  the  Office  of  Public  Affairs  in  consultation  with  the  program  offices.   The 
objective  is  to  coordinate  Departmental  communication  efforts  for  consistency  with  HUD  goals  and 
priorities,  to  ensure  thot  all  communication  efforts  are  coordinated  effectively,  and  to  make 
sure  that  the  vehicles  produced  reach  their  intended  audiences  with  relevant  and  useful 
information. 

e.  Temporary  Bmplovment  Services 

These  funds  are  required  to  provide  for  temporary  personnel  to  support  priority  tasks 
and  initiatives  in  the  Office  of  the  Secretary,  most  of  which  will  be  short-term  requirements  and 
result  in  the  need  for  highly  skilled  temporary  secretarial/clerical  support  in  1993  and  1994. 
Tasks  to  be  performed  will  include  typing,  computer  input,  %(ord  processing,  photocopying,  mail 
handling,  telephone  coverage,  and  various  other  related  clerical  functions. 
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DEPARTMENT  OP  BOOSING  AND  DRBAN  DSVBI/)PMENT 
LEAD-BASED  PAINT  AND  POISONING  PREVENTION 
LEAD-BASED  PAINT  HAZARD  REDUCTION  PROGRAM 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ENACTED 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1993 

1994 

1994  »8  1993 

Program  Level i 
Reservatione. 


$71,457 


(Dollars  in  Thousands) 

NA    $147,707     $100,000     -$47,707 


Budget  Authority 
(Appropriations) i 
Enacted  or  proposed  a/ 


$47,707 


+46,92S 


23,750   $100,000     100,000      100,000 

Outlays  a/ ...      10,000        NA     14,770      61,695 

a/   Included  within  the  Annual  Contributions  for  Assisted  Housing  account. 
SUMMARY  OF  BUDGET  ESTIMATES 

1.  SUMMARY  OF  BUDGET  REQUEST 

An  appropriation  of  $100  million  is  requested  for  grants  for  lead  abatement  and  other 
activities  intended  to  reduce  lead-based  paint  hazards  in  privately  owned  housing.   The  1994 
request  is  the  same  as  the  1993  appropriation  and  includes  set-asides  for  capacity-building 
activities  that  will  enhance  the  iiq>act  and  effectiveness  of  the  basic  grants. 

The  set-asides  include  $2  million  for  grants  and  contracts  for  technical  assistance  and 
evaluation;  $4  million  for  contracts  and  interagency  agreements  to  carryout  an  initiative  on 
encapsulant;  and  $4  million  for  grants,  contracts,  and  interagency  agreements  to  fund  efforts  to 
improve  the  technology  and  standards  for  lead-hazard  detection  and  reduction. 

2.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  $47.7  million  appropriation  was  projected  for  reservation  in  1992.   This  did  not 
occur  tiecause  of  the  difficulty  of  getting  the  new  program  started.   These  reservations  occurred 
in  early  1993  instead. 

3.  CHANGES  FROM  1993  BUDGET  ESTIMATES 

The  $23.75  million  appropriation  request  was  solely  for  lead-hazard  abatement  grants  to 
States  and  local  governments  whereas  the  $100  million  actually  appropriated  included  $90  million 
for  lead-hazard  reduction  grants  and  three  set-asidest   $2  million  for  technical  assistance; 
$3  million  for  assistance  to  State  certification  programs;  and  $5  million  for  research  and 
development. 

The  1993  appropriation  is  estimated  to  be  reserved  in  1993  along  with  the  carryover 
balance  of  $47.7  million  from  1992. 

EXPLANATION  OF  INCREASES  AND  DECREASES 

The  appropriation  request  for  fiscal  year  1994  of  $100  million  maintains  the  funding  level 
of  fiscal  year  1993.   Reservations  in  1994  are  estimated  at  $100  million. 

The  outlay  increase  of  $46.9  million  for  fiscal  year  1994  represents  the  acceleration  of 
program  activities  as  cumulative  obligations  increase,  and  as  grantees  move  beyond  their  grace 
period  for  implementing  a  certification  program  and  advance  into  the  actual  hazard-reduction 
wor)c. 

PROGRAM  DESCRIPTION  AND  ACTIVITY 

1.  Legislative  Authority.   The  1992  Appropriations  Act  (P.L.  102-139)  and  the  1993 
i4>proprlations  Act  (P.L.  102-389)  provided  the  initial  legislative  authority  for  the  Department's 
lead-hazard  reduction  activities  for  privately  owned  housing.   Subsequently,  the  Housing  and 
Community  Development  Act  of  1992  (P.L.  102-550)  provided  substantive  authorization,  under 
Title  X,  for  a  'Lead-Based  Paint  Hazard  Reduction*  program. 

2.  Lead-Based  Paint  Abatement  and  Poisoning  Prevention  Organization.   The  Director  of  the 
Office  of  Lead-Based  Paint  Abatement  and  Poisoning  Prevention  is  responsible  to  the  Secretary  for 
all  lead-based  paint  activities  of  the  Department  including  policy  development,  studies,  surveys, 
analyses,  testing,  standards  and  technology  development,  acceptance  and  certification  procedures, 
demonstrations,  pilot  operations,  and  the  development  of  training  curricula  to  achieve  the  lead- 
hazard  reduction  mission  of  the  Department.   This  Office  is  responsible  directly  for  the 
administration  of  the  Lead-Based  Paint  Hazard  Reduction  program  authorized  by  Title  X  of  the  BCD 
Act  of  1992. 
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Lead-Based  Paint  Hazard  Reduction  Proqram 


3.  Goals  of  the  Lead-Hazard  Heduct ion  Program.   The  direct  goal  of  the  lead-hazard 
reduction  program  is  to  encourage  and  facilitate  the  removal  or  reduction  of  lead-baeed  paint  and 
other  lead  hazards  from  the  nation's  housing,   The  policy  goal  of  the  program  is  to  reduce  the 
incidence  of  lead-based  paint  poisoning  among  the  nation's  children,  to  be  evidenced  by  a  decline 
in  the  number  of  children  showing  an  elevated  blood-lead  level  when  screened  for  lead. 

Traditionally,  housing  construction  and  rehabilitation  have  been  State  and  local 
processesi   locally  regulated,  locally  constructed,  and  locally  financed.   Until  recently,  with  a 
few  notable  exceptions,  there  has  been  relotively  little  attention  given  to  lead  hazards  by  State 
and  local  governments.   Much  of  the  HUD  effort  in  1992  and  1993  has  been  aimed  at  using  the 
leverage  of  grant  program  funding  to  provide  incentives  to  stimulate  greater  involvement  of 
States  and  local  governments. 

The  Federal  government  con  provide  leadership  and  incentives;  it  can  define  the  problem 
and  propose  solutions;  and  it  can  de  research  and  set  standards.   Ultimately,  however,  the 
strategies  and  methods  devised  must  be  applied  locally,  in  particular  coonunltles,  under  local 
oversight  for  safety  and  efficacy.   This  Budget  takes  iiqx>rtant  steps  towards  thot  Federal 
leadership  role. 

4.  Allocations.   Estimated  allocations  for  lead-hazard  reduction  BCtivlties  for  1992-1994 
are  shown  in  the  table  belowi 


CURSBHT 
ACTUAL   ESTIHATE 
1992      1993 


BSTIHATB 
1994 


(Dollars  in  Thousands) 


INCRBASB  -f 

DECREASE  - 

1994  vs  1993 


Category « 

A.  Grants  for  Private  Housing  Abatement 

B.  Capacity  Building 

1.  State  Certification  Grants 

2.  Technical  Assistance  and  Evaluation 

3.  Encapsulont  Initiative 

Subtotal 

C.  Technology  and  Standards 

Total 


$47,707    $90,000    $90,000 


47,707 


3,000 
2,000 

2,666 
4,000 

^;oo6 

5,000 

5,000 

4,000 

00,000 

100,000 

-$3,000 

♦4.666 

4-1,000 
-1,000 


Grants  for  Private  Housing  Abatement 
to  States  and  Local  Governments 


CtntRSaT  INCREASE  * 

ACTUAL   ESTIHATE  ESTIMATE    DECREASE  - 
1992      1993       1994     1994  vs  1993 

(Dollars  In  ThousanHs) 


$47,707    $90,000    $90,000 


This  Budget  requests  $90  million  for  grants  to  States  and  local  governments  with  an 
approved  Comprehensive  Housing  Af fordabllity  Strategy  to  fund  lead-hazard  reduction  activities  In 
private  low-income  rental  housing  and  private  low-  and  noderate-incone  homaownershlp  dwellings. 
The  amount  requested  maintains  the  level  oppr^riated  In  fiscal  year  1993. 

It  is  essential  to  a  comprehensive,  capacity-building  piogram  that  this  elenent  of 
the  program  continue  undiminished.   This  activity  will  begin  the  building  of  a  core  of  trained, 
experienced  contractors,  %n>rkers,  and  inspectors  in  each  State  It  affects.   There  were  ten 
grantees  (six  States,  three  cities  and,  one  county)  selected  for  award  under  the  fiscal  year  1992 
NOFA.   It  is  expected  that  the  fiscal  year  1993  appropriation  will  permit  at  least  twice  that 
number,  and  a  li)ce  number  for  the  proposed  fiscal  year  1994  funding.   Thus,  by  the  end  of  fiscal 
year  1994,  HUD  should  have  50  or  more  grantees  spread  across  the  country  In  the  active 
development  of  that  base  of  experienced  workers. 

Equally  ljq»rtant,  the  funding  of  these  grants  provides  a  vary  powerful  stimulus  for 
Inducing  States  to  cooalt  to  the  Lead-Based  Paint  Certification  program  under  davelopoMnt  by  the 
EnvlroniMntal  Protection  Agency.   In  each  round.  States  that  do  not  have  a  certification  program 
In  place  ore  allowed  to  coopete  for  funds  if  they  provide  letters  of  Intent  from  the  Governor  and 
a  responsible  person  in  the  State's  legislature  pledging  to  enact  legislation  and  establish  a 
program  within  a  stated  time-period.   If  their  proposal  otherwise  merits  an  award,  they  receive 
conditional  grants  and  small  advances  to  assist  the  establlshaent  of  the  certification  prograa. 
The  bulk  of  the  conditional  grant  funds  will  be  released  upon  fulfillaent  of  the  pledges. 
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In  the  first  round,  roughly  30  States  were  represented  among  the  applicants  (either 
States  applying  directly  or  applicant  communities  within  States).   All  applicants  provided  the 
requested  letters  pledging  intent.   The  Department  is  very  encouraged  by  that  response  to  the 
incentive  strategy  and  expects  that  those  not  receiving  awards  in  the  first  round  will  reapply  in 
the  second  round.   In  the  meanwhile.  States  are  expected  to  continue  to  pursue  the  establishment 
of  a  certification  program. 


ACTUAL 
1992 

CURRENT 

ESTIMATE 

1993 

ESTIMATE 
1994     1 

IH( 
DEI 

.994 

Is) 

:rease  + 
:rease  - 

vs  1993 

(Dollars 

in  Thousanc 

$5,000 

$6,000 

+$1,000 

... 

3,000 
2,000 

2,000 
4,000 

-3,000 

+4,666 

B .   Capacity  Building 

1.  State  Certification  Grants 

2.  Technical  Assistance  and  Evaluation 

3.  Encapsulant  Initiative 

B.l .    State  Certification  Grants 

In  fiscal  year  1993,  HUD  issued  a  combined  Notification  of  Funding  Availability 
(NOFA)  for  abatement  grants  to  States  and  local  governments  ($90  million)  and  for  grants  to  State 
governments  ($3  million)  to  assist  them  to  establish  Certification  Programs  to  regulate 
contractors,  worlcers,  and  inspectors  engaged  in  lead  hazard  detection  and  reduction  activities. 
Both  of  these  grant  program  were  authorized  under  Section  1011  of  Title  X  of  the  Housing  and 
Community  Development  Act  of  1992  (P.L.  109-550).   Subsection  lOll(m)  directed  HUD  to  issue  a 
NOFA  for  both  activities  by  early  1993. 

HUD  has  complied  with  that  direction.   In  the  development  of  the  Category  B.l  grants 
for  assistance  to  States  establishing  Certification  Programs,  HUD  worjced  very  closely  with  the 
Environmental  Protection  Agency  (EPA),  which  has  the  primary  responsibility  for  developing  and 
enforcing  the  State  Certification  Program.   HUD's  fiscal  year  1993  NOFA  reflects  that 
collaboration  between  HUD  and  EPA,  and  creates  the  incentives  to  help  direct  States  towards 
compliance  with  the  program  standards  EPA  is  establishing  in  this  field. 

Section  1021,  Title  X,  of  the  HCD  Act  of  1992  amended  the  Toxic  Substances  Control 
Act  by  adding  a  new  Title  IV.   Section  404(g)  of  that  title  authorizes  EPA  to  ma)ce  grants  to 
assist  States  to  establish  Certification  programs  that  comply  with  EPA's  national  program.   In 
fiscal  year  1993,  the  passage  of  Title  X  followed  the  fiscal  year  1993  Appropriations  Act  for  EPA 
and  HUD,  and  there  was  no  opportunity  to  fund  EPA  under  Section  404(g).   For  1994,  EPA  is 
requesting  $10  million  for  Section  404(g)  certification  programs.  Accordingly,  HUD  is  not 
proposing  any  funding  for  State  certification  grants  in  1994. 

B.2.    Technical  Assistance  and  Evaluation 

In  fiscal  year  1993  under  this  funding  activity,  HUD  was  directed  to  ma)ce  a  grant  to 
the  then  newly  formed  National  Center  for  Lead-Safe  Housing.   HUD  has  complied  with  that 
direction.   It  has  made  a  grant  to  the  Center  to  conduct  a  4-year  technical  assistance  and 
evaluation  program  focussed  on  the  ten  State  and  local  government  grantees,  which  will  be 
conducting  lead-hazard  reduction  activities  under  the  fiscal  year  1992  funding  for  this  purpose. 
The  Center  has  assembled  a  very  strong  team  of  experts  with  experience  in  local  abatement 
efforts,  the  health  sciences,  and  university  lead-based  paint  research  and  training  initiatives. 
HUD  proposes  in  fiscal  year  1994  to  provide  additional  funding,  under  this  line  item,  to  support 
that  4-year  effort,  and  to  add  additional  communities  among  the  awardees  of  HUD's  grants  to 
States  and  local  governments  for  lead  abatement  programs.   The  additional  evaluation  work  will 
focus  on  lead-reduction  innovations  not  offered  among  the  fiscal  year  1992  awardees,  and  in 
adding  additional  dwellings  for  review  that  had  abatement  alternatives  that  were 
under-represented  in  the  1992  grant  communities. 

In  addition,  the  National  Center  will  offer  the  same  kinds  of  technical  assistance 
to  fiscal  year  1993  abatement  awardees  as  offered  to  fiscal  year  1992  awardees,  to  help  assure 
that  lead-based  paint  testing  and  hazard  reduction  work  is  properly  conducted. 

In  fiscal  year  1993,  HUD  also  made  an  award  under  this  line  item  to  the  Centers  for 
Disease  Control  (CDC)  to  review  the  Public  and  Indian  Housing  initiative  on  Risk  Assessment  and 
Interim  Controls.   The  purpose  of  the  study  is  to  review  whether  the  Risk  Assessment  san^ling 
protocols  are  appropriate  for  the  purpose  they  serve.   In  fiscal  year  1994,  HUD  proposes  to 
augment  its  funding  to  CDC  to  continue  this  review  and  to  provide  any  needed  medical  oversight  to 
the  Public  and  Indian  Housing  lead-abatement  efforts  under  the  Comprehensive  Modernization 
initiative. 

B.3.    Encapsulant  Initiative 

In  1994  HUD  proposes  an  initiative  to  stimulate  competitive  improvements  in  the 
quality  and  acceptability  of  encapsulant  for  use  in  lead-based  paint  hazard  reduction  work. 
Specifically,  the  Department  proposes  $4  million  for  contracts,  grants,  and  interagency 
agreements  that  will  complete  work  on  the  development  of  a  national  standard  for  the  testing  and 
acceptance  of  encapsulant,  and  that  will  demonstrate  the  utility  of  that  standard  by  a 
large-scale  use-test  of  encapsulant  found  acceptable  under  the  standard. 
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Encapsulant  offers  great  but  unfulfilled  promise  among  the  alternatives  for 
lead-based  paint  hazard  reduction.   On  the  one  hand,  encapsulant  were  found  to  be  the  least 
costly  among  the  several  abatement  techniques  tested  in  HUD's  Lead-Based  Paint  Abatement 
Demonstration  of  FHA  properties.   On  the  other  hand,  no  existing  encapsulant  has  been  found  by 
the  Federal  Government  to  be  acceptable  for  use  in  Federally  funded  lead-based  paint  hazard 
reduction  projects.   Encapsulant  are  described  as  possible  abatement  alternatives  in  HUD's 
Lead-Based  Paint  Interim  Guidelines  for  Hazard  Identification  and  Abatement  in  Public  and  Indian 
Housing,  but  it  is  left  to  the  local  Public  Housing  Authority  and  its  design  professional  to 
determine  whether  particular  products  meet  satisfactory  standards  for  substrate  adherence, 
safety,  wear  resistance,  and  durability. 

In  current  usage,  encapsulant  are  limited  to  liquid  and  semi-liquid  products  that 
are  applied  to  a  substrate,  with  or  without  reinforcing.   They  dry  to  a  film,  or  are  applied  as  a 
film  or  flexible  sheet,  and  they  are  durable,  abrasion  resistant,  impact  resistant,  and  add  no 
new  toxicant  to  the  dwelling.   (HUD  currently  uses  the  term  "enclosure"  for  rigid,  durable 
products,  such  as  gypsum  board,  panelling,  or  metals  that  are  used  to  provide  a  permanent  cover 
to  lead-based  paint  surfaces.) 

what  has  been  lacking  is  an  appropriate  performance  standard,  with  associated 
confirmatory  testing  protocols,  against  which  to  judge  particular  products  for  particular  uses. 
During  fiscal  years  1992  and  1993,  HUD  has  sponsored  research  and  standard  setting  activities  to 
fill  that  gap.   By  the  end  of  1993  HUD,  in  cooperation  with  the  National  Institutes  of  Standards 
and  Technology  (HIST)  and  the  American  Society  for  Testing  and  Materials  (ASTM),  will  have  a 
standard  for  use  in  lead-hazard  reduction  work. 

The  standard  will  enable  us  to  judge  that  a  product  is  resistant  to  impact, 
abrasion,  ultraviolet  light  and  other  aging,  that  the  product  adheres  to  different  substrates, 
and  that  it  does  not  itself  introduce  any  new  toxicant  to  the  dwelling.   The  standard  will  lack  a 
definitive  measure  for  absolute  product  life  in  use,  which  will  have  to  await  much  longer  testing 
procedures.   It  will  however,  have  testing  protocols  for  relative  product  life,  based  on 
simulations  of  aging  and  accelerated  use  testing.   These  will  be  able  to  distinguish  between 
longer  and  shorter  lived  products,  and  to  eliminate  those  products  not  having  an  acceptable 
product  life. 

The  standard  will  permit  Federal  acceptance  of  products  intended  for  use  in  an 
interim  control  hazard  reduction  strategy,  and  for  alternative  strategies  aimed  at  hazard  control 
over  intermediate  periods  up  to  perhaps  seven  years.   Although  that  limits,  for  now,  the  number 
and  kinds  of  dwellings  in  which  encapsulant  may  be  used,  it  also  opens  them  to  use  a  substantial 
number  of  dwellings,  for  which  up  to  now  they  had  not  yet  been  found  acceptable. 

The  promise  of  cost  savings  is  considerable,  even  for  the  limited  subset  of  housing 
units  this  standard  will  address.   The  FHA  demonstration  showed  that  encapsulant,  if  found 
acceptable,  could  offer  savings  of  up  to  half,  over  other  methods,  for  the  part  of  the  work  to  be 
encapsulated.   That  does  not  argue  the  total  cost  would  be  reduced  by  half,  because  there  are 
associated  hazard  reduction  costs,  such  as  testing  and  relocation  that  are  in  addition  to  direct 
abatement  costs,  and  because  some  building  elements  receive  other  abatement  treatments,  such  as 
window  replacement,  that  would  not  be  any  less  costly. 

When  the  interim  standard  is  published,  HUD  will  develop  and  issue  a  Request  for 
Proposal  calling  for  a  sizable  purchase  of  the  encapsulant  from  the  lowest  cost  two  to  five 
responsible  bidders  that  meet  the  new  standard.   Cost  would  be  based  on  direct  material  price 
bids,  and  credible  estimates  of  application  costs.   The  Request  for  Proposal  would  provide  for 
independent  testing  of  the  submitted  products  under  supervision  by  HUD,  EPA  and  the  National 
Institutes  of  Standard  and  Technology.   HUD  would  issue  purchase  contracts  to  each  winning 
applicant  for  a  two-to-four  thousand  dwelling  unit  quantity  of  encapsulant. 

The  HUD-purchased  encapsulant  would  then  be  made  available  without  charge  through 
grants  to  Public  Housing  Authorities  conducting  lead-based  paint  hazard  reduction  activities 
under  Comprehensive  Hodernizatlon  funds,  and  HUD  grantee's  in  the  State  and  local  government 
abatement  grant  program.   The  grants  would  be  made  on  a  first-come,  first-serve  basis,  but  with 
some  limits  on  quantities  to  assure  a  broad  representation  of  climate  and  dwelling  condition,  and 
with  some  nodest  reporting  requirements  on  cost  of  application,  ease  of  use,  and  longevity.   The 
purpose  would  be  two- fold:   (1)  to  establish  actual,  in-use  costs  for  the  products;  and  (2)  to 
obtain  longevity  data  to  help  establish  whether  some  encapsulant  may  later  be  accepted  for 
longer-term  hazard-reduction  strategies. 
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CURRENT  INCREASE  + 

ACTUAL     ESTIMATE  ESTIMATE      DECREASE  - 

1992       1993  1994      1994  VB  1993 

(Dollars  in  Thousands) 

C.  tachnology  and  Standards ...      $S,000        $4,000       -$1,000 

In  fiscal  year  1993,  HUD  initiated  a  series  of  funding  awards  addressing  the 
research  and  evaluation  agenda  listed  in  Sections  1051,  10S2  and  10S3  of  Title  X.   HUD  made 
awards  toi   (1)  revise  the  HUD  Guidelines  for  the  Lead-Based  Paint  Hazard  Evaluation  and 
Reduction;  (2)  to  support  research  on  lead-based  paint  hazards  in  ductworlc  and  carpeting;  (3)  to 
support  research  in  the  development  of  ASTM  standards  for  encapsulant,  for  field  lead-detection 
equipment  (XRFs),  and  for  several  lead-hazard  reduction  activities;  (4)  to  compare  dust-wipe 
testing  and  vacuum  dust  testing;  (5)  to  support  the  EPA  Hotline  and  Clearing  House  for  answering 
public  Inquiries  on  lead  hazards;  (6)  to  establish  an  enpirical  correlation  between  blood-lead 
levels  and  dust-lead  levels;  and  (7)  to  support  certain  research  elements  under  the  National 
Center  for  Lead-Safe  Housing's  Grant  that  were  needed  to  complement  the  evaluation  of  the  State 
and  local  government  abatement  grants.   (Some  of  these  awards  were  made  under  the  set-aside  of 
$500  thousand  In  HUD's  Research  and  Technology  line  item.) 

In  fiscal  year  1994,  HUD  proposes  to  continue  work  on  this  research  and  evaluation 
agenda.   Because  a  number  of  elements  in  the  research  program,  such  as  the  establishment  of 
health-based  standards  for  lead-paint  hazards,  lead-dust  hazards,  and  lead-soil  hazards  have  been 
specifically  assigned  to  and  funded  under  the  EPA  appropriation,  this  function  has  been 
moderately  reduced.   This  reduction  does  not  represent  an  overall  reduction  in  the  level  of 
effort.   It  is  a  recognition  of  a  shared  research  effort  with  EPA.   Close  cooperation  between  the 
t%(o  agencies  will  continue  to  assure  that  the  research  serves  both  Agencies'  missions  equally 
well. 
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SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  coneolidated  dlEcusslon  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shovm  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of. 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  three  fiscal  years — 
1992,  1993  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  8:   OFFICE  OF  LEAD-BASED  PAINT  ABATEMENT  AND  POISONING  PREVENTION 

ACTIVITY  HIGHLIGHTS 

BUDGET    CURRENT  INCREASE  + 

ACTUAL    ESTIMATE   ESTIMATE   ESTIMATE   DECREASE  - 
1992       1993       1993       1994    1994  vs  1993 
(Dollars  in  Thousands) 

Total  Budget  Activity $1,069     $1,434     $1,528     $1,759       +S231 

Pull-Time  Permanent  Appointments, 
End  of  Year 19       20         22        23         +1 

Full-Time  Equivalent  Employment 15       20         21        23         +2 

NOTEi   Full-time  permanent  positions  are  estimates  based  on  a  calculation  of  the 

permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Office  has  primary  responsibility  for  the  lead-based  paint  activities  of  the 
Department  and  is  responsible  directly  for  the  administration  of  the  Lead-Based  Paint  Hazard 
Reduction  program  authorized  by  Title  X  of  the  Housing  and  Community  Development  Act  of  1992. 
The  Office  develops  lead-based  paint  regulations,  guidelines,  and  policies  applicable  to  HUD 
programs,  designs  lead-based  paint  training  programs,  administers  lead-based  paint  abatement 
programs,  and  helps  shape  the  lead-based  paint  research  program.   Additionally,  the  Office 
undertakes  an  ongoing  program  of  information  dissemination  on  lead-based  paint  matters  and  serves 
as  the  Department's  central  information  source  for  the  Secretary,  the  Congress,  and  the  public  on 
this  topic. 

The  Office  coordinates  its  activities  with  the  Office  of  Policy  Development  and  Research 
and  other  program  offices.   It  also  has  responsibility  for  providing  oversight  and  functional 
supervision  of  lead-based  paint  specialists  in  HUD  Regional  and  Field  Offices.   The  Office 
represents  HUD  on  interagency  lead-based  paint  committees  and  has  responsibility  for  other 
aspects  of  interagency  coordination  on  lead-based  paint  matters  involving  the  Department. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1992,  1993  and  1994.   All  staff  for  this  activity  are  located  in  Headquarters. 


GRADE 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


Executive  Level  V 

Executive  Level  IV 

Executive  Level  I 

GS/GM-IS 

GS/GM-14  

GS/GH-13  and  below 

Total  Full-Time  Permanent  Appointments. 
Pull-Time  Equivalent  Employment 


3 

3 

3 

5 

S 

5 

10 
19 

13 
22 

14 
23 

15 

21 

23 
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Budget  Activity  8:  Lead-Based  Paint  Abaf — nt  and  Folaonlng  Prevention 


BXPLMIATIOW  OF  SliirFIIIG  B«QOIIIBIgllTS 

The  following  table  Indlcatea  the  dlatrlbutlon  of  full-tljae  equivalent  (FTB)  eavloyasnt  for 
the  organizations  within  the  Office  of  Lead-Based  Paint  Abataasnt  and  Polaonlng  Prevention. 


BUOGBT 

CURRUIT 

MCRBASB  -f 

ACnAL 

BSTIHATB 

BSTIHATB 

BSTIHATB 

DBCRBASB  - 

1992 

1993 

1993 

1994 

1994  VB  1993 

3 

4 

7 

7 

♦1 

8 

8 

♦  1 

15 

20 

21 

23 

♦2 

Office  of  the  Director 

Planning  and  Standards 

Prograni  Management 

Administrative  Staff 

Total  Full-Tine  Bqulvalent  Bqployaent. 


The  staffing  level  proposed  for  1994  is  23  FTB,  an  Increase  of  2  FTB  above  the  1993  current 
estimate  of  21  FTB.   Staff  activities  will  be  focused  on  the  following! 

—  continued  management  of  lead-abatement  granta  awarded  in  1992  and  1993; 

selection,  negotiation,  and  management  of  new  lead-abateawnt  granta  to  be  awarded  in 
1994; 

—  provision  of  consumer  information  and  education  on  the  hazards  of  lead-based  paint 
in  the  nation 'a  housing; 

—  cooperation  with  other  Federal  agenciea  having  a  conplesnntary  role  In  lead-hazard 
reduction; 

coordination  of  all  of  the  Department's  activities  in  lead-haiard  reduction; 

—  management  of  the  research  and  evaluation  activities  of  HUD  that  relate  to  lead 
hazards; 

—  management  of  the  set-aside  activities  for  technical  assistance,  State  certification, 
and  cooperative  studies  with  other  Federal  agencies;  and 

staffing  the  responses  and  briefing  material  for  all  Congressional  and  other  public 
enquiries  relating  to  lead-based  paint  activities  of  the  Department. 
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The  conGOlidated  discusBlon  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown 
in  Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing 
and  administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992, 
1993  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  9:   GENERAL  COUMSEL 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  V6  1993 

(Dollars  in  Thousands) 

>17,292 

$19,625 

$18,873 

$17,977 

-S896 

209 

22S 

199 

198 

-1 

217 

228 

203 

202 

-1 

Total  Budget  Activity 

Full-Time  Permanent 

Appointments,  End  of 

Year 

Full-Time  Equivalent 

Employment 

NOTE:  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  General  Counsel,  as  the  chief  legal  officer  of  the  Department,  is  the  legal  advisor 
to  the  Secretary  and  other  principal  staff  of  the  Department.   It  is  the  responsibility  of  the 
General  Counsel  and  staff  to  provide  legal  opinions,  advice  and  services  with  respect  to  all 
programs  and  activities  and  to  provide  counsel  and  assistance  in  the  development  of  the 
Department's  programs  and  policies. 

2.  WORKLOAD 


The  principal  workload  of  the  Office  of  General  Counsel  (OGC)  consists  of  providing 
advice  to  program  managers;  preparing  memoranda  on  legal  problems  arising  under  HUD  programs; 
representing  the  Department  in  litigation  and  administrative  hearings;  drafting  and  reviewing 
regulations;  and  drafting,  reviewing  and  clearing  legislation  and  legislative  materials. 

3.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  the  grades  for  the  staff  in 
this  activity  for  1992,  1993,  and  1994.   All  staff  for  this  activity  are  in  Headquarters: 


1992 


Executive  Level  IV 

ES-5 

ES-4 

ES-3 

GS/GM-IS 

GS/GM-14 

GS/GM-13  and  Below 

Total,  Full-Time  Permanent 

Full-Time  Equivalent  Employment. 


1993 


1 

1 

2 

2 

5 

6 

1 

- 

66 

65 

47 

66 

87 
209 

59 
199 

217 

203 

1994 

1 
2 
6 

62 
63 
64 

198 
202 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  work  of  the  proposed  1994  legal  staff  will  be  prioritized  to  support  the  increased  legal 
workload  generated  by  enactment  and  ijsplementation  of  the  Fair  Housing  Amendments  of  1988,  the 
HDD  Reform  Act  of  1989,  the  Cranston-Gonzalez  National  Affordable  Housing  Act  of  1990,  and  the 
Housing  and  Community  Development  Act  of  1992. 


The  following  table  indicates  the  distribution  of  full-til 
Office  of  General  Counsel. 


equivalent  en^loyment  in  the 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

6 

8 

S 

5 

... 

12 

12 

11 

11 

... 

39 

43 

37 

36 

-1 

26 

27 

25 

25 

... 

49 

51 

47 

47 

... 

37 

39 

34 

34 

.  .  . 

21 

21 

18 

18 

... 

27 

27 

26 

26 

... 

217 

228 

203 

202 

-1 

Immediate  Office 

Office  of  Deputy  General 

Counsel  (Operations) 

Office  of  Equal  Opportunity  and 

Administrative  Law 

Office  of  Assisted  Housing  and 

Community  Development 

Office  of  Insured  Housing  and 

Finance 

Office  of  Program  Enforcement.. 

Office  of  Litigation 

Office  of  Legislation  and 

Regulations 

Total,  Full-Time  Equivalent 
Employment 

The  staff  will  begin  to  address  the  requirements  of  the  Housing  and  Community  Development 
Act  of  1992  concerning  Federal  Housing  Enterprises  oversight,  the  concerns  of  the  Judiciary 
Committee  with  respect  to  Fair  Housing  enforcement  workload,  and  the  requirements  of  the  Federal 
Housing  Enterprises  Financial  Safety  and  Soundness  Act  of  1992  and  the  Fair  Housing  Amendments. 

1.   IMMEDIATE  OFFICE  OF  GENERAL  COUNSEL 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent 
Employment 


8 


The  Office  of  General  Counsel  is  responsible  for  providing  all  legal  advice  and  service 
necessary  at  the  Headquarters  level  for  the  formulation,  implementation  and  operation  of 
Departmental  programs  and  administrative  management.   The  General  Counsel  also  provides 
professional  supervision  to  the  staff  and  functions  of  the  legal  offices  of  the  Department  in  the 
Field.   The  Immediate  Office  is  professionally  staffed  by  the  General  Counsel,  a  Principal  Deputy 
General  Counsel,  and  a  Deputy  General  Counsel. 

2.   OFFICE  OF  DEPUTY  GENERAL  COUNSEL  (OPERATIONS) 


Fuli-Time  Equivalent 
Employment 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

12 


12 


11 


The  Office  of  Deputy  General  Counsel  (Operations)  provides  day-to-day  operational 
guidance  to  OGC  and  Field  Operations  with  respect  to  all  administrative,  management  and 
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organizational  issues,  including  all  personnel,  staffing,  budget,  training  and  travel  activities, 
as  well  as  the  development  of  computerized  systems  and  facilities.   The  Deputy  for  Operations 
will  also  represent  the  General  Counsel  at  all  levels  in  and  out  of  the  Department  and  act  in  the 
absence  of  the  General  Counsel  and  the  Principal  Deputy  in  the  Immediate  Office.   The  Office 
includes  the  Administrative  Services  Staff  and  the  Field  and  Management  Operations  Staff. 

3.   OFFICE  OF  EQUAL  OPPORTUNITY  AND  ADMINISTRATIVE  LAW 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent 
Employment 39        44         37         36  -1 

This  Office  consists  of  the  Administrative  Law  Division,  the  Fair  Housing  Division,  and 
the  Personnel  and  Ethics  Law  Division.   The  1994  staffing  level  is  being  reduced  by  1  FTE  in 
accordance  with  Executive  Order  12839. 

Administrative  Law  Division.   The  Administrative  Law  Division  provides  legal  advice 
concerning  the  Department's  regulation  of  the  Federal  National  Mortgage  Association  (FNMA)  and 
the  Federal  Home  Loan  Mortgage  Corporation  (FHLMC),  including  developing  regulatory  and 
legislative  initiatives  for  regulation  of  these  enterprises.   This  Division  provides  legal  advice 
concerning  the  Secretary's  involvement  with  entities  created  under  the  Financial  Institution 
Reform,  Recovery  and  Enforcement  Act  of  1989,  as  amended,  (FIRREA),  including  the  Federal  Housing 
Finance  Board,  the  Thrift  Depositor  Oversight  Board  and  the  Resolution  Trust  Corporation.   The 
Division  also  provides  necessary  legal  advice  and  assistance  to  HUD's  Lead-Based  Paint  Office; 
legal  advice  in  Federal  procurement  and  grant  law;  and  represents  the  Department  in  bid  protests 
before  the  Comptroller  General  and  the  General  Services  Administration  Board  of  Contract  Appeals 
and,  in  contract  disputes,  before  the  U.S.  Claims  Court.   In  addition,  the  Division  provides 
legal  advice  and  assistance  concerning  the  Real  Estate  Settlement  Procedures  Act  (RESPA),  the 
Davis  Bacon  Act,  the  National  Environmental  Policy  Act  (NEPA),  the  Privacy  Act  of  1974,  the 
Federal  Manager's  Financial  Integrity  Act  (FMFIA),  the  Federal  Tort  Claims  Act  (FTCA),  and  the 
Military  Personnel  and  Civilian  Employees'  Compensation  Act  (MPCEA).   The  Division  is  responsible 
also  for  all  HUD  delegations  of  authority,  staff  work  for  the  Secretary's  review  of 
Administrative  Law  Judge  decisions,  and  general  administrative  law  matters.   Finally,  the 
Division  provides  legal  advice  to  the  Interagency  Council  on  the  Homeless. 

This  Division  has  experienced  a  100-150  percent  increase  in  its  legal  workload.   The 
recently  enacted  Government-sponsored  enterprise  legislation  includes  significant  changes  in 
HUD'S  oversight  functions  for  FNMA  and  FHLMC.   The  Act  increases  the  Secretary's  responsibilities 
for  program  regulation  and  for  establishment,  monitoring  and  enforcement  of  low-  and  moderate- 
income,  central  cities  and  special  affordable  housing  goals  and  fair  housing  requirements.   The 
Secretary's  responsibilities — for  regulation  of  fair  housing  requirements,  requirements  for 
housing  goals  and  approval  of  new  programs — will  require  the  drafting  of  regulations.   At  the 
same  time,  the  Secretary's  monitoring  and  enforcement  responsibilities  will  also  require 
considerable  legal  support. 

Additionally,  the  Department  has  recently  promulgated  final  regulations  under  RESPA. 
More  RESPA  regulations  are  pending  respecting  escrow  accounts  and  the  Federal  Housing  Enterprises 
Financial  Safety  and  Soundness  Act  of  1992 's   requirements  extending  regulatory  coverage  to  home 
equity  loans  and  other  second  liens  on  property.   These  new  provisions  are  causing  an  extremely 
dramatic  increase  in  the  need  for  legal  advice  to  program  officials  and  to  the  public.   The  New 
Act  also  considerably  expanded  HUD's  responsibilities  respecting  lead-based  paint  poisoning 
prevention  and  abatement;  these  requirements  necessitate  new  regulations  and  substantial 
revisions  to  all  relevant  HUD  program  regulations.   Finally,  because  of  current  economic 
conditions  and  a  shift  in  responsibility  for  contracting  to  HUD  Field  Offices,  which  have  less 
contracting  experience,  there  has  been  and  will  continue  to  be  a  significant  increase  in  bid 
protests  filed  against  the  Department  before  the  General  Accounting  Office  and  the  General 
Services  Board  of  Contract  Appeals  necessitating  additional  legal  assistance. 
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Fair  Housing  Division.   The  Fair  HouBing  Division  provides  legal  advice  and  guidance  to 
the  Assistant  Secretary  for  Fair  Housing  and  Equal  Opportunity  on  civil  rights  requirements  that 
apply  to  Departmental  programs  and  activities  (approximately  20  percent  of  the  Division's  time). 
These  requirements  arise  under  several  civil  rights  laws,  including  Title  VI  of  the  Civil  Rights 
Act  of  1964,  the  Fair  Housing  Act,  Section  S04  of  the  Rehabilitation  Act  of  1974,  the  Americans 
with  Disabilities  Act,  and  the  Age  Discrimination  Act.   The  Division  also  works  with  the 
Assistant  Secretaries  for  Housing  and  Community  Planning  and  Development  in  developing  procedures 
for  assuring  that  housing  and  community  development  activities  promote  the  achievement  of  the 
goal  of  fair  housing  (approximately  IS  percent  of  the  Division's  time).   The  Fair  Housing 
Division  is  responsible  for  the  initiation  and  conduct  of  formal  administrative  enforcement 
proceedings  under  the  Fair  Housing  Act  as  it  was  revised  in  1988.   The  enforcement  matters 
handled  by  this  Office  include  cases  involving  complex  factual  issues  and  novel  legal  questions 
(approximately  45  percent  of  the  Division's  time).   The  Division  also  conducts  legal  analyses 
involving  the  substantial  equivalency  of  proposed  and  enacted  State  fair  housing  laws,  and  the 
review  of  legal  analyses  of  local  fair  housing  ordinances  which  have  been  drafted  by  HOD  Regional 
Counsel  (approximately  20  percent  of  the  Division's  time). 

This  Division  anticipates  handling  a  30  percent  increase  in  its  Title  VIII  caseload 
resulting  from  the  failure  of  many  states  and  localities  to  achieve  substantial  equivalency 
certification.   When  Congress  expanded  the  coverage  and  strengthened  the  penalties  for 
discrimination  in  housing  in  1988,  it  directed  the  Department  to  continue  to  defer  cases  for  a 
period  of  up  to  48  months  after  the  enactment  of  the  new  law  to  the  36  States  and  86  localities 
that  had  been  found  to  be  substantially  equivalent  to  the  1968  Fair  Housing  Act.   As  a  result, 
agencies  from  the  States  and  localities  "grandfathered"  under  the  law  have  processed  more  than 
40  percent  of  all  cases  fUed  (i.e.,  more  than  3,000  complaints  in  1991).   Since  1988,  the 
Department  has  provided  legal  and  technical  assistance  to  States  and  localities  on  the  revisions 
in  the  Federal  Fair  Housing  Act  and  the  nature  of  changes  that  should  be  adopted  in  State  and 
local  laws  in  order  to  maintain  their  equivalent  status  and  the  Office  of  General  Counsel  has 
conducted  120  reviews  of  proposed  or  enacted  legislation.   Despite  these  efforts,  only  14  States 
and  12  localities  were  certified  when  the  grandfathered  period  ended  on  September  13,  1992.    As 
a  result,  the  enforcement  caseload  will  dramatically  increase  in  1993  and  1994  since  HUD  will  now 
have  to  first  investigate  most  of  the  cases  that  were  formerly  referred  to  the  grandfathered 
agencies,  and  then  commence  enforcement  proceedings  where  violations  are  found. 

This  Division  expects  substantial  increases  in  the  processing  of  requests  for  the 
issuance  of  Temporary  Restraining  Orders  (TROs)  in  fair  housing  cases  and  anticipates  having  to 
conduct  legal  reviews  of  approximately  2,500  determinations  of  no  reasonable  cause  Issued  by  HUD 
under  the  Fair  Housing  Amendment.   The  review  of  determinations  will  result  in  the  issuance  of 
approximately  50  reasonable  cause  determinations  which  will  be  followed  by  formal  administrative 
hearings  for  20  percent  of  those  additional  reasonable  cause  cases. 

Personnel  and  Ethics  Law  Division.   The  Personnel  and  Ethics  Law  Division  is  responsible 
for  conducting  all  Headquarters  administrative  litigation  actions  involving  the  Merit  Systems 
Protection  Board,  Federal  Labor  Relations  Authority,  and  the  Equal  Employment  Opportunity 
Commission.   These  proceedings  involve  personnel  related  subject  matter  (e.g.,  adverse  actions, 
travel,  compensation  and  garnishments,  and  employee  suspensions  and  removals),  Federal  sector 
labor  law,  claims  of  employment  discrimination  and  assisting  the  Department  of  Justice  in  such 
cases  in  Federal  court.   In  addition,  this  Division  is  responsible  for  providing  legal  advice  and 
policy  guidance  on  the  Department's  Standards  of  Conduct  regulations,  including  review  of 
confidential  financial  disclosure  reports,  outside  en^loyment  activities  and  advising  employees 
on  ethics  in  government  policies,  possible  conflicts  of  interest  matters  and  actions  arising 
under  the  Hatch  Act  and  Advisory  Committee  Act.   The  Division  is  also  responsible  for  handling 
OGC  responsibilities  relating  to  the  Freedom  of  Information  Act  (FOIA),  the  Intergovernmental 
Personnel  Act,  Executive  Order  12674 — Principals  of  Ethical  Conduct  for  Government  Officers  and 
Employees  and  particular  uses  of  appropriated  funds  under  the  Appropriations  Acts  and  Comptroller 
General  rulings. 


487 


Salaries  and  ExpenseB,  Housing  and  Urban  Development 
Budget  Activity  9:   General  Counsel 


4.   OFFICE  OF  ASSISTED  HOUSING  AND  COMMUNITY  DEVELOPMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent 
Employment 26        27         25  25  ... 

The  Office  of  Assisted  Housing  and  Community  Development  is  made  up  of  two  Divisions; 
the  Assisted  Housing  Division  and  the  Community  Development  Division. 

The  Office  provides  legal  counsel  in  connection  with  the  Community  Development  Block 
Grant  ( CDBG )  program  authorized  under  Title  I  of  the  Housing  and  Community  Development  Act  of 
1974,  the  Urban  Development  Action  Grants  (UDAG)  program  matters,  the  HOME  program  established 
under  the  National  Affordable  Housing  Act,  the  homeless  housing  assistance  programs,  the  new 
HOPE  3  program,  legal  services  relating  to  the  Rental  Rehabilitation  Grant  program,  the  Urban 
Homesteading  program.  Section  312  Rehabilitation  Loans,  and  the  revolving  fund  for  liquidating 
programs.   The  Office  also  is  responsible  for  the  provision  of  legal  services  regarding  the 
Uniform  Relocation  Assistance  and  Real  Property  Acquisition  Policies  Act  of  1970  and  the  National 
Historic  Preservation  Act  as  they  affect  all  HUD  programs. 

The  Office  also  provides  legal  advice  in  connection  with  the  Department's  programs  under 
the  United  States  Housing  Act  of  1937  (except  for  the  Rental  Rehabilitation  Grant  program), 
including  Conventional  and  Turnkey  Public  Housing,  public  housing  modernization,  the  Section  8 
Housing  Assistance  program,  the  Housing  Development  Grant  program,  and  Indian  Housing  and 
Homeownership  and  Resident  Management  programs.   It  serves  as  program  counsel  for  the  HOPE  1  and 
(for  providing  Section  8  certificates)  HOPE  2  homeownership  programs  authorized  under  the 
National  Affordable  Housing  Act.   The  Office  also  has  responsibility  for  the  Rental  Housing  for 
the  Elderly  and  Disabled  programs;  the  Child  Care  Demonstration  program;  the  Drug  Elimination 
program;  the  Nehemiah  Housing  Opportunity  Grant  program;  administration  of  the  Architectural 
Barriers  Act;  the  provision  of  Indian  Housing;  tax-exempt  financing;  and  the  elimination  of  drugs 
in  assisted  housing. 

Virtually  all  of  the  activities  performed  in  the  Assisted  Housing  and  Community 
Development  Divisions  involve  client-driven  work  which  is  required  by  law.   The  provision  of 
program  counsel  written  and  oral  advice  is  a  necessary  corollary  to  the  requirement  that  these 
programs  be  developed,  implemented,  and  administered  in  accordance  with  law. 

Program  counsel  work  on  the  development  and  initial  implementation  of  statutory, 
regulatory,  and  other  administrative  policy  which  is  a  Headquarters  function.   This  includes 
providing  written  opinions,  oral  advice,  and  some  drafting  of  regulations.   Given  staff 
limitations  and  the  increased  demand  for  new  and  revised  regulations  as  a  result  of  the  HUD 
Reform  Act  and  the  Cranston-Gonzalez  National  Affordable  Housing  Act,  program  counsel  are 
increasingly  involved  in  the  writing  of  regulations. 

Headquarters'  final  legal  determinations  on  questions  starting  up  from  Field  Offices 
occur  because  of  the  need  for  uniformity  and  the  complexity  and  precedential  nature  of  the 
questions .   While  Field  Counsel  have  considerable  knowledge  on  a  variety  of  programs,  that 
variety  and  volume  prevent  the  specialization  afforded  by  Headquarters  program  counsel. 
Subcabinet  officials  administering  programs  warrant  speedy  as  well  as  reliable  advice  from  the 
General  Counsel's  office  to  assure  the  legality  of  Headquarters  program  decisions.   This  office 
generally  must  ipirror  the  work  performed  by  program  counterparts  in  Headquarters.   For  example, 
many  of  the  new  statutory  initiatives  involve  "national  competitions'  with  consequent 
centralization  of  program  and  legal  work. 

Assisted  Housing  Division.   The  Assisted  Housing  Division  expects  increased  demands  for 
services  from  Public  and  Indian  Housing,  in  particular,  with  respect  to  the  resident  initiatives 
and  homeownership  programs.   With  the  funding  of  the  HOPE  programs  and  the  publications  of  the 
5(h)  homeownership  role,  the  demand  for  legal  advice  has  grown  significantly.   The  Assisted 
Housing  Division  also  monitors  hundreds  of  litigation  cases  in  which  HUD  or  a  Public  Housing 
Authority  (PHA)  is  a  party, 
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Three  new  initiatives  have  been  added  to  this  officei   (1)  Hoving  to  Opportunity, 
(2)  Urban  Revitalization  Demonstration  ("HOPE  4*),  and  (3)  Choice  in  Public  Bousing  Management. 
In  addition,  the  Secretary  has  an  abiding  interest  in  public  housing  modernization  which  is  this 
Office's  responsibility. 

Community  Development  Division.   The  Community  Development  Division  (formerly  the  Block 
Grants  Division)  expects  a  substantial  increase  in  its  workload  resulting  from  the  additional 
programs  for  which  it  has  been  given  responsibility  In  the  past  2  years  (ROME,  HOPE  3,  Shelter 
Plus  Care,  Housing  Opportunities  for  Persons  with  AIDS).   A  new  initiative  for  this  Division  is 
Vouthbuild — Opportunities  for  Youth. 

5.   OFFICE  OF  INSURED  HOUSING  AND  FIMAMCE 


BUDGET 

IRCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VB  1993 

Full-Time  Equivalent 
Employiaent 49        SI         47         47 

The  Office  provides  legal  advice  to  the  Federal  Housing  Administration  (*FHA*)  and  the 
Government  National  Mortgage  Association  ('GHMA*  or  'Ginnle  Mae*).   The  FHA  programs  ore  the 
single  largest  program  area  in  the  Department. 

The  Office  serves  as  program  counsel  for  FHA  and  GHMA.   The  term  *program  counsel'  is 
used  to  describe  those  attorneys  who  specialize  in  the  interpretation  of  statutes,  regulations, 
and  administrative  guidance  (e.g.,  handbooks)  that  govern  the  ojMration  of  Departmental  programs. 
Program  counsel  stand  in  contrast  to  OGC  offices  that  perform  functional  responsibilities  such  as 
representation  in  affirmative  or  defensive  litigation  or  drafting  of  legislation  and  regulations. 
There  are  two  OGC  program  counsel  officesi   the  Office  of  Insured  Housing  and  Finance  and  the 
Office  of  Assisted  Housing  and  Connunity  Developneht. 

The  work  of  program  counsel  Involves  legal  services  in  connection  with  statutory, 
regulatory,  and  caae  law  interpretation  as  %iell  as  advice  concerning  proposed  policy.   The  work 
includes  providing  oral  and  written  legal  opinions  and  niwnnranda,  drafting  contracts  and  other 
legal  documentation,  and  preparation  of  correspondence  on  prograa  legal  matters.   The  Multifaally 
Mortgage  Division  and  the  Hoov  Mortgage  Division  have  substantial  contact  with  BUS  Regional  and 
Area  Offices  on  matters  affecting  FHA  progrssv. 

The  Office  provides  legal  services  with  respect  to  all  FHA  mortgage  insurance  programs 
under  the  National  Housing  Act.   The  multifsmily  programs  include  multifamily  rental  housing, 
elderly  housing,  nursing  homes,  intermediate  care  facilities,  hospitals,  group  practice 
facilities,  cooperatives  and  condominium  projects.   The  single  family  programs  include  one-  to 
four-family  mortgage  insurance  programs  and  Title  I  property  loproveaent  and  manufactured  home 
programs.   The  Office  also  provides  legal  services  with  respect  to  all  GMMA  mortgage-backed 
securities  (IBS)  programs  under  the  National  Housing  Act  oa  well  as  tax  law  and  operation  of  the 
capital  markets. 

The  Office  of  Insured  Housing  and  Finance  works  with  the  other  five  OGC  Offices  on  a 
regular  basis.   It  actively  supports  the  Office  of  Legislation  and  Regulations  by  drafting 
regulations  on  the  FHA  and  GNMA  programs  and  by  submitting  comments  on  regulatory  and  statutory 
initiatives.   For  exsavle,  the  Multifamily  Mortgage  Division  drafted  a  400-page  regulation  to 
Implement  statutory  requiresMnts  for  the  prepayment/preservation  program.   The  Office  coordinates 
with  the  Office  of  Litigation  on  Departmental  representation  for  defensive  litigation.   The 
Multifamily  Mortgage  Division  and  the  Finance  Division  handle  cases  that  are  assigned  by  the 
Office  of  Litigation.  The  Finance  Division  may  receive  assistance  from  private  counsel  selected 
by  the  General  Counsel  and  hired  through  a  contract  with  GMMA.  The  Multifamily  Mortgage  Division 
may  assign  routine  cases  to  Regional  Counsel.  The  Office  of  Insured  Housing  sod  Finance  mrka 
with  the  Office  of  Program  Enforcement  on  matters  concerning  affirmative  litigation  and 
preparation  of  legal  opinions  that  relate  to  Inspector  Ceoaral  audits  and  action  befor^tba 
Mortgagee  Review  Board.  This  Office  coordinates  with  the  Office  of  Assisted  Housing  and 
Coomunity  Development  on  matters  (e.g..  the  taction  •  program)  that  affect  the  FHA  or  the  GNNA 
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programs.   It  interacts  with  the  Office  of  Equal  Opportunity  and  Administrative  Law  on  matters 
such  as  compliance  with  the  Fair  Housing  Act  and  the  Federal  Acquisition  Regulations  ("FAR"). 

6.   OFFICE  OF  PROGRAM  ENFORCEMENT 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE     DECREASE  - 
1992       1993        1993        1994      1994  vs  1993 

Full-Time  Equivalent 
Employment 37        39         34         34 

This  Office  has  three  Divisions:   the  Inspector  General  and  Administrative  Proceedings 
Division,  the  Affirmative  Litigation  Division,  and  the  Program  Compliance  Division. 

The  Office  is  responsible  for  debarments;  suspensions;  limited  denials  of  participation 
appeals;  Mortgagee  Review  Board  appeals;  Program  Fraud  Civil  Remedies  Act  (PFCRA)  cases; 
Inspector  General  (IG|  counsel;  multifamily  enforcement;  single  family  enforcement;  public 
housing  takeovers;  six  civil  money  penalty  provisions  created  under  HUD  Reform  I  for  GNMA, 
lenders,  multifamily.  Section  202  owners,  and  landlords  and  developers,  and  civil  money  penalty 
cases  under  the  manufactured  homes  and  interstate  land  sales  programs;  CDBG  Section  104  and 
111(b)  hearings;  Departmental  debt  management  and  enforcement,  including  Title  I  debt  collection; 
Real  Estate  Settlement  Procedures  Act  (RESPA)  enforcement.  Interstate  Land  Sales  Full  Disclosure 
Act  and  Manufactured  Homes  Act  counsel  and  enforcement,  and  Board  of  Contract  Appeals  litigation. 

Inspector  General  and  Administrative  Proceedings  Division.    At  the  end  of  February 
1993,  the  overall  workload  for  the  Inspector  General  and  Administrative  Proceedings  Division 
included  337  pending  cases.   Appeals  of  suspension  and  debarment  actions  under  24  CFR  Part  24 
increased  from  70  pending  at  the  end  of  1992  to  90  pending  at  the  end  of  February  1993.   There 
were  71  Mortgagee  Review  Board  (MRB)  cases  under  Part  25  pending  at  the  end  of  February  1993  (46 
at  the  end  of  1992).   The  Division's  role  in  the  Part  24  and  Part  25  cases  is  to  assist  the 
program  office  in  preparing  to  impose  the  sanction,  provide  advice  to  the  deciding  officials, 
then  to  defend  the  Department  in  administrative  trials  before  hearing  officers  if  the  sanction  is 
appealed.   This  defense  work  involves  all  of  the  elements  of  litigation,  including  preparation  of 
complaints  and  other  pleadings,  depositions  and  other  discovery  activities,  settlement 
negotiations,  and  representation  at  the  trial  itself.   This  Division  is  also  responsible  for 
cases  involving  the  PFCRA  and  civil  money  penalties  (24  CFR  Parts  26  and  30,  respectively).   The 
current  backlog  of  Program  Fraud  cases  is  79.   Since  the  final  regulations  were  issued  in  May 
1991,  only  six  civil  money  penalty  cases  have  been  brought,  due  to  the  Division's  limited 
staffing  level.   All  legal  services  and  representation  for  the  Inspector  General  are  provided  by 
this  Division,  under  a  memorandum  of  understanding  with  the  General  Counsel.   These  activities 
-nclude:  preparation  and  enforcement  of  subpoenas,  reviews  of  Freedom  of  Information  Act  requests 
and  appeals,  coordinating  the  defense  of  the  Inspector  General  in  lawsuits,  and  providing  the 
Inspector  General  with  advice  and  formal  opinions  on  various  legal  issues.   This  Division 
reviewed  approximately  147  Freedom  of  Information  Act  matters  and  drafted  200  subpoenas  in  1992. 
The  backlog  of  the  Division's  important  cases  (excluding  FOIA,  subpoenas,  and  draft  debarments) 
has  risen  50  percent  (from  207  to  308  cases)  since  the  beginning  of  1993. 

Affirmative  Litigation  Division.   The  Affirmative  Litigation  Division  is  primarily 
responsible  for  enforcing  all  HUD  program  requirements  set  forth  in  implementing  statutes, 
regulations,  contractual  agreements,  and  ether  documents.   For  the  Assistant  Secretary  for 
Housing-Federal  Housing  Commissioner,  the  Division  handles  regulatory  agreement  enforcement 
against  owners  of  multifamily  projects,  hospitals,  and  Title  X  properties;  bankruptcy  actions 
involving  formerly  coinsured  mortgagees;  foreclosures  of  mortgages  on  Title  X  properties;  civil 
money  penalties  against  multifamily  mortgagors;  and  single  family  loan  origination  fraud  and 
equity  skimming  cases.   For  the  Assistant  Secretary  for  Public  and  Indian  Housing,  the  Division 
handles  the  enforcement  of  the  statutes,  regulations,  contracts,  and  other  agreements  under  the 
Public  Housing  program.   This  has  resulted  in  voluntary  and  contested  takeovers  of  public  housing 
projects  owned  by  several  housing  authorities.   The  Division  also  handles  all  of  the  Sections 
111(b)  and  104  hearings  involving  enforcement  of  grant  agreement  and  regulations  for  the 
Assistant  Secretary  for  Community  Planning  and  Development  and  contract  enforcement  actions  in 
the  GNHA  Mortgage-Backed  Securities  programs.   GNMA's  portfolio  consists  of  some  700  coinsured 
loans  which  are  being  assigned  to  FHA  and  for  which  this  Office  will  be  responsible  for  any 
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affirmative  litigation.   Hith  respect  to  all  HUD  programs,  the  Division  handles  False  Claims  Act 
gjj  tam  cases  and  civil  recovery  actions  involving  false  claims  and  fraud. 

Program  Compliance  Division.   The  Program  Compliance  Division  is  currently  involved  in 
11  civil  cases  in  Federal  Court  and  two  criminal  cases  in  carrying  out  enforcement  efforts  under 
the  Interstate  Land  Sales  Act.   In  addition,  during  the  last  year,  the  Division  initiated  several 
injunction  and  civil  penalty  cases  under  the  Hanufactured  Homes  program  against  manufacturers, 
and  it  negotiated  settlements  in  five  cases  resulting  in  notification  and  corrections  for 
thousands  of  manufactured  homeowners.   After  Hurricane  Andrew,  the  Division  assisted  in  the 
preparation  of  new  regulations  for  wind  standards  for  manufactured  homes.   The  Division  currently 
is  involved  in  1 1  contract  dispute  cases  before  the  HUD  Board  of  Contract  Appeals  and  in  the 
Court  of  Claims,  involving  approximately  $2  million.   With  the  formation  of  the  RESPA  Enforcement 
Office  in  1991,  the  Department  has  given  high  priority  to  civil  and  criminal  enforcement  of  RBSPA 
and  the  issuance  of  a  new  RESPA  regulation.   In  1992,  there  were  20  RESPA  investigations. 
Presently  there  are  120  investigations,  and  the  Division  has  drafted  approximately  100  RBSPA 
subpoenas.   Thus  far  in  1993,  the  Division  negotiated  13  RBSPA  settlements  as  opposed  to  two  in 
1992.   Further,  this  Division  is  also  responsible  for  enforcing  collection  through  administrative 
proceedings  and  in  Federal  courts.   Approximately  $10  million  currently  is  being  sought  in 
Federal  District  Court  cases,  and  approximately  $6  million  in  administrative  offset  cases.   The 
Division  also  provides  support  to  Field  Counsel  who  handle  Federal  income  tax  refund  offsets,  and 
more  than  1,100  such  cases  were  docketed  by  the  Board  of  Contract  Appeals  in  1992. 

7.   OFFICE  OF  LITIGATIOH 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent 
Employment 21        21         18         18  ... 

There  are  three  reasons  why  cases,  which  are  sufficiently  important,  complex,  or 
sensitive,  must  be  handled  by  the  OGC  Office  of  Litigation,  and  representation  of  the  Department 
would  not  be  as  effective  if  the  cases  were  assigned  to  the  regional  offices. 

1.  The  Office  of  Litigation's  attorneys  are  experienced  in  handling  these  types  of 
cases,  which  often  require  familiarity  with  complexities  of  constitutional  law  and 
the  Administrative  Procedure  Act,  including  recent  evolutions  in  those  fields. 
Working  with  the  Department  of  Justice,  this  Office  is  able  to  present  legal 
arguments  that  are  on  the  very  cutting  edge  of  administrative  law.   Many  cases 
handled  by  the  Office  of  Litigation  have  implications  for  HUD  nationwide.   In  these 
cases,  the  Office  acts  as  a  convenient  and  logical  conduit  to  coordinate  events  that 
are  happening  throughout  the  country.   Regional  counsel,  by  contrast,   generally 
only  handle  cases  with  implications  within  the  Region.   An  example  of  the  case 
workload  is  the  current  large-scale  discrimination  cases  being  litigated  in  10  of 
the  Nation's  largest  cities.   These  are  all  highly  sensitive  and  complex  matters 
which  impose  substantial  demands  on  staff  resources. 

2.  Since  these  cases  almost  always  challenge  decisions  made  in  Headquarters,  the 
decisionmalcers  must  generally  be  consulted  throughout  the  litigation,  both  for  the 
preparation  of  HUD's  defense,  as  well  as  toward  possible  settlement.   The  Office's 
location  in  Headquarters  affords  ongoing  access  to  decisionmalcers  in  a  much  more 
efficient  and  cost  effective  way  than  if  Regional  Counsel  had  the  lead.   The  Office 
spends  considerable  time  and  effort  coordinating  with  HUD  program  officials  so  that 
the  Department's  responses  to  discovery,  and  the  positions  taken  in  legal  briefs, 
accurately  reflect  HUD  practice  and  policy. 

3.  The  cases  the  Office  of  Litigation  handles  are  normally  also  assigned  by  the 
Department  of  Justice  to  Main  Justice,  rather  than  reassigned  to  a  United  States 
Attorney's  office  and  this  Office  works  with  Main  Justice  on  an  ongoing  basis. 
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B.   OFFICE  OF  LEGISLATION  AND  REGULATIONS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VE  1993 

Full-Tinie  Equivalent 
Employment 27        28         26         26 

The  Office  performs  a  variety  of  legal  functions  in  connection  with  the  Department's 
legislative  program.   Major  areas  of  responsibility  include:   development,  preparation  and 
clearance  of  the  annual  and  special  programs  of  authorization  legislation;  provision  of  legal 
counsel  during  Congressional  consideration  of  the  legislation;  preparation  and  clearance  of 
reports  on  proposed  or  pending  Federal  legislation.   The  Office  also  is  responsible  for  drafting 
and  clearing  regulations  necessary  to  carry  out  the  Department's  programs  and  policies;  managing 
HUD'S  implementation  of  rulemaking  under  24  CFR  Part  10,  Section  7(o)  of  the  Department  of 
Housing  and  Urban  Development  Act,  the  Regulatory  Flexibility  Act,  the  Paperwork  Reduction  Act, 
and  Executive  Order  12291;  clearing  within  the  Office  of  General  Counsel  non-regulatory 
Departmental  issuances;  preparing  the  Department's  views  on  proposed  Executive  Orders;  and 
advising  program  offices  concerning  newly  enacted  legislation  which  may  give  rise  to  a  need  for 
new  or  amended  regulations. 

The  Office  of  Legislation  and  Regulations  has  two  Divisions  (the  Legislation  Division 
and  the  Regulations  Division)  which  are  responsible  for  ensuring  that  the  policies  of  the 
Department  are  translated  into  action  documents  of  the  highest  quality.   The  work  is  important 
and  relentless.   New  "priority"  regulations  and  legislative  assignments  are  added  frequently. 

The  requested  staffing  level  is  essential  for  the  Office  of  General  Counsel  to  fulfill 
its  responsibilities  to  provide  legal  opinions,  advice  and  services  with  respect  to  all  programs 
and  activities  and  to  provide  counsel  and  assistance  in  the  development  of  the  Department's 
program  and  policies.   This  includes  crucial  support  for  the  Fair  Housing  initiatives,  the 
efforts  to  improve  and  support  reform,  particularly  in  Housing,  Public  Housing  and  Community 
Development  through  program  enforcement,  the  efforts  to  implement  the  many  new  programs  of  the 
National  Affordable  Housing  Act  of  1990  and  the  Housing  and  Community  Development  Act  of  1992. 

CONTRACTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Technical  Services S258      S300        S300        $300 

These  funds  are  for  on-line  legal  research  services.   The  research  is  used  principally 
to  research  judicial  decisions  and  is  especially  valuable  in  providing  the  most  current 
information  on  the  law  when  handling  litigation.   Use  of  such  services  was  begun  during  1985,  has 
proved  highly  useful  and  has  increased  proportionately  as  the  HUD  legal  operations  have  laecome 
fully  computerized. 
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The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  HUD*  Is  shovm  in 
part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992, 
1993  and  1994,  Including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  10 1   FIELD  LEGAL  SERVICES 
ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

308 

290 

302 

299 

-3 

320 

301 

305 

304 

-1 

(Dollars  in  Thousands) 

Total  Budget  Activity $19,158    $18,170     $19,165     $20,327      +$1,162 

Pull-Time  Permanent  Appointments, 

End  of  Year 

Full-Time  Equivalent  Eiployment. 

NOTE  I   Full-time  permanent  positions  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalent  (FTE)  employment  ceilings.   They 
are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.   SCOPE  OF  ACTIVITY 

The  Regional  Counsel,  Chief  Counsel  and  Chief  Attorneys  are  the  chief  legal  officers  of 
their  respective  offices.   They  receive  operational  direction  and  administrative  support  from 
their  Regional  Administrators  and  Managers,  but  on  legal  matters,  they  receive  professional 
advice  and  direction  from  the  General  Counsel,  the  chief  legal  officer  of  the  Department. 

The  Regional  Counsel  acts  as  staff  legal  adviser  to  the  Regional  Administrator.   Deputy 
Regional  Counsel  act  as  chief  legal  officer  in  the  absence  of  the  Regional  Counsel.   They  also 
have  responsibility  for  oversight  of  office  operations  euid  supervision  of  legal  staff.   Associate 
Regional  Counsel  serve  as  specialists  and  lead  attorneys  for  areas  such  as  litigation,  fair 
housing  and  equal  opportunity  enforcement,  and  administrative  law.   In  most  Regions,  Associate 
Regional  Counsel  are  also  the  lead  attorneys  for  the  program  legal  services  related  to  the 
housing  and  community  planning  and  development  functions  previously  performed  by  the  Area 
offices.   Attorney-Advisers  assist  the  Associates  in  handling  the  volume  of  work  involved  in  each 
of  the  areas  above.   The  remainder  of  the  staff  is  involved  in  support  functions  to  the 
professional  staff. 

Field  Offices  with  responsibility  for  housing  and  community  development  programs  have  a 
small  legal  staff  and  legal  support  staff  headed  by  a  Chief  Counsel.   The  Chief  Counsel  functions 
as  the  staff  legal  adviser  to  the  Manager  of  a  Field  Office  and  has  authority  and  responsibility 
for  all  legal  activities  delegated  to  the  Field  Office.   The  Chief  Counsel,  with  Attorney- 
Advisers  in  the  Office,  performs  program  legal  services  in  areas  such  as  home  mortgage  insurance, 
multifamily  mortgage  insurance,  Low-Rent  Public  Housing,  Section  202  Direct  Loan  Program  for  the 
Elderly  and  Handicapped,  Section  8,  Housing  Vouchers,  Housing  Development  Grants,  Community 
Development  Block  Grants,  Section  312,  and  the  Freedom  of  Information  Act.   The  remainder  of  the 
staff  is  involved  in  support  functions  to  the  professional  staff. 

In  some  of  the  Field  Offices  which  have  responsibility  for  housing  programs  only,  s 
Chief  Attorney  acts  as  the  legal  adviser  to  the  manager  of  the  Office.   The  Chief  Attorney 
provides  the  same  legal  services  for  the  programs  as  does  a  Chief  Counsel.   In  most  cases,  a 
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Chief  Attorney  is  the  sole  legal  staff  in  the  Office.   Chief  Attorneys  may  have  the  assistance  of 
a  documents  examiner  or  legal  technician,  but  generally  receive  secretarial  support  from  a 
secretary  assigned  to  another  section  of  the  Office. 

2.   WORKLOAD 

The  principal  workload  of  Field  Legal  Services  (FLS)  consists  of  providing  advice  to  the 
Department's  Regional  and  Field  Managers;  providing  advice  on  legal  problems  arising  under  HUD 
programs;  and  representing  the  Department  in  litigation  and  administrative  hearings.   Because  of 
staffing  reductions  in  the  Office  of  General  Counsel,  work  previously  performed  in  Headquarters 
has  been  delegated  to  FLS.   The  delegated  responsibilities  include  representing  the  Department  in 
suspension  and  debarment  hearings,  representing  the  Department  in  single  family  foreclosures, 
responsibility  for  handling  FOIA  appeals,  responsibility  for  handling  some  contract  appeals, 
increased  responsibility  for  affirmative  litigation  including  debt  collection,  deficiency 
judgments,  audit  reconciliations,  cause  and  no  cause  determinations  in  Title  VIII  cases, 
substantial  equivalency  determinations  for  localities  and  Title  I  tax  off-set  cases. 
Additionally,  Field  Counsel  have  also  been  given  responsibilities  in  connection  with  several  new 
programs  such  as  Public  Housing  Resident  Initiatives  and  Home  Ownership,  Comprehensive 
Multifamily  Servicing,  and  functions  related  to  implementing  Reform  I. 

Regional  Counsel 

a.  Litigation.   This  is  a  major  responsibility  exercised  by  the  Regional  Counsel.   It 
involves  working  with  the  U.S.  Attorneys  in  handling  cases  to  which  HUD  is  a 
party  and  participating  with  local  government  or  private  attorneys  in  handling 
cases  involving  HUD-assisted  local  governmental  activities.   The  caseload 

covers  the  full  range  of  the  Department's  program  responsibilities,  such  as 
subsidized  and  insured  housing,  property  management  and  disposition,  and 
community  development  programs,  as  well  as  cases  involving  claims  collection, 
environmental  issues,  civil  rights,  landlord-tenant  matters,  architectural  and 
construction  contract  disputes,  and  tort  claims.   Regional  Counsel  also  handle 
judicial  foreclosures  of  multifamily  projects,  single  family  defensive 
foreclosure  actions,  and  a  significant  number  of  the  affirmative  litigation 
cases  instituted  by  the  Department.   Implementing  the  Civil  Money  Penalties 
provisions  of  the  HUD  Reform  Act — the  Regional  and  Field  Counsel  are 
responsible  for  identifying  and  referring  matters  to  Headquarters  for 
imposition  of  Civil  Money  Penalties.   They  will  also  be  responsible  for 
assisting  in  the  preparation  of  certain  cases  and  in  handling  some  cases 
directly. 

b.  Fair  Housing  and  Equal  Opportunity  Enforcement.   The  Office  of  Regional  Counsel  is 
charged  with  the  responsibility  of  enforcing  the  Fair  Housing  Act.   The 
workload  in  this  area  continues  to  increase.   In  Region  VI,  over  100  Title  VIII 
complaints  were  recently  filed.   Other  Regions,  particularly  V  and  IX,  continue 

to  generate  a  high  volume  of  new  complaints  and  also  have  existing  backlogs. 
The  Regional  Counsel  will  review  all  no  cause  determinations  made  by  the 
Regional  FHEO  Office  in  order  to  address  concerns  raised  by  the  Senate 
Judiciary  Committee.   Additionally,  Regional  workload  will  increase  because 
many  states  and  localities  have  failed  to  enact  substantially  equivalent 
legislation,  which  will  increase  significantly  the  number  of  complaints  to  be 
handled  by  HUD  and  the  need  to  address  issues  raised  by  the  accessibility 
guidelines  and  the  Americans  with  Disabilities  Act. 

c.  Administrative  Legal  Services.   This  function  includes  rendering  advisory  opinions  on 
standards  of  conduct  questions;  approving  claims  under  the  Federal  Tort  Claims 

Act  and  the  Military  Personnel  Act  of  1964;  rendering  decisions  with  respect  to 
the  Freedom  of  Information  Act  and  the  Privacy  Act  of  1974;  providing  services 
in  connection  with  HUD  personnel  actions,  including  agency  representation  at 
grievance  and  adverse  action  hearings;  providing  services  relating  to  the 
imposition  of  administrative  sanctions  including  debarments,  suspensions,  and 
Limited  Denials  of  Participation  (LDP);  and  providing  services  related  to  HUD 
procurement  and  disbursement  activities.   In  addition.  Regional  Counsel  provide 
advice  to  the  Regional  Offices  of  Inspector  General  concerning  audits  and 
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investigations.   Affirmative  litigation  and  the  in^xisitioii  of  administrative 
sanctions  are  utilized  to  resolve  outstanding  audit  findings.   During  1991, 
approximately  800  notices  of  Limited  Denials  of  Participation  (LOP)  were  issued 
and  approximately  600  LDPs  were  affirmed.   During  this  same  period  of  time, 
Regional  and  Field  offices  generated  approximately  100  requests  to  issue 
suspensions  and/or  proposed  debarments.   Over  the  past  S  fiscal  years,  there 
has  been  a  steady  increase  in  the  number  of  sanctions  proposed  and  appeals 
handled  by  Field  attorneys.   By  1994,  we  expect  that  sanctions  proposed  by  the 
Field  will  increase  by  at  least  10  percent,  and  that  they  will  be  responsible 
for  handling  more  than  90  percent  of  the  LDPs  and  15  to  20  percent  of  the 
suspension  and  debarment  appeals. 

d.  Program  Activities.   Regional  Counsel  provide  the  program  legal  services  for  the 
housing,  community  planning  and  development,  and  administrative  law  functions  previously 
carried  out  in  the  former  Area  Office  in  the  same  city.   These  functions  are  described 
more  specifically  in  the  section  on  Chief  Counsel,  below. 

e.  Field  Office  Monitoring.   Regional  Counsel  are  also  responsible  for  monitoring  the  work 
of  Chief  Counsel  and  Chief  Attorneys. 

Chief  Counsel  and  Chief  Attorneys 

The  Chief  Counsel  and  Chief  Attorneys  provide  required  legal  services  in  connection  with  the 
full  range  of  Field  Office  program  and  project  activities. 

a.  Field  Legal  staff  play  an  important  role  in  the  HOPE  programs.    Specific  requirements 
for  Field  legal  review  are  built  into  the  processing  requirements  for  HOPE  I  and  II. 
vrhile  Field  counsel's  role  is  not  specifically  stated  in  HOPE  III,  they  are  required  to 
review  proposals  and  assist  in  the  preparation  of  grant  agreements  as  necessary. 

b.  Field  attorneys  play  a  significant  role  in  handling  single  family  foreclosures,  which 
have  previously  been  identified  as  a  material  weakness.   Currently,  there  is  a  national 
backlog  of  approximately  ISOO  single  family  foreclosures  in  judicial  states.   New 
foreclosures  are  being  received  at  the  rate  of  more  than  100  per  month. 

c.  Field  Counsel  provide  all  legal  services  required  in  connection  with  HUD'S  insurance  of 
mortgages  on  multifamily  properties.   This  includes  representing  the  Department  at 
initial  euid  final  closings  of  projects,  including  those  financed  by  tax-exempt  bonds. 
Counsel  provides  a  legal  review  of  applicable  documents  where  there  is  a  change  in  the 
mortgagor  entity,  and  furnishes  legal  assistance  in  connection  with  non-judicial 
foreclosures,  management  and  disposition  of  acquired  properties,  debt  collection,  and 
bankruptcies,   with  respect  to  the  Section  8,  Lower-Income  Housing  Assistance  program. 
Counsel  is  responsible  for  making  determinations  as  to  the  legal  capacity  of 
participants  in  the  program,  and  preparing  all  required  contractual  documents  with 
respect  to  providing  subsidy  assistance.   In  the  conventional  Public  Housing  programs. 
Counsel  is  responsible  for  review  of  organizational  transcripts;  review  of  applications; 
and  preparation  of  annual  contributions  contracts  and  eunendments ,  contracts  of  sale,  and 
all  supporting  documentation  for  these  instruments.   Field  Counsel  also  provide  a  wide 
range  of  legal  services  in  connection  with  public  housing  projects  in  occupancy;  the 
Section  202  Direct  Loan  program;  and  the  single  family  mortgage  insurance  programs. 

d.  Field  Counsel  provide  administrative  legal  services  with  respect  to  the  Freedom  of 
Information  Act  and  the  Privacy  Act  of  1974;  advice  concerning  the  dispostion  of  reports 
of  the  Office  of  Inspector  General;  legal  guidance  in  connection  with  the  administration 
of  Field  Office  claims  collection  activities,  and  legal  services  relating  to  the  use  of 
administrative  sanctions  such  as  Limited  Denials  of  Participation,  Suspensions  and 
Debarments.   As  requested  by  the  Office  Manager,  Counsel  provides  legal  advice 
concerning  HUD  personnel  actions. 
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3.   SUMHARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 


The  following  table  provides  a  Bunmory  of  the  distribution  of  full-tine  permanent  staff 
by  grade  level  for  1992,  1993,  and  1994. 


GRAPE 

GS/GM-IS 

GS/GM-14 

GS/GH-13  and  below 

Total,  Full-Time  Permanent 

Appointments 

Full-Time  Equivalent  Employment.. 

EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-time  equivalent  (FTE)  employment  in 
the  Field. 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

13 

13 

13 

78 

84 

84 

217 

205 

202 

308 

302 

299 

320 

305 

304 

ACTUAL 
1992 

195 
110 

15 

320 

BUDGET 

ESTIMATE 

1993 

CURRENT 

ESTIMATE 

1993 

ESTIMATE 
1994 

INCl 

DEC! 

1994 

REASE  + 
REASE  - 
vs  1993 

181 

105 

15 

301 

182 

108 

IS 

305 

181 

108 

15 

304 

Chief  Attorneys 

Total  Full-Time 
Ecpiivalent  Employment..... 

-1 
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The  consolidated  discuGsion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  later  in 
this  part  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expense  requirements  associated  with  each  of  the  major  program  areas  of  the  Department,  a 
separate  section  for  "Salaries  and  Expenses,  has  been  included  under  each  section  of  the  Justifications. 
All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992,  1993,  and  1994,  including  the 
separate  Headquarters  appropriations  in  1992. 


ACTIVITY  HIGHLIGHTS 


BUDGET  ACTIVITY  11 !   CHIEF  FINANCIAL  OFFICER 


BUDGET 
ACTUAL     ESTIMATE 
1992        1993 


CURRENT 

INCREASE+ 

ESTIMATE 

ESTIMATE 

DECREASE- 

1993 

1994 

1994  VB  1993 

+53,941 


(Dollars  in  Thousands) 

Total  Budget  Activity $4,003      $4,536      $4,805      $8,746 

Full-TiJtie  Permanent 

Appointments,  End  of  Year...      36  33  36  32  -4 

Full-Tiitie  Equivalent 

Employment 32  33  34  32  -2 

NOTE:   Full-time  permanent  appointments  (FTPS)  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalent  (FTE)  employment  ceilings.   They  are  not 
control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  mission  of  the  Office  of  the  Chief  Financial  Officer  (CFO)  is  to  lead  the  Department's 
Headquarters  and  Field  Office  officials  toward  the  understanding  and  practice  of  sound  financial 
management  in  program  development  and  operations  and  in  the  stewardship  of  public  resources.   The  CFO 
advises  the  Secretary  on  all  aspects  of  financial  management.   The  CFO  ensures  that  the  Department 
establishes  and  meets  financial  management  goals  and  objectives  and  that  the  Department  is  in  compliance 
with  financial  management  legislation  and  directives.   The  scope  of  activity  cross-cuts  the  entire 
Department.   The  CFO  establishes  policies  and  standards  for  development,  maintenance,  operation  and 
evaluation  of  the  Department's  financial  management  systems,  including:   budget  and  accounting  systems, 
internal  control  systems,  financial  reporting  systems,  asset  and  credit  management  systems,  and  systems 
to  audit  compliance  with  financial  management  and  related  requirements. 

2.  WORKLOAD 

The  workload  of  the  Office  of  the  Chief  Financial  Officer  is  essentially  defined  by  the 
following  Icey  objectives: 

—  establish  and  maintain  integrated  financial  management  systems; 

—  improve  Departmental  management  of  asset  and  credit  management  functions; 

—  develop  a  strong  internal  control  program  and  address  material  weaknesses  in  the  Department; 

—  produce  audited  consolidated  financial  statements;  and 

—  develop  uniform  financial  management  policies  and  procedures. 

3.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  grades  for  staff  in  this  activity 
for  1992,  1993  and  1994.   All  staff  for  this  activity  are  located  in  Headquarters. 


GRADE 

Executive  Level  IV 

ES-6 

ES-4 

ES-3 

ES-2 

ES-1 

GS/GM-15 

GS/GM-14 

GS-13  and  Below 

Total,  Full-Time  Permanent 

Appointments 

Full-Time  Equivalent  Employment. 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

1 

1 

2 

1 

1 

•  .  . 

1 

1 

•  •  • 

•  *  • 

■  •  • 

1 

1 

•  •  • 

6 

5 

8 

8 

17 

IB 

li 

as 

36 

32 

32 

34 

32 
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EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  Full-Tijne  Equivalent  (FTE)  employment  in 
Headquarters. 

FOLL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASED 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE- 

1992 

1993 

1993 

1994 

1994  VS  1993 

Headquarters 32  33  34  32  -2 

The  functions  of  the  CPO  are  organized  into  four  Off ices i 

The  Office  of  Internal  Control  and  Audit  Resolution  oversees  the  Department's  internal  control 
program  required  by  OMB  Circular  A-123  ernd  promotes  the  value  and  practice  of  internal  controls  by 
program  managers.   The  establishment  of  a  strong  internal  control  program  will  reduce  significantly  the 
vulnerability  and  incidence  of  material  weaknesses  in  the  execution  of  the  Department's  mission,  goals 
and  Secretarial  priorities.   The  Office  oversees  the  resolution  of  audit  findings  and  existing  material 
weaknesses  and  promotes  integrity  in  the  management  control  of  the  Department's  programs. 

The  Office  of  Financial  Systems  Integration  oversees  the  provision  of  financial  management 
information  to  the  Department's  program  executives  through  integrated,  computer-based  financial 
management  systems.   The  Office  ensures  the  Department's  compliance  with  OMB  Circular  A-127,  Financial 

Systems  Program. 

The  Office  of  Asset  and  Credit  Management  oversees  the  Department's  asset,  cash,  credit  and  debt 
management  programs  and  initiatives.   The  Office  promotes  the  objectives,  practice  and  understanding  of 
these  programs  and  works  to  integrate  them  into  the  Department's  programs.   The  Office  oversees  the 
implementation  of  the  Credit  Reform  Act  of  1990,  the  Debt  Collection  Act  and  OMB  Circular  A-129, 
including  the  assessment  of  interest,  penalties  and  administrative  costs  on  delinquent  debt. 

The  Office  of  Financial  Policy  and  Evaluation  develops,  documents  and  publicizes  the  Department's 
financial  management  and  accounting  policies  and  procedures.   The  Office  supports  the  program  officials 
and  objectives  by  defining  and  providing  sound  financial  management  procedures  and  information  as  input 
into  decision  making  and  evaluation  of  program  operations. 

CONTRACTS 

BUDGl 
ACTUAi     ESTIMJ 

1992         199:        

(Dollars  in  Thousands) 

Management  Studies $622        $928        $928        $924         -$4 

The  continued  development  and  implementation  of  an  exemplary  system  of  program  internal  controls, 
material  weakness  verification  reviews,  integration  of  financial  management  information  systems,  and 
development  of  handbooks  and  directives  on  financial  policy  including  the  use  of  audited  consolidated 
financial  statements,  reporting  on  cash  and  credit  management,  and  credit  reform  guidelines  will  be 
accomplished  through  contract  services.   The  1994  efforts  are  proposed  to  be  funded  at  $924,000.   The 
decrease  in  1994  of  $4  thousand  reflects  a  reduction  in  administrative  costs  in  accordance  with  the 
Executive  Order  12837  dated  February  10,  1993. 


BUDGET 

CURRENT 

INCREASE* 

ACTUAi 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE- 

1992 

1993 

1993 

1994 

1994  VS  1993 
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DEPAHTHENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  'Salaries  and  Expenses,  HUD*  is  shown 
later  in  this  part  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific 
staffing  and  administrative  expense  requirements  associated  with  each  of  the  major  program  areas 
of  the  Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each 
section  of  the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal 
years — 1992,  1993,  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 


BUDGET  ACTIVITY  12:   APmNISTRATIDN  AMD  STAFF  SERVICES 


ACTIVITY  HIGHLIGHTS 


Total  Budget  Activity $144,650 

Pull-Time  Permanent  Appointments, 

End  of  Year 

Full-Time  Equivalent  Employment 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

4,650 

$130,536 

$132,652 

$129,515 

-$3,137 

658 

662 

652 

647 

-5 

686 

663 

675 

668 

-7 

NOTE:  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

Administration  and  Staff  Services,  which  is  part  of  the  Office  of  Administration, 
provides  general  Departmental  support  such  as  ethical  standards,  accounting  (except  for  mortgage 
insurance  accounting),  management  analysis,  budgeting,  personnel  management,  training, 
contracting,  correspondence  and  scheduling  for  the  Secretary,  staffing  and  performance  analysis, 
and  general  building  and  office  services. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-tine  permanent  staff 
by  grade  level  for  1992,  1993,  and  1994.   All  staff  for  this  activity  are  located  in 
Headquarters. 


GRADE 

Executive  Level  IV 

ES-6 

ES-5 

ES-4 

ES-2 

ES-1 

GS/GH-15 

GS/GH-14 

GS/GM-13  and  Below 

Total  Full-Time  Permanent  Appointments 

Full-Time  Equivalent  Employment 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

1 

1 

1 

•  •  • 

1 

1 

7 

6 

6 

4 

5 

5 

1 

•  •  • 

.  .  . 

1 

1 

1 

47 

54 

54 

81 

83 

83 

516 
658 

501 
652 

496 
647 

686 


675 


668 
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EXPLAMATIOW  OF  STAFFIMG  REQOIRBMEMTS 

The  following  table  indicates  the  distribution  of  full-tlae  equivalent  employment  for  the 
organizations  within  Administration  and  Staff  Services  and  is  followed  by  a  discussion  of  the 
functions  and  staffing  requirements  for  each  of  those  organizations. 

PPIX-TIME    EQOrVALBHT   EMPLOrMEMT 


Immediate  Office  of  the  Assistant 

Secretary  for  Administration 

Ethics 

Finance  and  Accounting 

Administrative  and  Hanagement  Services. 

Personnel  and  Training 

Hanagement  and  Planning 

Procurement  and  Contracts 

Budget 

Executive  Scheduling 

Executive  Secretariat 

Total  Full-Tine  Equivalent 


BUDGET 

CURREHT 

IHCRBASB  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

VB  1993 

17 

11 

11 

11 

7 

9 

9 

9 

•  •  • 

230 

219 

223 

219 

-4 

140 

130 

133 

132 

-1 

147 

140 

145 

143 

-2 

25 

31 

31 

31 

44 

47 

47 

47 

43 

45 

45 

45 

6 

6 

6 

6 

27 
686 

25 
663 

25 
675 

25 
666 

^j 

IMMEDIATE  OFFICE  OF  THE  ASSISTANT  SECRETARY  FOR  ADMIHISTRATIOM 


FULL-TIME    EQUIV>T""T   gMPtOYHENT 


BUDGET 

CURREHT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent  Employment. 


17 


11 


11 


The  Assistant  Secretary  for  Administration  is  responsible  for  the  development  and 
promulgation  of  policies,  standards,  procedures,  systems  and  materials  related  to  the 
administrative  management  of  the  Department  and  for  the  execution  of  such  policies  and  directives 
at  Headquarters  and  in  the  Field.   This  Office  has  three  Deputy  Assistant  Secretaries  for 
Administration  under  the  Assistant  Secretary  for  Administration.   The  Deputy  Assistant  Secretary 
for  Resource  Planning  and  Operations  has  oversight  responsibilities  for  the  Office  of  Personnel 
and  Training,  Budget,  Administrative  and  Management  Services,  and  Management  and  Planning;  the 
Deputy  Assistant  Secretary  for  Finance  and  Management  has  oversight  for  the  Office  of  Finance  and 
Accounting,  Information  Policies  and  Systems,  and  Procurement  and  Contracts;  and  the  Deputy 
Assistant  Secretary  for  Executive  Services  has  oversight  for  the  Offices  of  Executive  Scheduling 
and  Executive  Secretariat.   Ho  change  is  proposed  in  1994  from  the  1993  current  estimate. 

2.   OFFICE  OF  ETHICS 


FULL-TIME  EQUIVALENT  EMPLOyMEHT 


BUDGET 

CURREHT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent  Employment..       7        9  9         9         ... 

The  Office  of  Ethics  is  an  independent  free-standing  Office  under  the  Assistant 
Secretary  for  Administration  and  is  responsible  for  developing,  coordinating,  managing,  and 
overseeing  the  Department's  program  of  ethics  and  standards  of  conduct.   The  purpose  for  this 
Office  is  to  improve  the  ethics  culture  within  the  Department,  better  inform  employees  and  others 
who  have  responsibilities  and  requirements  under  the  ethics  statutes  and  regulations.   No  change 
is  proposed  in  1994  from  the  1993  current  estimate. 
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3.   OFFICE  OF  FIMAMCE  AND  ACCOUNTING 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VE  1993 

Full-Time  Equivalent  Employment. 


230 


219 


223 


219 


The  Office  of  Finance  and  Accounting  (OFA)  provides  policy  direction,  review  and 
coordination  of  the  fiscal  and  accounting  responsibilities  of  the  Department  and,  with  the 
assistance  of  the  ten  Regional  Accounting  Divisions,  provides  accounting  services  for  all 
administrative  activities  of  the  Department  and  for  all  operating  programs,  except  for  those 
administered  by  the  Government  National  Mortgage  Association  (GNMA)  and  Federal  Housing 
Administration  (FHA)  activities,  including  mortgage  insurance  accounting. 

The  staffing  requirements  for  the  Office  of  Finance  and  Accounting  were  derived  by 
applying  production  ratios  to  projected  workload  levels.   The  production  ratios  are  supported  by 
a  work  measurement  system  maintained  by  the  Office. 

The  1994  estimate  of  219  FTE  reflects  a  decrease  of  4  FTE  from  the  1993  current 
estimate,  in  accordance  with  Executive  Order  12839. 

The  Office  of  Finance  and  Accounting  realigned  its  organizational  structure  in  fiscal 
year  1992.   The  new  structure  reflects  accounting  functions  rather  than  program  areas.   This 
submission  reflects  the  reallocation  of  staff  resources  according  to  the  new  organizational 
alignment.   The  following  table  provides  details  of  OFA  staffing  by  organizational  division. 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 
ACTUAL   ESTIMATE 
1992      1993 


CURRENT 

ESTIMATE   ESTIMATE 
1993       1994 


INCREASE  + 

DECREASE  - 

1994  VB  1993 


Director's  Office 17  8  8  8  ... 

Administration  and  Management  Division....  17  IS  15  15  ... 

Cash  and  Credit  Management  Division 79  71  73  71  -2 

General  Accounting  Division 72  75  77  75  -2 

Policy  Development  and  Compliance 

Enforcement  Division 24  25  25  25  ... 

Systems  Division 21  25  25  25  _ij_:. 

Total  Full-Time  Equivalent  Employment...     230      219        223       219  -4 

Within  the  Office  of  Finance  and  Accounting,  workload  data  is  provided  by  Division. 
Some  changes  to  the  current  workload  indicators  will  be  required  as  a  result  of  the 
organizational  realignment.   Pending  these  changes,  the  old  indicators  are  being  used  for 
planning  purposes.   Workload  for  these  indicators  is  projected  to  be  relatively  level  for  1994. 
The  following  tables  provide  1992  data  and  estimates  for  1993  and  1994  for  workload  and  staffing 
in  the  Department's  productivity-based  Resource  Allocation  Guidelines  System  (RAGS)  format: 
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OFFICE  OF  FIMANCB  AND  ACCOUMTIHG 

DETAIL  OF  HEADQUARTERS  SIAFPIHG 

FISCAL  YEAR  1992 


RESOURCE  ALLOCATIOW  GUIDELINES 


INDICATOR 
(work  unit  I 


ACCOMPLISHMENTS 


OWIT  COST 


Administration  and  Management  Division ... 

Cash  and  Credit  Management  Division: 

Vendors/Recipients  Paid  (1) Vendors 

Vendors/Recipients  Paid  (2) Vendors 

Vouchers  Paid Vouchers 

Receivables  and  Loans  Serviced  (1) Rec/Loans 

Excess  Income/Collections  Processed Collections 

Collection  Documents  Processed Documents 

Disbursement  Documents  Processed Documents 

Accounting/Financial  Management  Projects...  Projects 

Subtotal ,  Cash  t   Credit  Management  Div . . 

General  Accounting  Division i 

Reconciliations  Processed Keconcillations 

Cash  Reconciliation  Verifications Documeota 

Note  Histories  Processed Motes  Processed 

Funding  Docunents  Processed Documents 

Receivables  and  Loans  Serviced  (2) Rec/Loans 

Financial  Reports  Issued Reports 

Financial  Rev ievs/ Reports Reports 

Financial/Mortgagee  Reports  Processed Reports 

Reports  Prepared Reports 

Subtotal,  General  Accounting  Division... 

Policy  Development  «  Conplionce  Enforcement..       ... 

Systems  Division ... 


17 


84,000 

0.37 

15 

105,000 

0.16 

8 

19,000 

1.54 

14 

30,000 

0.42 

6 

99,000 

O.IS 

7 

93,000 

0.11 

5 

45,000 

0.47 

10 

14,000 

2.«9 

18 

83 


6,600 

17 

14,000 

5 

245 

34.22 

50,000 

11 

550,000 

9,000 

10 

4,600 

8,300 

4,100 

11 

81 
2C 
23 


Total,  Office  of  Finance  and  Accounting... 


230 
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OFFICE  OF  FINAMCB  AND  ACCOUNTIHG 

DETAIL  OF  HEADQUARTERS  STAFFING 

FISCAL  YEAR  1993 


RESOURCE  ALLOCATION  GUIDELINES 


INDICATOR 

(work  unit) 


PROJECTED 
ACCOMPLISHMENTS 


PROJECTED 
UNIT  COST 


Administration  and  Management  Division ... 

Cash  and  Credit  Management  Division i 

Vendors/Recipients  Paid  (1) Vendors 

Vendors/Recipients  Paid  (2) Vendors 

Vouchers  Paid Vouchers 

Receivables  and  Loans  Serviced  (1) Rsc/Loans 

Excess  Income/Collections  Processed Collections 

Collection  Documents  Processed Documents 

Disbursement  Documents  Processed Documents 

Accounting/Financial  Management  Projects...  Projects 

Subtotal,  Cash  &  Credit  Management  Div.. 

General  Accounting  Division: 

Reconciliations  Processed Reconciliations 

Cash  Reconciliation  Verifications Documents 

Note  Histories  Processed Notes  Processed 

Funding  Documents  Processed Documents 

Receivables  and  Loans  Serviced  (2) Rec/Loans 

Financial  Reports  Issued Reports 

Financial  Reviews/Reports Reports 

Financial/Mortgagee  Reports  Processed Reports 

Reports  Prepared Reports 

Subtotal,  General  Accounting  Division... 

Policy  Development  &  Compliance  Enforcement..       ... 

Systems  Division ... 


16 


81,000 

0.36 

14 

05,000 

0.16 

8 

18,000 

1.51 

13 

27,000 

0.39 

5 

99,000 

0.15 

7 

93,000 

0.11 

5 

43,000 

0.44 

9 

13,000 

2.73 

17 

78 


6,200 

5.39 

16 

14,000 

0.75 

5 

245 

34.09 

4 

48,000 

0.44 

10 

550,000 

0.02 

5 

8,600 

2.19 

9 

4,600 

2.72 

6 

8,300 

2.26 

9 

3,700 

7.34 

13 
77 

... 

... 

26 

... 

... 

26 

Total,  Office  of  Finance  and  Accounting. 


223 
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OFFICE  OF  PINANCB  AMD  ACCOUNTING 

DETAIL  OF  HRADQUARTERS  STAFFING 

FISCAL  YEAR  1994 


RESOURCE  ALLOCATION  GUIDELINES 


INDICATOR 

(work  unit) 


PROJECTED 
ACCOMPLISHMENTS 


PROJECTED 
UNIT  COST 


Administration  and  Management  Division ... 

Cash  and  Credit  Management  Division: 

Vendors/Recipients  Paid  ( 1 ) Vendors 

Vendors/Recipients  Paid  (2) Vendors 

Vouchers  Paid Vouchers 

Receivables  and  Loans  Serviced  (1) Rec/Loans 

Excess  Income/Collections  Processed Collections 

Collection  Documents  Processed Documents 

Disbursement  Documents  Processed Documents 

Accounting/Financial  Management  Projects...  Projects 

Subtotal,  Cash  &  Credit  Management  Div.. 

General  Accounting  Division: 

Reconciliations  Processed Reconciliations 

Cash  Reconciliation  Verifications Documents 

Note  Histories  Processed Notes  Processed 

Funding  Documents  Processed Documents 

Receivables  and  Loans  Serviced  (2) Rec/Loans 

Financial  Reports  Issued Reports 

Financial  Reviews/Reports Reports 

Financial /Mortgagee  Reports  Processed Reports 

Reports  Prepared Reports 

Subtotal,  General  Accounting  Division... 

Policy  Development  k   Compliance  Enforcement..        ... 

Systems  Division •.. 


16 


81,000 

0.34 

13 

05,000 

O.K 

8 

18,000 

1.51 

13 

27,000 

0.39 

5 

99,000 

0.15 

7 

93,000 

0.11 

5 

43,000 

0.44 

9 

13,000 

2.57 

16 

76 


6,200 

5.05 

15 

14,000 

0.75 

5 

245 

34.09 

4 

48,000 

0.44 

10 

550,000 

0.02 

5 

8,600 

2.19 

9 

4,600 

2.50 

6 

8,300 

2.14 

8 

3,700 

7.34 

11 
75 

... 

•  •  • 

26 

... 

26 

Total,  Office  of  Finance  and  Accounting. 


219 
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OFFICE  OF  ADMINISTRATIVE  AND  MANAGEMENT  SERVICES 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

V6  1993 

4 

4 

4 

4 

5 

5 

5 

S 

4 

5 

4 

4 

44 

41 

42 

42 

21 

17 

18 

18 

62 
140. 

58 

130 

60 
133 

59 
132 

~1 

Office  of  the  Director 

Administration  and  Travel  Support  Staff... 

Emergency  Preparedness  Staff 

Management  Services  Division 

Communications  &  Space  Management  Division 

Facilities  and  Operations  Division 

Total  Full-Time  Equivalent  Employment... 

The  Office  of  Administration  and  Management  Services  (OAMS)  is  responsible  for  the 
development,  administration  and  evaluation  of  all  administrative  services  for  the  Department. 
These  services  include,  but  are  not  limited  to.  Headquarters  building  operations,  Departmental 
space  and  communications,  management  analysis,  paperwork  management,  emergency  preparedness, 
safety  services,  imprest  funds  for  travel  services  for  Headquarters  personnel,  and  overall 
management  of  printing  and  visual  arts  activities. 

The  1994  estimate  of  132  FTE  reflects  a  decrease  of  1  FTB  from  the  1993  current 
estimate,  in  accordance  with  Executive  Order  12839. 


The  following  table  provides  conqjarative  uorlcload  data  for  this  Office  for  1992,  1993 


and  1994. 


WORKLOAD  INDICATORS 

Number  of  printing  requisitions  received 

Number  of  pages  imprinted  in  HUD  Printing  Branch.. 

Number  of  orders  printed  outside  of  HUD 

Visual  arts  requisitions  performed  in-house 

Visual  arts  requisitions  performed  by  contractors. 

Space  Planning  —  Square  Footage 

Telephone  Changes 

Information  Assistance 

Field  Space  Management  —  Square  Footage 

Printed  Material  Management 

Property  Management 

Routine/Special  Mail  Processing 

Motor  Pool  Operation 

Building  Service  Calls 

Building  Repair  Projects 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 
3,000 

1993 

1994 

3,000 

3,000 

0 

000,000 

13,500,000 

13,500,000 

1,300 

1,300 

1,300 

560 

560 

560 

830 

830 

830 

1 

000,000 

1,000,000 

1,000,000 

8,000 

8,000 

8,000 

130,000 

130,000 

130,000 

1 

,200,000 

1,000,000 

900,000 

90,000 

90,000 

90,000 

1,800 

1,800 

1,800 

7 

200,000 

7,200,000 

7,200,000 

14,000 

13,000 

13,000 

6,500 

7,000 

7,000 

150 

150 

150 
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OFFICE   OF   PERSOmiBL 


FULL-TIME    BQUrVAI£MT   EMPLOYMEMT 


Office  of  the  Director 

Labor  and  Employee  Relations  Division.... 

Headquarters  Personnel  Division 

Executive  Personnel  Management  Division.. 

Technology  Support  Division 

Training  t   Productivity  Inq>rovements  Div. 

Policy  and  Planning  Division 

Client  Service/Field  Support  Staff 

HUD  2000  Division 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

V6  1993 

7 

7 

7 

7 

13 

13 

13 

13 

48 

46 

48 

47 

-1 

10 

10 

10 

10 

14 

12 

13 

13 

.  . . 

23 

22 

23 

23 

... 

15 

14 

14 

14 

... 

2 

2 

2 

2 

15 

14 

15 

14 

-1 

Total   Full-Tlme  Bcjulvalent  Biiployiiient. 


147 


140 


145 


143 


-2 


The  Office  of  Personnel  (OP)  is  responsible  for  planning,  developing,  adicilnlstering  and 
evaluating  all  personnel  and  training  programs  for  the  Department.   This  includes  overseeing  the 
payroll  processing  services  provided  by  the  National  Finance  Center  (NFC)  of  the  Department  of 
Agriculture;  improving  recruitment  and  selection  procedures;  maintaining  the  Departmental 
position  management  program;  addressing  management  and  employee  development  needs  through 
training  and  consulting  strategies;  providing  advice  and  assistance  on  performance  and  conduct 
problems;  in^lementing  and  administering  the  HUD/American  Federation  of  Government  Employees 
(AFGE)  contract;  providing  support  of  executive  services  activities,  which  includes  the  Executive 
Performance  Appraisal  System  and  Senior  Executive  Awards  programs;  Implementing  the  Departmental 
Performance  Management  System;  promoting  a  drug-free  work  place;  and  providing  employee  support 
through  the  Employee  Assistance  Program. 

The  1994  estimate  of  143  FTE  reflects  a  decrease  of  2  FTE  from  the  1993  current 
estijnate,  in  accordance  with  Executive  Order  12839. 


The  following  table  provides  con^arative  workload  data  for  this  Office  for  1992,  1993, 


and  1994. 


WORKLOAD  INDICATORS 

Personnel  actions  processed  (Includes  awards  and 

performance  appraisals ) 

Classification  actions 

Merit  staffing/recruitment  actions 

Employment  applications  processed 

Executive  actions  processed 

Employee  relations/labor  relations  cases  and  consultations 

Employees  counselled 

Employees  on  payroll 

IDEAS  processing  (employees'  suggestions) 

Training  courses  conducted 

Training  participants 

Regulatory  interpretation  and  technical  advice 

Correspondence  prepared 

Drug-Free  Work  place  Program  Tests 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

45,925 

45,000 

47,000 

3,345 

3,415 

3,515 

950 

815 

890 

15,300 

10,300 

13,325 

2,181 

2,250 

2,500 

4,400 

4,600 

4,830 

1,299 

1,452 

1,510 

14,899 

13,650 

13,500 

1,400 

1,400 

1,400 

533 

375 

431 

10,124 

8,499 

9,577 

21,270 

23,610 

24,770 

6,963 

6,990 

6,500 

380 

380 

200 

6.   OFFICE  OF  MANAGEMENT  AND  PLANNING 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Full-Tlme  Equivalent  Eiq>loyment. 


25 


31 


31 


31 


The  Office  of  Management  and  Planning  (OMAP)  serves  as  a  resource  for  the  Office  of 
Administration  and  for  the  Department  as  a  whole,  and  is  responsible  for  producing  the  bi-monthly 
Executive  Progress  Report  on  the  Department's  Management  Agenda;  managing  the  Administration 
5-Year  Management  Plan;  coordinating  Field  Performance  Reviews  and  the  Field  Management  Plan  for 
the  Office  of  Administration.   This  Office  also  conducts  Capacity  Studies  which  assess  current 
processes,  automation,  organization,  staffing  and  skill  levels,  recommend  improvements,  and 
prepares  an  annual  report  to  Congress  on  the  Deportment's  capacity  to  carry  out  its  mission,  as 
required  by  the  Cranston-Gonzalez  National  Affordetble  Housing  Act  (P.L.  101-625);  serves  as 
liaison  for  Administration's  A-123  program;  and  provides  analytical,  graphics,  and  staff  support 
to  the  Assistant  Secretary  for  Administration,  the  Deputy  Secretary  and  other  Departmental 
managers,  resulting  in  the  preparation  of  briefing  packages,  testimony  analyses,  reports,  and 
correspondence  on  a  variety  of  issues. 

No  change  is  proposed  In  1994  from  the  1993  current  estimate  of  31  FTE. 
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7.   OFFICE  OF  PROCUREMENT  AND  CONTRACTS 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

4 

4 

4 

4 

... 

10 

11 

11 

11 

14 

12 

16 

16 

16 

20 

16 

11 

Office  of  the  Director 

Policy  and  Evaluation  Division.. 
Administration  Support  Division. 
Program  Support  Division 

Total  Full-Time  Equivalent  Employment...      44       47        47       47         ... 

The  Office  of  Procurement  and  Contracts  (OPC)  is  responsible  for  the  award  of  contracts 
(including  property  disposition  contracting),  purchase  orders,  interagency  agreements,  grants  and 
cooperative  agreements  to  support  Headquarters  administrative  and  programmatic  needs  as  well  as 
providing  oversight  of  the  Department's  Field  contracting  operation.  OPC  develops  and  implements 
Departmental  policies,  standards  and  procedures  to  provide  for  an  effective  contracting  program. 
The  Office  also  develops  Departmental  policies  to  implement  all  uniform  administrative 
requirements  related  to  grants  and  cooperative  agreements. 

No  change  is  proposed  in  1994  from  the  1993  current  estimate  of  47  FTE. 

The  staff  requirements  for  this  Office  are  derived  on  the  basis  of  projected  workload 
levels.  The  following  table  provides  actual  and  estimated  workload  levels  for  this  Office  for 
1992,  1993,  and  1994: 

WORKLOAD  INDICATORS 

Contracts: 

Competitive  Basic 

Section  8  (a)  Basic 

Noncompetitive  Basic 

Modifications 

Task  Order/Specifications 

Administration 

Close-Outs 

Purchase  Orders 

Assistance  Agreements: 

Competitive  Basic 

Noncompetitive  Basic 

Modifications 

Administration 

Close-Outs 

8.   OFFICE  OF  BUDGET 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

37 

40 

40 

16 

20 

25 

4 

5 

5 

543 

550 

570 

163 

175 

185 

955 

1,095 

1,250 

114 

100 

100 

1,448 

1,500 

1,500 

131 

150 

175 

33 

40 

40 

181 

200 

200 

963 

1,103 

1,268 

63 

SO 

50 

BUDGET 

CURRENT 

INCREASE  '•' 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

7 

5 

7 

7 

... 

17 

20 

18 

18 

•  •  > 

10 

12 

10 

10 

•  •  • 

9 

8 

10 

10 

... 

Of  f  ice  of  the  Director 

Program  Budget  Development  Division 

Budget  Management  and  System  Division.... 
Administrative  Expenses  Division 

Total  Full-Time  Equivalent  Employment...      43       45        45        45         ... 

The  Office  of  Budget  advises  the  Assistant  Secretary  for  Administration,  the  Secretary, 
the  Deputy  Secretary  and  other  officials  of  the  Department  on  budget  matters,  including  the 
budgetary  and  staffing  implications  of  policy  and  legislative  proposals.  Budget  staff  formulate, 
review,  evaluate  and  make  recommendations  concerning  Departmentwide  policies,  plans,  standards 
and  basic  procedures  on  budget  formulation,  presentation  and  execution,  including  the 
administrative  control  of  funds.   Office  staff  also  coordinates  the  submission  of  budget 
estimates  to  the  Office  of  Management  and  Budget  and  to  the  Congress.   The  Office  is  the 
principal  point  of  contact  with  the  Congress,  the  Office  of  Management  and  Budget,  the 
Appropriations  Committees  and  other  Federal  agencies  on  all  budget  matters  and  appropriations 
hearings.   The  Office  is  also  responsible  for  the  issuance  of  staff  ceilings,  and  the  monitoring 
of  staff  usage  for  all  Departmental  elements,  the  forecasting  and  analyses  of  the  Department's 
administrative  expenses,'  and  the  review  and  funding  verification  of  all  personnel  actions  for 
Headquarters . 

No  change  is  proposed  in  1994  from  the  1993  current  estimate  of  45  FTE. 
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9.   OFFICg  OF  EXBCnrrVE  SCHBDUHBG 

FULL-TIMg  EQUIVALBMT  EMPLOYMBHT 


BUDGET 

CURKENT 

INCREASE  + 

ACTOAL 

BSTINATB 

BSTIHATE 

BSTIHATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  V8  1993 

Full-Time  Equivalent  Bnployiaent. .       6  6  6         £         ... 

The  Office  of  Executive  Scheduling  consolidates  Departmental  executive  scheduling, 
correspondence  control  and  related  activities  under  the  Deputy  Assistant  Secretary  for  Executive 
Services.   The  Office  of  Executive  Scheduling  considers  requests  for  meetings,  appointments,  and 
public  appearances  by  the  Secretary  and  senior  Departmental  officials,  and  prepares  briefing 
papers  for  the  Secretary,  the  Deputy  Secretary,  and  other  Principal  Staff.   The  Office  also 
provides  related  support  for  the  Department's  senior  officials  and  acta  as  a  liaison  with  key 
Departmental  personnel,  diverse  external  groups  and  officials,  and  national  organizations 
requesting  Secretarial  appearances.   No  change  is  proposed  in  1994  from  the  1993  current  estimate 
of  6  FTE. 


10.   OFFICE  OF  THE  EXECOTIVE  SECRETARIAT 


FULL-TIME  EOUIVALENT  EMPLOYMENT 


BUDGET 

CURRENT 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1992 

1993 

1993 

1994 

INCREASE  4- 

DECREASE  - 

1994  VB  1993 


Pull-Time  Equivalent  Employment..      27       2S         25         25 


The  Executive  Secretariat  serves  as  the  central  coordinating  office  for  all 
correspondence  to  the  Secretary  and  the  Deputy  Secretary,  and  is  responsible  for  providing  the 
following  services i 

reviewing  for  assignment  of  action  all  incoming  official  correspondence  addressed 
to  the  Secretary  and  the  Deputy  Secretary; 

reviewing  for  assignment  of  action  all  incoming  correspondence  from  members  of 
Congress  addressed  to  Department  personnel; 

reviewing  all  material  submitted  by  Departmental  units  for  the  attention  of  the 
Secretary  and  the  Deputy  Secretary  to  ensure  completeness  and  proper  coordination; 

monitoring  the  Secretary's  and  Deputy  Secretary's  mail  for  timely  responses; 

reviewing  for  final  clearance  all  outgoing  mail  prepared  for  signatures  of  the 
Secretary  and  the  Deputy  Secretary; 

administration  of  the  Departmentwide  Freedom  of  Information  Act  (FOIA)  function; 

ensuring  timely  and  appropriate  responses  to  mail  referred  to  HUD  from  the  White 
House; 

maintaining  current  files  on  all  matters  involving  the  Secretary's  and  Deputy 
Secretary's  mail,  FOIA  records,  vrhite  House  mail.  General  Accounting  Office  (GAO) 
reports.  Congressional  reports,  and  Departmental  policy,  and  microfilming  of  the 
Secretary's  and  Deputy  Secretary's  records  as  required  by  FPHR  101. 11. S; 

~  disseminating  requests  for  information  emanating  personally  from  the  Secretary  and 
the  Deputy  Secretary  to  key  personnel  for  action,  and  monitoring  these  assignments 
in  order  to  meet  established  deadlines; 
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providing  assistance  to  program  areas  by:   (1)  developing  responses  of  either  a 
progranunatic  or  policy  nature  in  situations  where  large  volumes  of  identical  or 
similar  correspondence  is  addressed  to  the  Secretary;  and  (2)  preparing  the 
responses  for  the  signature  of  the  Secretary,  Deputy  Secretary,  Assistant 
Secretary,  or  other  members  of  the  Department's  staff  as  appropriate; 

tracking  and  dispatching  responses  to  (GAO)  and  Congressional  reports;  and 

performing  special  projects  as  assigned  by  the  Secretary. 

In  1992,  the  Office  of  Executive  Secretariat  handled  more  than  64,000  pieces  of 
correspondence/mail  items. 

No  change  is  proposed  in  1994  from  the  1993  current  estimate  of  25  FTE. 


CONTRACTS 


The  table  below  identifies  contract  requirements  unique  to  this  activity. 


Library  Services 

Administrative  and  Management  Services 

Training  Contracts  -  Federal  Employees 
Personnel  and  Training 

Management  Studies 

Immediate  Office  of  the  Assistant 

Secretary  for  Administration 

Finance  and  Accounting 

Procurement  and  Contracts 

Subtotal 

Technical  Services 

Ethics 

Administrative  and  Management  Services 

Finance  and  Accounting 

Personnel  and  Training 

Subtotal 

Data  and  Statistical  Services 

Administrative  and  Management  Services 
Subtotal 

Total 


ACTUAL 
1992 

BUDGET 

ESTIMATE 

1993 

CURRENT 

ESTIMATE 

1993 

ESTIMATE 
1994 

INCREASE  + 

DECREASE  - 

1994  vs  1993 

(Doll 

ars  in  Thousands) 

$612 

S763 

$665 

$665 

... 

1,100 

3,388 

2,116 

2,116 

•  •  • 

25 

25 

75 

30 
80 

75 

2 

2 

468 

800 

1,500 

2,300 

1,972 


30 
30 


3,100 


30 
30 


25 
300 


325 


800 
2,300 
3,100 


30 
30 


6,236 


25 
299 


600 
1,650 
2,250 


30 
30 


-$1 


-200 
-650 
-850 


-851 


Library  Services.   These  funds  provide  operation  services  for  the  HUD  Library  by  a 
contractor  and  various  ancillary  services,  generally  obtained  from  or  through  the  Library  of 
Congress.   The  1993  current  estimate  of  $665  thousand  reflects  a  decrease  of  $98  thousand  from 
the  1993  Budget  estimate  of  $763  thousand.   No  change  is  proposed  to  the  1993  current  estimate 
for  1994. 

Training  Contracts  -  Federal  Employees.   These  contract  funds  provide  for  various  types  of 
training  for  HUD  employees,  technical  and  managerial,  both  in  Headquarters  and  the  Field,  which 
make  them  better  able  to  perform  their  jobs.   The  funding  provides  for  training  facilities, 
development  of  training  programs  and  associated  support  costs.   Funding  in  this  activity  is  under 
the  Office  of  Personnel  and  Training  for  employee  training  Departmentwide.   The  1993  current 
estimate  reflects  a  decrease  of  $1,272  thousand  to  the  Budget  estimate  of  $3,388  thousand,  due  to 
funding  constraints.   The  1994  estimate  proposes  no  increase  from  the  1993  current  estimate. 
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Management  Studies.   These  funds  provide  for  contractor  assistance  for  management  analysis 
activities.   The  1993  current  estimate  of  $325  thousand  reflects  an  increase  of  $250  thousand 
from  the  Budget  estimate  of  $75  thousand.   The  increase  results  from  anticipated  management 
studies  for  the  Imediate  Office  of  the  Assistant  Secretary  for  Administration,  proposed  at 
$25  thousand.   It  also  includes  an  increase  of  $225  thousand  in  OPA,  which  will  be  used  to 
provide  assistance  to  analyze,  evaluate,  and  document  the  effectiveness  of  the  1992 
reorganization.   The  1994  estimate  of  $299  thousand  reflects  a  decrease  of  $1  thousand  from  the 
1993  current  estimate,  due  to  administrative  reductions  in  accordance  with  Executive  Order  12837. 

Technical  Services.   These  funds  are  for  specialized  technical  support  which  is  not 
identified  in  other  categories.   The  1993  current  estimate  of  $3,100  thousand  reflects  no  change 
from  the  1993  Budget  estimate.   A  reduction  of  $200  thousand  in  1994  is  projected  for  the  Office 
of  Finance  and  Accounting,  due  to  coiqiletion  of  revisions  to  the  Self-Assessment  Guides  for  OFA 
operations  and  the  Regional  Accounting  Directors.   Technical  services  funds  for  this  Office  will 
be  used  to  convert  BUD  accounting  systems  to  the  Standard  General  Ledger,  revising,  and  creating 
desk  procedures  for  existing  and  new  programs,  establishing  and  revising  financial  programs  and 
systems  documentation,  correcting  deficiencies,  and  improving  Departmental  audit  abilities.   A 
reduction  of  $650  thousand  in  1994  is  projected  for  the  Office  of  Personnel  and  Training.   The 
decrease  reflects  a  reduction  in  costs  for  payroll  processing  services  provided  by  the  National 
Finance  Center  (HFC)  of  the  Department  of  Agriculture  and  a  transfer  of  telecooBunications  costs 
for  the  NFC  contract  to  the  Working  Capital  Fund. 

Data  and  Statistical  Services.   These  funds  reflect  HUD's  shore  of  the  costs  of  preparing 
the  Single  Audit  Clearinghouse  Report,  prepared  by  the  Department  of  Coonerce.   The  1993  current 
estimate  and  1994  estimate  reflect  no  change  from  the  1993  Budget  estimate  of  $30  thousand. 
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SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 

The  consolidated  discussion  for  the  appropriation  "Salaries  and  Expenses,  HUD"  is  shown  in 
Part  3  of  the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and 
administrative  expenses  requirements  associated  with  each  of  the  major  program  areas  of  the 
Department,  a  separate  section  for  Salaries  and  Expenses  has  been  included  under  each  section  of 
the  Justifications.   All  data  are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992, 
1993,  and  1994,  including  the  separate  Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  13;   FIELD  ADMINISTRATION 

ACTIVITY  HIGHLIGHTS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

VB  1993 

(DollarE 

i  in  ThouB 

lands) 

$87,996 

$94,953 

$98,821 

$98,228 

-$593 

924 

801 

932 

929 

-3 

925 

836 

965 

957 

-8 

Total  Budget  Activity 

Full -Time  Permanent  Appointments, 

End-of - Year 

Full-Time  Equivalent  Employment 

NOTE:   Full-time  permanent  (FTP)  appointments  are  estimated  based  on  a  calculation  of  the 
permanent  appointments  made  affordable  by  Full-Time  Equivalent  (PTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  ACTIVITY 

These  staff  are  responsible  for  all  administrative  functions  in  the  Department's 
Regional  and  Field  Offices.   Most  duties  performed — such  as  accounting,  personnel,  contracting 
and  administrative  services  provide  direct  and  essential  daily  support  to  program  operations. 
Field  Administration  staff  also  help  program  managers  conduct  their  work  responsibly  and 
effectively  by  providing  management  and  budget  services,  operational  planning  and  monitoring,  and 
management  information  services,  including  reports,  statistics  and  automated  data  processing 
(AOP)  services. 

2.  WORKLOAD 

The  workload  undertaken  by  Field  Administration  staff  includes  basic  activities  such  as 
mail  delivery  and  maintenance  of  inventories  of  forms  and  issuances,  processing  actions  to 
obligate  funds,  reviewing  and  paying  project  accounting  vouchers,  and  processing  personnel  and 
procurement  transactions.   It  also  includes  more  complex  activities,  such  as  the  conduct  of 
management  and  financial  analyses  in  support  of  significant  decisions  by  Regional  officials  and 
coordination  of  the  Region-wide  administrative  functions  in  support  of  program  accomplishment. 

WORKLOAD  INDICATOR  1992         1993         1994 

Accounting  documents  processed 1,083,979 

Personnel  services — number  of  staff  served 10,278 

Administrative  Services — number  of  staff  served 10,278 

Information  services: 

Information  and  technical  management — number  of  staff  served  10,278 

Information  Systems  supported — number  of  computers/LANS 9,986 

Computer  Operations  Support — number  of  devices 2,789 

Information  and  Technical  Training — number  of  hours  trained.  46,291 

Management  and  Budget  services — number  of  staff  served 10,278 

Contracting  services — staff  provided  by  specific  allowances...  NA 

General  Direction — number  of  staff  served 10,278 
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1,094,000 

1,094,000 

9,679 

9,511 

9,679 

9,511 

9,679 

9,511 

9,986 

9,986 

2,800 

2,800 

46,300 

46,300 

9,679 

9,511 

NA 

NA 

9,679 

9,511 

511 
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SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 


The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff 
by  grade  level  for  1992,  1993  and  1994. 


ACTUAL 
1992 


ESTIMATE 
1993 


ESTIMATE 
1994 


GRADE 


GS/GH-15 10 

GS/GM-14 37 

GS/GM-13  and  below 877 

Total,  Full-Time  Permanent 

Appointments,  End-of-Year 924 

Full-Time  Equivalent  Employment  925 


13 

41 

878 

932 
965 


13 

41 

875 

929 
957 


EXPLAMATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-time  equivalent  employment  by 
function. 


FULL-TIME  EQUIVALENT  EMPLOYMENT 


Regional  Offices! 

General  Direction 

Accounting 

Personnel  Services 

Administrative  Services 

Management  Information  Services. 
Management  and  Budget  Services.. 

Contracting  Services 

Subtotal 

Field  Offices: 

General  Direction 

Personnel  Services 

Administrative  Services 

Management  Information  Services. 

Management  and  Budget  Services.. 

Subtotal 

SUMMARY! 

General  Direction 

Accounting  Services 

Personnel  Services 

Administrative  Services 

Management  Information  Services. 
Management  and  Budget  Services.. 

Contracting  Services 

Subtotal 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

VB  1993 

22.3 

21.0 

22.4 

22.4 

207.8 

197.0 

204.0 

202.0 

-2.0 

175.1 

152.1 

167.3 

165.9 

-1.4 

101.4 

95.5 

100.0 

98.8 

-1.2 

91.3 

86.0 

88.6 

88.0 

-0.6 

52.5 

52.9 

50.1 

50.1 

■  ■  ■ 

56.4 
706.8 

39.0 
643.5 

115.0 
747.4 

114.0 
741.2 

-1.0 
-6.2 

50.0 

43.0 

49.6 

49.6 

31.0 

19.9 

29.7 

29.1 

-0.6 

75.6 

72.5 

77.0 

76.2 

-0.8 

49.3 

45.0 

51.4 

51.0 

-0.4 

11.9 

12.1 

9.9 

9.9 

217.8 


192.5 


217.6 


215.8 


-1.8 


72.3 

64.0 

72.0 

72.0 

.  .  . 

207.8 

197.0 

204.0 

202.0 

-2.0 

206.1 

172.0 

197.0 

195.0 

-2.0 

177.0 

168.0 

177.0 

175.0 

-2.0 

140.6 

131.0 

140.0 

139.0 

-1.0 

64.4 

65.0 

60.0 

60.0 

. . . 

56.4 

39.0 

115.0 

114.0 

-1.0 

924.6 

836.0 

965.0 

957.0 

-8.0 

68-995  O— 93- 
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1.   General  Direction 


Pull-Time  Equivalent  Employment. 


CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  vs  1993 

72.3 


72.0 


72.0 


The  General  Direction  function  consists  of  the  immediate  offices  of  the  Regional 
Directors  of  Administration  and  the  Directors  of  Administration  and  their  immediate  staff  in 
those  Field  Offices  of  sufficient  size  to  warrant  such  positions.   The  Directors  are  responsible 
for  the  direction,  coordination  and  monitoring  of  administrative  activities  in  their  locales. 
The  Regional  Directors  of  Administration  are  also  responsible  for  overall  supervision  of  such 
activities  throughout  the  Region  and  for  advising  the  Regional  Administrator  on  matters  of 
administrative  management  and  policies. 

No  change  to  the  1993  level  is  proposed  for  1994. 

2.   Accounting  Services 


Pull-Tijne  Equivalent  Employment. 


CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  VB  1993 

207.8 


204.0 


202.0 


-2.0 


The  Regional  accounting  function  is  conducted  exclusively  at  the  Regional  Office  level; 
there  are  no  accounting  staff  in  the  Field  Offices.  The  staff  provide  accounting  support  to  all 
program  and  administrative  activities,  except  mortgage  insurance  programs.  They  are  responsible 
for  processing  all  travel  vouchers  and  other  administrative  payments  for  the  Region,  maintaining 
the  Department's  accounts  in  the  Region,  preparing  numerous  reports  and  analyses  that  reflect 
program  and  budgetary  performance  and  needs,  and  providing  advice  and  assistance  to  local 
agencies  on  all  accounting  requirements  relating  to  HUD  programs. 

A  decrease  of  3.8  FTE  in  1993,  as  compared  to  1992  actual  usage,  reflects  available 
staffing  resources.   The  decrease  of  2  FTE  in  1994  reflects  ia^roved  productivity  and  the  overall 
reduced  level  of  staffing  under  Executive  Order  12839. 

3.   Personnel  Services 


Full-Tiae  Equivalent  EgfiloyBent. 


CURRENT 

INCREASE  + 

ACTUAL 

BSTIHATB 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  vs  1993 

206.1 


197.0 


19S.0 


-2.0 


The  personnel  support  function  consists  of  standard  personnel  services,  such  as 
processing  merit  staffing  actions,  classification,  training,  es^loyee  counseling  and  monagenent 
advisory  services.   These  services  are  conducted  principally  at  the  Regional  level,  but  staff  are 
provided  to  Field  Offices  in  those  coses  where  sufficient  staffing  levels  merit  on-site  support. 
Responsibilities  of  the  Regional  staff  Include  providing  guidance  and  support  to  the  staff  in  the 
Field  Offices,  as  well  as  iBonitorlng  their  activities. 

A  decrease  of  9.1  FTE  in  1993,  as  coopared  to  1992  actual  usage,  reflects  available 
staffing  resources.  The  decrease  of  2  FTB  In  1994  reflects  the  overall  reduced  level  of  ■tofllng 
under  Executive  Order  12839. 
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4 .   Administrative  Services 


•pi  . 


CURRENT  INCREASE  +   ■ 

ACTUAL   ESTIMATE   ESTIMATE    DECREASE  - 
1992      1993       1994     1994  vb  1993 

Full-Time  Equivalent  Employment...      177.0     177.0      175.0        -2.0 

Administrative  services  consist  of  a  wide  variety  of  support  activities  including  mail 
handling,  communication  services,  space  management,  inventory  controls,  printing  support,  and 
property  and  paperwork  management.   Staff  are  assigned  to  both  Regional  and  Field  Offices,  with 
policy  guidance  and  management  provided  by  staff  at  the  Regional  level. 

The  decrease  of  2   FTE  in  1994  is  in  accordance  with  Executive  Order  12839. 

5.   Management  Information  Services 


CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  vs  1993 

Full-Time  Equivalent  Employment...     140.6    140.0     139.0       -1.0 

Management  information  Eervices  are  principally  related  to  automated  data  proceBEing. 
The  services  consist  of  data  management,  reporting  and  information  services,  developing  local 
systems,  and  providing  monitoring  and  technical  assistance  in  the  areas  of  data  quality,  special 
studies,  and  reports  and  statistics.   The  services  are  provided  in  both  Regional  and  Field 
Offices,  with  the  responsibility  for  policy  guidance  and  technical  assistance  residing  at  the 
Regional  Office  level. 

A  decrease  of  .6  FTE  in  1993,  as  compared  to  1992  actual  usage,  reflects  available 
staffing  resources.   The  decrease  of  1  FTE  in  1994  is  in  accordance  with  Executive  Order  12839. 

6 .   Management  and  Budget  Services 

CURRENT  INCREASE  + 

ACTUAL   ESTIMATE   ESTIMATE    DECREASE  - 
1992     1993      1994    1994  vs  1993 

Full-Time  Equivalent  Employment...     64.4      60.0      60.0         ... 

Management  and  budget  services  consist  of  a  wide  variety  of  activities,  principally 
funds  allocation  and  monitoring,  preparation  and  justification  of  annual  budgets,  organization 
and  management  analyses,  coordination  of  the  Departmental  time  reporting  and  management  plan 
systems  within  the  Region,  and  the  monitoring  and  analysis  of  resource  utilization  within  the 
Region.   The  staff  providing  these  services  are  distributed  among  both  the  Regional  and  Field 
Offices,  with  the  responsibility  for  coordinating  services  and  providing  policy  guidance  residing 
at  the  Regional  level. 

A  decrease  of  4.4  FTE  in  1993,  as  compared  to  1992  actual  usage,  reflects  available 
staffing  resources.   No  change  to  the  1993  level  Ib  proposed  for  this  function  in  1994. 
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Contracting  Servicea 


CUmBNT 

IHCREASE  + 

ACTOAL 

BSTIHATB 

KSTIMATB 

OECRBASB  - 

U92 

1993 

1994 

1994  VB  1993 

Pull-Tlma  equivalent  Bm>loyment. 


56.4 


IIS.O 


114.0 


-1.0 


Principal  activities  of  the  Regional  Contracting  Officer  include  evaluating  and 
monitoring  all  Regional  procurement  to  enaure  conqpliance  with  policies  and  regulations,  placing 
and  administering  contracts  over  $10  thousand,  awarding  certain  cooperative  agreements,  and 
administering  grants  and  cooperative  agreements  as  delegated.   This  service  is  conducted  at  the 
Regional  Office  level  only. 

An  increase  of  SB. 6  FTB  in  1993,  as  compared  to  actual  1992  staffing  levels,  reflects 
the  transfer  from  Housing  of  the  property  disposition  contracting  function  (98  FTB)  during  1993. 
The  decrease  of  1  FTB  in  1994  reflects  the  overall  reduced  level  of  staffing  in  accordance  with 
Executive  Order  23839. 

The  Department  has  developed  and  implemented  a  productivity-based  system  for 
establishing  Field  staffing  levels,  the  Resource  Allocation  Guidelines  System  (RACS).   For  this 
activity,  the  guidelines  differ  by  type  of  function  performed.   For  example,  accounting  staff  is 
determined  by  the  number  of  documents  processed,  personnel  staff  by  the  number  of  Field  staff 
supported,  and  management  staff  on  the  basis  of  local  allowances.   The  staffing  allowances 
reflect  the  current  estimates  for  the  functions  based  upon  a  combination  of  previously 
established  work  measurement  standards  and  considerations  of  ongoing  procedural  and 
organizational  changes  designed  to  more  efficiently  use  staff  resourcses.   The  following  table 
summarizes  actual  1992  RAGS  data  and  estimates  for  1993  and  1994.   The  data  indicates  the  work 
units  measured,  the  hours  required  per  unit,  and  the  FTE  requirements  derived  from  these  factors. 
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DBPARTHBHT  OF  BOOSING  MID  ORBAN  DBVBLOPMBHT 
SALftRIBS  AND  BXPBNSES,  BOUSING  AND  URBAN  DEVBLOPHBNT 

The  conBOlldated  dlacuselon  for  the  appropriation  'Salarlea  and  Expenses,  HUD*  is  shovm  in  Part  3  of 
the  Justifications.   However,  in  order  to  present  in  sequence  the  specific  staffing  and  administrative 
expenses  requirements  associated  with  each  of  the  major  program  areas  of  the  Department,  a  separate 
section  for  Salaries  and  Expenses  has  been  included  under  each  section  of  the  Justifications.  All  data 
are  presented  on  a  comparable  basis  for  the  3  fiscal  years — 1992,  1993  and  1994,  including  the  separate 
Headquarters  appropriations  in  1992. 

BUDGET  ACTIVITY  14 1   FIELD  DIRECTION  AND  OPERATIONAL  SUPPORT 


ACTIVITY  HIGHLIGHTS 


ACTUAL 
1992 


Total  Budget  Activity $31,022 

Pull-Time  Permanent  J^pointments,  BOY.     495 
Full-Tlme  Equivalent  Employment 524 


BUDGET 

ESTIMATE 

1993 


CURRENT 

ESTIMATE 

1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 

$30,536    $30,136    $31,853 

475        495        462 

477        469        463 


INCREASE  + 

DECREASE  - 

1994  VS  1993 


+$1,717 

-33 

-6 


Notei   Pull-time  permanent  positions  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalent  (FTE)  eo^loyment  ceilings.  They 
are  not  control  numbers  and  may  vary  depending  on  conditions. 

STAFFING  SUMMARY 

1.  SCOPE  OP  ACTIVITY 

The  Field  Direction  ond  Operational  Support  activity  funds  staff  which  direct  and  manage  the 
Department's  Field  programs  and  provide  cross-program  technical  support  in  the  areas  of  economic  market 
analysis  and  labor  relations.   Specifically,  the  Field  Direction  function  includes  the  staff  required  for 
the  direction  and  overall  administration  of  the  Department's  Field  programs  and  activities  in  accordance 
with  delegated  authority  and  with  policy  and  other  directives  of  the  Secretary  or  principal  officials. 
Operational  Support  includes  three  functionsi  Regional  program  analysis.  Economic  Market  Analysis  (EMA), 
and  labor  relations.  EMA  and  labor  relations  directly  support  Housing  and  Community  Planning  and 
Development  (CPD)  workload  processing. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 

The  following  table  provides  a  summary  of  the  distribution  of  full-time  permanent  staff  by  grade 
level  for  1992,  1993  and  1994. 


GRADE 

ES-5 

BS-4 

ES-3... 

ES-2 

GS/GM-15 

GS/GM-14 

GS/GM-13  and  Below... 
Total,  Pull-Time 
Perm  Appointments. 
Full-Time  Equivalent 
Employment 


ACTUAL 
1992 

8 
12 

3 

3 

65 

49 

355 

495 

524 


ESTIMATE 
1993 

4 
16 

3 

3 

69 

50 

350 

495 

469 


ESTIMATE 
1994 

4 
16 

3 

3 

69 

50 

317 

462 

463 
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Budget  Activity  14:   Field  Direction  and  Operational  Support 


EXPLANATION  OF  STAFFING  REQUIREMENTS 

The  following  table  indicates  the  distribution  of  full-tljne  equivalent  (FTE)  employment  in  Field 
Direction  and  Operational  Support. 

FULL-TIME  EQUIVALENT  EMPLOYMENT 


FIELD  DIRECTION I 

Regional  Offices 

Field  Offices 

Subtotal 

OPERATIONAL  SUPPORT: 

Regional  Offices 

Field  Offices 

Subtotal 

SUMMARY: 

Regional  Offices 

Field  Offices 

Total  Full-Time  Equivalent 
Employment 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

13S 

96 

96 

96 

194 
329 

186 
282 

178 
274 

172 
268 

-6 
-6 

115 

115 

115 

115 

80 

80 

80 

80 

195 

195 

195 

195 

... 

250 

211 

211 

211 

274 

266 

258 

252 

-6 

524 

477 

469 

463 

-6 

1.   REGIONAL  OFFICES 

A.   FIELD  DIRECTION  STAFF 

The  Regional  Administrator  is  responsible  to  the  Secretary  for  administering,  within  the 
defined  geographic  boundaries  of  the  Region,  all  of  the  Department's  programs  and  activities  in 
accordance  with  the  program  directions  of,  and  subject  to  delegations  of  authority  from,  the  Secretary 
and/or  responsible  Assistant  Secretaries. 

Other  duties  of  the  Regional  Administrator  include:  coordinating  with  the  related  progra.ii 
activities  of  other  Federal  departments  and  agencies  having  jurisdiction  within  the  same  Region; 
coordinating  HUD'S  activities  with  State  governments  within  the  Region,  and  serving  as  the  Department's 
principal  Field  liaison  with  governors  and  other  State  officials;  planning,  n:anaging  and  directing  the 
operation  of  the  Regional  Office,  supervising  other  Regional  Office  officials;  providing  overall 
management  supervision  and  direction  to  Field  Offices;  and  monitoring  and  evaluating  Field  Office 
performance. 

The  Regional  Administrator  is  assisted  in  carrying  out  these  functions  by  a  Deputy  Regional 
Administrator  and  a  small  staff  of  secretaries  and  specialist  aides.  These  include  a  Public  Affairs 
Officer,  who  is  responsible  for  Regionwide  public  affairs  services,  and  two  special  assistants. 


B. 


OPERATIONAL  SUPPORT  STAFF 


Each  Regional  Office  has  a  Regional  Economist  who  supervises  a  staff  of  economists 
performing  all  Field  Office  EMA  functions  and  who  serves  as  the  principal  advisor  to  the  Regional 
Administrator  on  economic  matters  and  market  analysis  aspects  of  the  Department's  Rousing  and  CPD 
programs.  Additionally,  the  Regional  Economist  provides  economic  intelligence  and  analysis  to  the 
Regional  Administrator  and  Headquarters  on  the  condition  of  the  entire  Regional  economy  and  separate 
local  markets  within  the  Region.   The  Regional  Economist  also  provides  conformity  with  program  standards 
of  Field  Office  economists'  performance  through  monitoring  and  evaluation  efforts. 

The  Regional  Labor  Relations  Officer  and  staff  have,  on  behalf  of  the  Regional 
Administrator,  primary  responsibility  for  monitoring  and  evaluating  management  of  labor  relations  and 
labor  standards  enforcement  in  the  Field  Offices  as  well  as  providing  technical  guidance  and  direction. 
Additionally,  the  Regional  Labor  Relations  Officer  represents  the  Regional  Administrator  on  matters  of 
labor  relations  and  labor  standards  with  other  Government  agencies  and  outside  groups,  including 
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maintaining  liaison  with  organized  labor,  particularly  the  building  and  construction  trades,  and 
contractor  associations.   The  Officer  also  provides  appeal  authority  and  management  review  of  Field 
Office  decisions  arising  under  Title  II,  Section  12  of  the  Housing  and  Community  Development  Act  of  1974. 

The  Program  Planning  and  Evaluation  Staff  has  primary  responsibility  for  coordinating  onsite 
management  performance  evaluation  of  Field  Offices  and  conducting  special  studies  for  the  Regional 
Adminiatrator  on  management  and  prograiu&atlc  Issues. 

2.   FIELD  OFFICBS 

A.  FIELD  DIRBCTIOH  STAFF 

The  Field  Office  Manager  is  responsible  to  the  Regional  Administrator  for  administering, 
within  a  defined  geographic  area,  all  of  the  Department's  programs  assigned  to  the  Field  Office.   These 
may  include  mortgage  insurance  and  assisted  housing  programs,  housing  management,  community  planning  and 
development,  and  other  programs  of  the  Department. 

The  Field  Office  Manager  is  responsible  for  administering  HUD  program  fund  assignments  made 
by  the  program  Assistant  Secretaries  (and  reallocations  made  by  Regional  Administrators)  in  a  manner 
designed  to  implement  and  expedite  program  and  production  goals  to  assure  interprogram  coordination. 

The  Field  Office  Manager  is  assisted  in  carrying  out  these  functions  by  a  Deputy,  a  Special 
Assistant,  and  clerical  support  staff. 

B.  OPBRATIOHAL  SUPPORT  STAFF 

The  Field  Office  Labor  Relations  staff  is  responsible  to  the  Field  Office  Manager  for 
ensuring  the  proper  and  uniform  administration  and  enforcement  of  construction  labor  standards  pertinent 
to  all  HUD  programs  within  the  Office  jurisdiction  and  for  advising  the  Field  Manager  on  labor  relations 
matters.   Specific  functions  of  a  Labor  Relations  staff  include:   wage  requirements  processing, 
conducting  labor  standards  investigations  and  compliance  reviews,  determining  maintenance  wage  rates  for 
public  housing  agencies,  providing  technical  assistance  and  guidance  to  local  public  agencies  on  labor 
standards/labor  relations  matters,  promoting  employment  and  training  opportunity  for  the  disadvantaged  in 
HUD  programs,  preparing  recommendations  for  sanctions  against  labor  standards  violations,  and  supervising 
the  conduct  of  Davis-Bacon  residential  wage  surveys. 

The  Field  Office  Economist  supervising  the  Economic  and  Market  Analysis  (EMA)  staff  is  the 
principal  economic  advisor  to  the  Field  Office  Director.   Depending  on  workload  requirements,  EMA  staffs 
in  the  various  Field  Offices  generally  range  from  two  to  five  professional  economists  and  statistical 
aseistants.   EMA  provides  critical  economic  and  market  analysis  reviews  of  all  major  housing  and  CPD 
program  applications.   As  a  result  of  these  cross-program  responsibilities,  EMA  plays  a  key  role  in 
coordinating  Field  Office  program  delivery  efforts.   For  example,  EMA  review  activities  provide  for 
integration  of  Housing  Assistance  Plans  (HAPs)  prepared  in  conjunction  with  the  Community  Development 
Block  Grant  Program,  the  distribution  of  assisted  housing  funds,  and  review  of  assisted  housing 
development  applications. 

Among  its  specific  functions,  EMA  is  responsible  for  conducting  market  analyses  of  assisted 
and  unassisted  housing  proposals,  reviewing  Urban  Development  Action  Grant  (UDAG)  and  other  economic 
development  program  applications,  reviewing  HAPs,  reviewing  Fair  Market  Rent  modifications,  establishing 
income  limits  for  assisted  housing  programs,  and  coordinating  Field  Office  housing  assistance  allocation 
planning  efforts.   In  order  to  support  these  activities  and  other  Office  needs,  EMA  also  undertakes 
various  comprehensive  or  special  intact  studies. 
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OBPARTHBHT  OF  HOOSING  AND  URBAH  DEVELOPMENT 
SALARIES  AND  EXPENSES,  HOUSING  AND  URBAN  DEVELOPMENT 


The  Budget  request  for  each  of  the  staff  activities  funded  within  the  appropriation  ■Salaries 
and  Expenses,  Housing  and  Urban  Development*  has  been  included  in  the  respective  sections  of  the 
Justifications  associated  with  the  programs  they  support.   This  section  provides  a  consolidated 
justification  for  all  salaries  and  expenses  funds  of  the  Department.   Pursuant  to  12 
U. S.C. 701(c) (3) ,  the  Secretary  is  authorized  to  consolidate  all  operating  expenses  into  a  single 
account  to  simplify  day-to-day  financial  operations  and  provide  some  measure  of  flexibility  in  the 
use  of  personnel  to  carry  out  the  wide  variety  of  Departmental  programs.   This  also  permits 
simplification  of  personnel,  payroll,  management,  and  accounting  procedures.   This  authorization 
was  modified  by  the  1992  Appropriations  Act  to  provide  for  seven  separate  appropriations  for 
Headquarters  program  offices  in  1992;  however,  in  the  1993  Budget  request  and  Appropriations  Act 
and  the  1994  Budget  request,  the  funds  are  consolidated. 

This  section  Includes! 

—  summary  tables  of  all  financing  for  Salaries  and  Expenses  for  the  Department  by  source  of 
funds,  by  budget  activity,  and  by  object  class; 

—  summary  tables  of  staffing  levels  by  organization  for  the  various  categories  of  employment 
and  grade  level; 

—  a  sumnary  explanation  of  proposed  increases  and  decreases; 

—  an  explanation  of  personal  services  obligations;  and 

—  explanations  for  all  other  objects  of  expense. 
APPROPRIATION  HIGHLIGHTS 

The  following  table  summarizes  the  funding  sources  and  staffing  included  in  this  request. 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

•  From  Appropriation  Billi 
Salaries  and  Expenses,  Housing  and  Urban 
Developotent,  including  separate  Appro- 
priations for  Headquarters  offices  in  1992  $438,453 

Transfer  fraa  FHA  Fund 435,000 

Transfer  from  GHNA C,595 

Supplemental  Act  for  1992  (P.L.  102-368).  3,800 

Subtotal 883, 948 

Other  Transfers: 

Transfer  to  National  Conaission  on 

Severely  Distressed  Public  Housing -$250 

Transfer  from  Federal  National  Mortgage 

Association  and  Federal  Home  Loan 

Mortgage  Corporation ... 

Transfer  from  Coaaunity  Oavelopmant 

Grants  expired  funds ... 

Transfer  from  Rehabilitation  Loon  Fund...  1,254 

Interstate  Land  Sales  Registration  Fees..  394 

Manufactured  Housing  Fees 930 

Consolidated  Fa*  Account 1, 109 

Miscellaneous 94S 

Subtotal 4, 382 

Onobligatad  balance  carried  forward -3,600 

Unobligated  balance  lapsing -2.516 

Total  Obligations 882,114 

Outlays  (nat) 391,897 


(Dollars  in  Thousands) 


$489,864 

$452,567 

$465,553 

+$12,986 

438,000 

432,497 

444,872 

+12,375 

6,936 

6,936 

8,038 

+1,102 

200 

-200 

934,800   892,200    918,463 


+26,263 


$5,547 

./ 

./    ...  ./ 

... 

... 

$200 

■  •  • 

-$200 

1,254 

1,374 

$1,254 

-120 

500 

550 

550 

900 

950 

923 

-27 

509 

509 

509 

... 

110 
8,820 

116 
3,499 

10 
3,246 

-106 
-453 

... 

3,600 

... 

-3,600 

... 

943,620 

899,499 

921,709 

+22,210 

477,980 

474,051 

462,613 

-11,438 
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".IM. 


BUDGET    CURRENT  INCREASE  * 

ACTUAL   ESTIMATE   ESTIMATE   ESTIMATE    DECREASE  - 
1992     1993      1993      1994     1994  vb  1993 


Full-Time  Permanent  J^ipointments, 

End  of  Year  b/ 

Full-Time  Equivalents  b/c/ 


13,359 
13,194 


12,536 
12,775 


12,295 
12,549 


12,235 
12,329 


-60 
-220 


NOTE: 


Full-time  permanent  figures  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  full-time  equivalent  (FTE)  employment.   They  are  not  control 
numbers  and  may  vary  depending  on  conditions.  All  FTE  figures  exclude  terminal  leave, 
which  is  no  longer  counted  as  FTE. 

a/  Reflects  proposed  reimbursement  from  Federal  National  Mortgage  Association  (FNHA)  and 
Federal  Home  Ixsan  Mortgage  Corporation  (FHLHC)  to  support  the  Office  of  Federal  Housing 
Enterprise  Oversight.   This  is  proposed  to  be  a  separate  account  in  the  1993  Current 
Estimate,  and  the  1994  Request. 

b/  For  Salaries  and  Expenses,  HUD,  and  in  1992  the  separate  Headquarters  Appropriations  only. 
Does  not  include  Working  Capital  Fund,  the  Federal  Housing  Enterprise  Oversight  Office,  or 
Office  of  Inspector  General. 

c/  Does  not  include  terminal  leave. 


SUMMARY  OF  BUDGET  REQUEST 

For  1994,  the  requested  appropriation  is  $918,463  thousand,  which  consists  of 
$465,553  thousand  in  budget  authority,  and  authority  to  transfer  $444,872  thousand  from  various 
FHA  accounts  and  $8,038  thousand  from  GNMA.   Including  reimbursements,  fees  and  other  sources,  it 
is  estimated  that  the  total  obligations  for  'Salaries  and  Expenses,  Housing  and  Urban  Development* 
will  be  $921,709  thousand.  These  funds  will  support  12,329  full-tine  equivalent  staff. 

ESTIMATED  OBLIGATIONS 

The  following  table  provides  a  comparison  of  the  actual  1992  and  estimated  1993  and  1994 
obligations  for  each  of  the  Department's  activities.  A  discussion  of  each  activity  is  included  in 
the  respective  sections  of  the  Justifications  associated  with  the  programs  they  support. 


BUDGET 
ACTUAL    ESTIMATE 
1992«     1993 


CURRENT 

ESTIMATE 

1993 


ESTIMATE 
1994 


(Dollars  in  Thousands) 

Housing  Programs $339,544  $373,988  $344,205  $356,695 

Public  and  Indian  Housing 94,682  104,739  100,596  103,650 

Government  National  Mortgage  Association.  6,705  7,046  7,052  8,048 

Community  Planning  and  Development 67,814  73,809  69,729  71,286 

Policy  Development  and  Research 12,941  14,613  12,978  14,050 

Fair  Housing  and  Equal  Opportunity 44,665  49,632  48,525  47,964 

Departmental  Management 10,573  14,456  11,578  11,618 

Lead  Based  Paint  Abatement 1,069  1,434  1,539  1,759 

General  Counsel 17,292  19,625  17,718  17,970 

Field  Legal  Services 19,158  18,170  19,165  20,327 

Chief  Financial  Officer 4,003  4,536  4,805  8,746 

Administration  and  Staff  Services 144,650  130,536  132,652  129,515 

Field  Direction  and  Operational  Support..  31,022  30,536  30,136  31,853 

Field  Administration 87,996  94,953  98,821  98,228 

Federal  Housing  Enterprise  Oversight j_j_j^  5,547    ._;_^            :j_i     

Total  Obligations 882.114  943.620  899.499  921,709     +22^ 

*   Includes  amounts  for  the  seven  Headquarters  appropriations,  established  in  the  1992 
Appropriation  Act. 


INCREASE  * 

DECREASE  - 

1993  VB  1992 


f$12,490 
+3,054 

+996 
+1,557 
+1,072 

-561 
+40 

+220 

+252 
+1,162 
+3,941 
-3,137 
+1,717 

-593 
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Ttia  table  below  displays  total  obligations  by  object  class  snd  Is  followed  by  discussions 
of  tbe  estlaatsa. 

BODGBT      COMtBMT  IMCRBASB  * 

ACTOAL    BSTIMATB     BSTIMATB    BSTINATB  DBCRBASB  - 

1992*      1991        1993       1994  1994  vs  1993 
(Dollars  in  Thousanda) 

Personal  Services $S24,981  $6C7,181  $«4S,874  $fi£4,466     +$16,592 

Travel  and  Transportation  of  Persons 11,111  14,829  13,847  13,008 

Transportation  of  Things 226  600  1,076  594 

Rent,  CosBunications  and  Otilitiea 86,888  93,887  102,050  101,272 

Printing  and  Reproduction 5,730  5,720  5,716  5,725 

Other  Services 139,503  152,064  121,543  127,202 

Supplies  and  Naterials 5,281  5,250  5,248  5,243 

Furniture  and  Bquipsiant 7,383  3,673  3,729  3,772 

Insurance  and  Indeamities 1.011  416  416  427 

Total  Obligationa 882.114  943.620  899.499  921.709 

•  Includea  obligationa  for  the  aeven  Headquartera  Appropriationa  in  1992. 

1.  CHAWGBS  FROM  1992  BSTIMATBS  IBCLODBD  III  1993  BODGBT 

The  actual  obligations  of  $882,114  thousand  during  1992  are  $1,426  thousand  less  than  the 
$883,540  thousand  estimated  in  the  previous  Budget  projection.  This  is  the  net  result  of  an 
overage  of  $5,875  thousand  for  peraonal  aervlcea  nore  than  offset  by  $7,301  thousand  for  support 
costs  that  were  below  the  estimate.   The  higher  level  of  obligationa  for  personal  services 
reflects  the  Control  File  Subsystem/Tenant  Rental  Assistance  Certification  Program  (CPS/TRACS), 
and  a  alightly  higher  average  peraonal  services  costs  than  budgeted.   The  decrease  in  support 
costs  results  from  strict  controls  on  obligations  for  travel  and  contractual  support,  lower  rent 
costs  due  to  the  timing  of  Field  Office  moves,  and  lower  FTS  charges,  partially  offaet  by  higher 
obligations  for  supplies  and  materiala  and  furniture  and  equipment. 

2.  CHAMGBS  TO  1993  BODGBT  BSTIMAIBS 

The  1993  current  estimate  varies  frosi  the  1993  Budget  estimate  as  follo%m 

(Dollars  in  Thousands) 

Budget  estimate $943 , 620 

Deduct  Congressional  action  on  1993  request  for  S(B,  HUD -42,800 

Carryover  and  1993  funda  from  1992/1993  Supplemental  Appropriation -fSfSOO 

Deduct  1993  funding  for  the  Office  of  Federal  Housing  Bnterprise  Oversight  -5,547 

Adjustments  in  other  transfers  and  fees •'•426 

Current  1993  estimate 899,499 

The  changes  to  the  funding  requirementa  for  1993  are  the  result  of  the  following! 

—  a  reduction  of  $42,800  thousand  in  the  Salaries  and  Expenses,  BOD,  appropriation,  from 
the  1993  Budget  request; 

—  an  increase  of  $3,800  for  disaster  relief,  $3,600  thousand  of  which  is  funding  carried 
over  from  1992,  and  $200  thouaand  is  for  new  funds  in  1993,  pursuant  to  the  1992 
Supplemental  Appropriation  Act  (P.L.  102-368); 

—  a  decrease  of  $5,547  thousand  budgeted  for  the  Office  of  Federal  Housing  Bnterprise 
Oversight.   This  Office  Is  proposed  to  be  Included  as  a  aeparate  account  from  the  StB, 
HUD  qiproprlation;  and 

~  an  increaae  in  tranafers  from  the  Rehabilitation  Loan  Fund  of  $120  thousand,  an 

estimated  increaae  from  Interstate  Land  Sales  Registration  Fees  of  $50  thousand,  on 
estimated  increase  from  Hanufactured  Bousing  Fees  of  $50  thousand,  an  increase  of 
$6  thouaand  from  the  GmiA  Hanagement  and  Liquidating  Functions  Fund,  and  an  increase 
of  $200  thousand  from  CoBBunity  Development  Grant  expired  funda. 
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3.   ANALYSIS  OF  IMCREASBS  AMD  DECREASES 

1993  1994 

(Dollars  in  Thousands) 

Prior  year  obligations $882,114  S899,499 

Changes  to  staffing  level -18,968  -8,607 

Annualization  of  fiscal  year  1992  pay  raise. +S,773  ... 

Fiscal  year  1993  pay  raise +15,818  +5,273 

Changes  due  to  career  ladder  promotions +8,370  +8,076 

Disaster  relief +1,622  -1,622 

Change  due  to  within  grade  increases +6,174  +5,760 

Change  to  health  benefits  costs +1,345  +913 

Change  to  terminal  leave  costs +181  +3,117 

All  other  changes  in  average  FTE  costs +240  +5,441 

Change  in  Employee  Compensation  Fund  payment +338  +241 

Changes  to  travel  costs +2,736  -839 

Changes  to  transportation  costs +850  -482 

Changes  to  office  space  rental  payment  to  GSA +10,671  +553 

Changes  to  the  Federal  Telecommunications  System  (FTS)  charges +154  -1,270 

Changes  to  local  telephone  costs +982  -25 

Changes  to  postal  services  costs +1,861  -10 

Changes  to  equipment  rental  costs +922  -8 

Changes  to  training  enrollments  and  support  for  Federal  employees..  +1,312  -200 

Changes  to  management  studies  costs +982  -30 

Changes  to  data  and  statistical  services  costs -239  +48 

Changes  to  technical  services  costs +3,534  -2,369 

Changes  to  public  information  services  costs +220  -41 

Changes  to  the  support  of  the  Housing  Assistance  Council  and  the 

National  American  Indian  Housing  Council ...  -2,500 

Changes  to  space  alterations +357  -327 

Changes  to  automated  data  processing  services  costs -26,081  +14,665 

Changes  to  furniture  and  equipment  purchases -3,654  +43 

All  other  changes +1.885  -3,590 

Total  obligations 899,499  921,709 

Personal  services  costs  increased  by  $20,893  thousand  in  1993  and  by  $18,592  thousand  in 
1994  over  the  prior  year's  obligations.   The  changes  are  due  to  the  following) 

—  changes  to  the  average  employment  level  result  in  a  decrease  of  $18,968  thousand 
in  1993  and  a  decrease  of  $8,607  thousand  in  1994.   These  amounts  reflect  a 
decrease  of  645  FTE  in  1993  and  220  FTE  in  1994; 

—  the  full  year  cost  as  annualized  in  1993  of  the  pay  raise  effective  January  1992  is 
expected  to  cost  $5,773  thousand  in  1993; 

—  the  1993  pay  raise  of  3.7  percent  which  became  effective  in  January  1993  is  expected 
to  cost  $15,818  thousand  in  1993  and  $5,273  thousand  in  1994; 

—  career  ladder  promotions  are  expected  to  cost  an  additional  $8,370  thousand  in  1993, 
and  $8,076  thousand  in  1994;  this  downward  trend  is  expected  to  continue; 

—  the  personnel  costs  associated  with  the  1992  supplemental  funding  carried  forward  into 
1993,  are  $1,622  thousand  for  disaster  relief  for  Hurricanes  Andrew  and  Iniki; 

—  the  cost  of  within-grade  increases  is  expected  to  be  $6,174  thousand  in  1993  and 
$5,760  thousand  in  1994,  including  the  annualized  cost  of  increases  from  the  prior 
year ; 

—  health  benefits  costs  are  expected  to  increase  $1,345  thousand  in  1993  and 
$913  thousand  in  1994  due  to  higher  costs  for  health  services; 

—  the  cost  of  terminal  leave  (payment  to  employees  for  the  balance  of  their  annual  leave 
when  they  leave  Federal  service)  is  expected  to  increase  by  $191  thousand  in  1993,  and 
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b7  $3,117  thousand  In  1994.   The  large  increase  in  terminal  leave  payinentB  in  1994  is 
due  to  increased  attrition  anticipated  in  1994. 

--  the  Employee  Compensation  Fund  (BCF)  payment  to  the  Department  of  Labor  is  projected 
to  increase  by  $338  thousand  in  1993  and  by  $241  thousand  in  1994. 

—  all  other  changes  in  average  FTE  costs  vould  result  in  a  net  increase  of  $230  thousand 
in  1993  and  an  increase  of  $S,441  thousand  in  1994.   These  costs  include: 

o  anticipated  promotions  not  due  to  career  ladders; 

o  increasing  costs  of  the  staff  in  the  Federal  Employees'  Retirement  System  (FERS) 
rather  than  the  Civil  Service  Retirement  System  (CSRS).   The  agency  contribution  is 
between  20  and  24  percent  for  employees  under  FERS  (including  the  PICA  assessment 
and  depending  on  their  ovm  Thrift  Savings  Plan  (TSP)  contribution  which  determining 
the  agency's  matching  amount  between  1  and  S  percent),  versus  7  percent  for  an 
employee  in  the  CSRS.   Since  all  recent  employees  (since  January  1,  1984)  are  in 
FERS,  the  cost  of  retirement  to  Federal  agencies  is  increasing  at  a  decreasing  rate 
as  employees  under  CSRS  leave  active  Federal  service; 

o  increased  contribution  under  the  government  matching  program  to  the  TSP.   It  is 
anticipated  that  many  employees  approaching  retirement  will  increase  their  TSP 
contribution  (and  thus  the  government's  matching  share)  to  have  available  the 
anticipated  level  of  benefits  upon  retirement; 

o  a  substantial  increase  in  1993  in  cases  filed  under  Title  VIII  of  the  Civil  Rights 
Act  of  1991  is  expected  to  cause  higher  settlement  coats  in  many  of  these  cases  in 
1994; 

o  increased  participation  in  the  Federal  Employees'  Group  Life  Insurance  (FEGLI). 
The  April  1993  open  season  is  the  first  open  season  in  8  years.   Since  life 
insurance  has  to  be  in  place  for  5  years  in  order  to  continue  into  retirement,  and 
the  average  age  of  the  BOD  staff  is  4S,  it  is  expected  that  a  large  number  of  new 
enrollments  will  occur. 

Support  costs  have  a  net  decrease  of  $3,708  thousand  in  1993  and  a  net  increase  of 
$3,818  thousand  during  1994.   The  changes  are  due  to  the  followingi 

—  travel  requirements  associated  with  disaster  relief,  increased  staff  training,  and  the 
recovery  of  draconian  reductions  in  travel  that  were  necessitated  by  the  personal 
services  shortfall  that  resulted  from  the  separate  headquarters  appropriations  in 
1992,  result  in  the  need  for  travel  funding  increases  of  $2,736  thousand  in  1993. 
This  increase  only  restores  the  Department's  travel  to  1982  levels.   A  decrease  of 
$839  thousand  in  1994  is  due  to  the  termination  of  disaster  relief,  and  to 
administrative  reductions  required  by  with  Executive  Order  12837  dated 

February  10,  1993. 

—  requirements  for  transportation  of  things  related  to  staff  relocation  for  disaster 
relief,  and  moving  new  appointees  to  their  positions  increases  transportation  costs  by 
$850  thousand  in  1993  with  a  decrease  of  $482  thousand  in  1994. 

—  payments  to  the  General  Services  Administration  (GSA)  for  space  rental  costs  are 
expected  to  increase  $10,671  thousand  in  1993  and  $5S3  thousand  during  1994.  The 
increase  in  1993  reflects  rental  rate  changes  throughout  the  country  as  well  as 
changes  in  space  requirements,  to  comply  with  GSA  standards. 

~  the  payment  to  GSA  for  the  Federal  Telecommunications  System  (FTS)  will  increase  only 
slightly,  $1S4  thousand,  during  1993,  and  is  expected  to  decrease  by  $1,270  thousand 
in  1994  in  accordance  with  administrative  cost  reductions  required  by  Executive  Order 
12837; 

—  the  cost  of  local  telephone  service,  including  installation  costs  associated  with 
renovations  and  moves  is  expected  to  increase  $982  thousand  in  1993  and  decrease 
$25  thousand  in  1994,  which  includes  with  administrative  cost  reductions. 
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—  postal  service  costs  are  expected  to  increase  $1,861  thousand  in  1993  and  decrease  by 
SIO  thousand  in  1994,  based  on  current  rates,  anticipated  requirements,  conversion  to 
mail  metering  equipment,  and  administrative  reductions; 

—  equipment  rental  costs  are  expected  to  increase  $922  thousand  in  1993  and  decrease  by 
$8  thousand  in  1994  for  office  equipment  requirements,  including  copiers  and  FAX 
machines.   The  1994  decrease  is  due  to  administrative  cost  reductions; 

—  costs  of  training  enrollments  and  support  for  Federal  en^loyees  is  expected  to 
increase  $1,312  thousand  in  1993,  with  the  requirement  pursuant  to  Section  805  of 
P.L.  102-550,  which  requires  recaptured  funds  to  be  used  to  troin  employees  in 
economic  development  activities,  and  also  with  the  Secretary's  en^hasis  on  training  in 
new  programs  and  technology.   Training  pursuant  to  Section  805  is  budgeted  to  decrease 
$200  thousand  in  1994; 

—  costs  for  management  studies  will  increase  by  $982  thousand  in  1993  and  decrease  by 
S30  thousand  during  1994.   The  increase  reflects  requirements  for  material  weaJcness 
verification  reviews,  development  of  directives  in  financial  policy  and  development  of 
internal  controls  program  for  the  Office  of  the  Chief  Financial  Officer.   The  decrease 
reflects  the  1-year  nature  of  some  contracts,  and  administrative  cost  reductions 
pursuant  to  Executive  Order  12837; 

—  changes  to  the  requirements  for  data  and  statistical  services  result  in  a  decrease  of 
$239  thousand  in  1993,  and  an  increase  of  $48  thousand  in  1994.   These  activities  are 
principally  in  support  of  research  and  conununity  development  reports.   The  1993 
reduction  reflects  procurement  of  much  of  the  available  Census  data  in  1992.   The  1994 
increase  is  due  to  additional  requirements  anticipated; 

—  contracts  for  technical  services  are  expected  to  increase  $3,534  thousand  in  1993,  and 
decrease  $2,369  thousand  in  1994,  primarily  in  Housing  and  PIH.   The  requirements  for 
technical  support  contracts  are  discussed  in  detail  in  the  Administrative  Expenses 
sections  of  the  activities  requiring  such  funds; 

—  funding  for  public  information  services  is  expected  to  Increase  $220  thousand  in  1993 
and  decrease  $41  thousand  in  1994.   The  costs  includes  funds  to  promulgate  program 
information  to  client  groups; 

—  decreases  in  1994  of  $2,000  thousand  and  $500  thousand  for  the  Housing  Assistance 
Council  and  the  National  American  Indian  Housing  Council,  respectively; 

—  a  increase  of  $357  thousand  in  1993  for  space  alterations  reflects  major  renovation 
projects,  and  a  decrease  of  $327  thousand  in  1994  is  due  to  the  completion  of  the  such 
projects; 

—  the  net  decrease  for  ADP  services  of  $26,081  thousand  in  1993  reflects  a  net  Increase 
of  $3,962  thousand  over  the  1992  level  for  Financial  Systems  Integration,  and  a 
decrease  of  $30,000  thousand  that  was  necessitated  by  a  $42.8  million  reduction  in  the 
1993  Appropriations  Act  from  the  1993  Budget  request.  In  order  to  avoid  a  reduction- 
in-force  or  furlough,  the  Department  was  forced  to  severely  reduce  this  program.   The 
net  increase  of  $14,636  thousand  in  1994  reflects  an  increase  of  $10  million  to 
continue  the  integration  of  financial  systems,  $5  million  to  partially  restore  needed 
funds  for  systems  operations  and  maintenance,  and  a  decrease  of  $364  thousand  in 
accordance  with  the  administrative  cost  reductions  required  by  Executive  Order  12837, 
dated  February  10,  1993.   A  more  detailed  discussion  of  the  Department's  total  ADP 
function  is  provided  in  the  Norking  Capital  Fund  section  of  this  volume  of  the 
Justifications ; 

—  a  decrease  of  $3,654  thousand  for  furniture  and  equipment  purchases  in  1993  reflects 
funding  constraints,  and  a  reduction  of  office  moves  necessary  to  comply  with  GSA 
space  standards.   An  increase  in  1994  of  $43  thousand  reflects  the  inflation  on  normal 
replacement  costs  of  broken  or  obsolete  furniture  and  equipment;  and 

—  net  increases  of  $1,885  thousand  in  1993  and  net  decreases  of  $3,590  thousand  in  1994 
ore  anticipated  for  all  other  items,  such  as  printing,  supplies,  health  care  for 
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employees,  visual  arts  services,  and  other  requirements  which  are  included  under  this 
account. 

EXPIAMATIOW  OF  OBLIGATIONS  BY  OBJECT  CIASS 

1.   PERSONAL  SBRVICBS 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

$1,066 

$5,986 

$1,227 

$1,239 

+  $12 

1,819 

3,115 

2,000 

5,117 

+3,117 

146 

400 

464 

155 

-309 

621,950 

657,680 

642.183 

657,-955 

+15,772 

624,981 

667,181 

645,874 

664,466 

+18,592 

Overtime 

Terminal  Leave 

Payments  to  Former  Personnel 

All  Other  Personnel  Services 

Total 

Personal  services  costs  include  all  salaries  and  personnel  benefits  which  are  paid  by  the 
Department.   These  include  health  and  life  insurance,  the  Government's  contribution  to  enqployee 
retirement  plans,  accrued  leave,  and  reimbursement  for  costs  incurred  during  transfers,  as  well  as 
salary  and  overtime  payments  and  payments  made  to  the  Employees'  Compensation  Fund  (BCF)  for  the 
medical  support  of  former  en^loyees  who  have  job-related  medical  problems. 

Personal  services  costs  also  include  payments  to  or  for  former  personnel,  including 
payments  to  the  Federal  Employment  Compensation  Account  (FBCA),  which  is  a  vehicle  for  reimbursing 
the  various  States  for  unen^loyment  compensation  payments  made  to  former  BUD  eiiq>loyee6.   The  FECA 
program  is  administered  by  the  Department  of  Labor.   In  addition,  severance  pay  for  employees  who 
have  been  involuntarily  separated  is  directly  provided  to  eligible  former  employees. 

The  current  estimate  for  1993  is  $645,874  thousand,  or  $21,307  thousand  less  than  the 
Budget  estimate  of  $667,181  thousand.   The  decrease  is  the  net  effect  of  Congressional  reductions 
to  the  budget  request  in  the  Appropriations  Act  and  adjustments  from  other  objects  of  expense. 
The  Congress  provided  a  decrease  of  $37,297  thousand  from  the  Budget  in  the  1993  direct 
appropriation  amount,  plus  a  decrease  to  the  FHA  transfer  of  $5,503  thousand.   It  has  not  been 
possible  to  fund  the  level  of  FTE  proposed  in  the  1993  Budget  with  the  level  of  funding  enacted, 
even  after  as  much  funds  as  possible  were  moved  from  other  objects  into  personal  services. 
Consequently,  the  level  of  FTE  which  can  be  funded  is  estimated  at  12,549  FTE,  or  323  FTE  below 
the  12,872  in  the  1993  Budget  Request. 

The  1994  request  is  $664,466  thousand,  an  increase  of  $18,592  thousand  to  the  1993  current 
estimate.   This  level  of  funding  for  personal  services  will  only  provide  for  12,329  FTE,  a 
decrease  of  220  FTE  from  the  1993  current  estimate.   The  funding  covers  the  costs  full-year  cost 
of  the  1993  pay  raise,  changes  to  average  grade,  within-grade  increases,  increases  in  health 
benefits,  increased  terminal  leave  payments  due  to  anticipated  retirements  of  SES  employees  and 
increases  in  retirement  system  costs. 

FULL-TIME  EQUIVALENT  SUMMARY  (STAFF- YEARS) 


ACTIVITY 

Housing  Programs  I 

Washington 

Field 

Total 

Public  and  Indian  Housinqt 

Washington 

Field 

Total 


BUDGET 

CURRENT 

INCREASE  +_ 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

1,031 

1,040 

995 

974 

-21 

5,773 

5,413 

5,251 

5,149 

-102 

6,804 

6,453 

6,246 

6,123 

-123 

193 

204 

210 

205 

-5 

1,352 

1,432 

1,368 

1,340 

-28 

1,545 

1,636 

1,578 

1,545 

-33 
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FOIX-TIMB  IQUXVAUHT  SOMNARY  {StUrf-YEMMS) 
(EXCLODBS  TBRMINAL  LBAVB) 

BODGET     CORRBHT  INCREASB  + 

ACTUAL    ESTIHATE    BSTIMATB    BSTIMATB    DBCRBASB  - 
ACTIVITT  1992       1993       1993        199«     1994  vs  1993 

Government  National  Hortqoqe  Association i 

W.8(iington 70         <8         69         72       +3 

Community  Planning  and  Developnenti 

Washington 270  260  261  255  -6 

piold 818  792  784  767  ;17 

Total 1.08?  1.052  1,045  1,022  -23 

Policy  Develo"'*""''   ""d  Research t 

Washington 1"        133        124        121       -3 

Fair  Housing  and  Boual  Onoortunitvi 

Washington 158  163  159  155  -4 

Field 566  562  543  531  ^12 

Totol 724  725  702  686  -16 

Departmental  Management i 

Washington 116        130        113        111       -2 

Office  of  Lead-Based  Painti 

Washington 15         20         21         23       +2 

Office  of  General  Counsel i 

Washington 217        228        203        202       -1 

Field  Legal  Services i 

Field 320        301        305        304       -I 

Chief  Financial  Officer! 

Washington 32         33         34         32       -2 

Administration  and  Staff  Services i 

Washington 686        663        675        668       -7 

Field  Direction  and  Operational  Support i 

Field 524        477        469        463       -6 

Field  Administration! 

Field 925        836        965        957       -8 

Federal  Housing  Bnterorise  Oversight! 

Washington ^_ij^         30     .^.^.i^    ^__i.i^    — l.1^ 

Total,  StB  FTB 13,194     12,785     12,549      12,329     -220 

Recapitulation i 

Washington 2,916      2,972  2,864  2,818  -46 

Field 10.278      9.813  9.685  9.511  -174 

Totol  Salaries  and  Expenses 13,194-12,785  12,549  12,329  -220 

■OTBi   All  FTB  figures  exclude  teirmlnal  leave,  which  will  no  longer  be  counted  as  FTB. 
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a.   Changes  from  1993  Budget. 

The  Initial  1993  request  was  for  12,785  FTB.   The  Congress,  by  their  enactment  of  the 
'1993  Veterans  Af falrs-HUIKIndependent  Agencies  Appropriations  Act*  (Public  Law  102-389)  provided 
funding  for  11,678  FTE  to  support  the  SCE  Appropriation. 

In  addition  to  Congressional  action  on  the  1993  Budget  request,  other  actions 
Impacted  staffing  levels.   The  $42.5  million  reduction  and  the  $6.5  million  set-asldes  In  the 
Appropriations  Act  necessitated  severe  reductions  In  AOP  Services  and  other  objects  of  expense  In 
order  to  avoid  a  reductlon-ln-force  or  furloughs.   Also  Included  In  the  1993  current  estimate  Is 
the  transfer  of  contracting  functions  associated  with  property  disposition  from  Housing  to 
Administration  and  Staff  Services  (1  FTE)  and  Field  Administration  (98  FTE).   FTE  for  Indian 
programs  are  consolidated  In  Headquarters  in  the  Public  and  Indian  Housing  line,  but  the  number 
for  the  Field  transfer  has  not  yet  been  determined.   Staff  reductions  pursuant  to  Executive  Order 
12839  have  also  been  incorporated  in  this  Justification. 

The  1993  Budget  Request  for  the  'Office  of  Secondary  Mortgage  Harlcet  Examination  and 
Oversight*  is  not  reflected  in  the  1993  current  estimate.   The  1993  Authorization  Act 
(P.L.  102-550)  changed  the  name  of  this  office,  to  the  Office  of  Federal  Housing  Enterprise 
Oversight.   This  Office  is  included  in  a  separate  account. 

FOLL-TIME  EQOrVALBIIT  EMPLOYMENT 

1993  BODGET  TO  1993  CURRENT  ESTIMATE 

(EXCLUDES  TERMINAL  LEAVE) 


ADJUSTMENTS 1993 

1993    CONFERENCE   PROP.  DISP.   INDIAN  CURRENT 

BUDGET     REPORT      TRANSFER    PROGRAMS    OTHER    ESTIMATE 


Housing  Programs i 

Washington 1,040 

Field 5,413 

Total 6,453 

Public  and  Indian  Housing i 

Washington 204 

Field 1.432 

Total 1,636 

Government  National  Mortgage 
ABBoclotioni 
Washington 68 

Community  Planning  and 
Development! 

Washington 260 

Field 792 

Total 1,052 

Policy  Development  and 
Research  I 
Washington 133 

Fair  Housing  and  Equal 
Opportunity! 

Washington 163 

Field 562 

Total 725 

Departmental  Management! 

Washington 1 30 


-90 

-1 

-464 
-554 

-98 
-99 

-18 
-124 
-142 


-22 
-69 

-91 


-11 


-14 
-49 
-63 


-20 


-1 


+3 


+3 


+47 

995 

+400 

5,251 

+447 

6,246 

+21 

210 

+60 

1,368 

+81 

1,578 

+1 


69 


+25 

♦61      

+86      1,045 


261 
784 


+2 


124 


+10 

159 

+30 
+40 

543 
702 

+3 


113 
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ADJUSTHBMTS 1993 

1993    CONFERENC8   PROP.  DISP.   INDIAN  CURRENT 

BUDGET     REPORT      TRMISFBR    PROGRAMS     OTHER    ESTIMATE 

Office  of  Lead-Based  Paint i 

Washington 20       ...       ...  ...        +1         21 

Office  of  General  Counsel i 

Mashington 228       -27       ...  ...        +2        203 

Pield  Legal  Services i 

Field 301       -26        ...  ...       +30        30S 

Chief  Financial  Officer! 

Washington 33        -3       ...  ...        +4         34 

Administration  and  Staff 
Servicesi 
Washington 663       -57        +1  ...       +68        675 

Field  Direction  and 
Operational  Support i 
Field 477       -32        ...  ...       +24        469 

Field  Administration! 

Field 836       -81       +98  ...      +112        965 

Federal  Housing  Enterprise 
Oversight! 
Washington 30     __iii    ___iii        _tii       -30     ^_iii 


Total  FTB  Employment...   12,785    -1,107        ...  ...       +871      12,549 

Changes  from  the  1993  Budget  to  the  1993  current  estimate  reflect  the  following t 

—  Congressional  action  reduced  the  SIE  Budget  request  by  $42.8  million,  and  set  aside 
$4.5  million  for  the  Housing  Assistance  Council,  the  National  American  Indian 
Housing  Council  and  Title  VIII  case  processing  which  were  not  included  in  the 
budget.   These  reductions  and  set-asides  necessitated  major  reductions  in  staffing 
levels.   Congress  also  placed  ceilings  on  the  personal  services  and  travel  spending 
for  Policy  Development  and  Research,  the  Office  of  the  General  Counsel,  and 
Departmental  Management,  and  required  the  Office  of  Lead-Based  Paint  and  Poisoning 
Prevention  to  be  a  separate  organization  from  Policy  Development  and  Research. 

—  The  contracting  function  associated  with  property  disposition  has  been  transferred 
from  Housing  to  Administration  and  Support  Services  for  Headquarters  (1  FTB)  and 
Field  Administration  for  the  Regions  (98  FTB).   This  change  will  increase  the 
efficiency  of  these  operations,  since  administration  staff  already  have  contract 
specialists  on  board. 

—  As  Directed  by  Congress,  all  Headquarters  Indian  programs  are  being  consolidated  In 
Public  and  Indian  Housing  (PIH).   For  Headquarters,  the  change  is  included  in  the 
1993  current  estimate  and  the  1994  Budget,  requiring  1  FTE  from  Housing  and  2  from 
Community  Planning  and  Development.   The  number  of  Field  FTB  to  be  transferred  to 
PIH  has  not  yet  been  determined. 

—  Other  net  adjustments  include  an  Increase  of  1,028  FTB  tiblch  irare  required  in  order 
to  avoid  a  reduction-in-force  or  furloughs.   These  FTB  were  funded  from  severe 
reductions  in  ADP  services,  travel,  and  other  objects  of  expense.   Also  included  is 
a  decrease  of  30  FTE  for  the  Office  of  Federal  Housing  Enterprise  Oversight,  which 
Is  shown  in  a  separate  account,  and  a  reduction  of  127  FTB  in  accordance  with 
Bxecutive  Order  12839. 
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b.  Changes  in  1994. 


The  staffing  request  for  StB,  HDD,  is  for  12,329  FTB  in  1994,  a  decrease  of  220  FTB 
from  the  current  1993  level  of  12,549  PTE.  The  changes  to  the  staffing  levels  for 
the  individual  activities  are  discussed  in  detail  in  their  respective  sections  of 
the  Justifications.   The  various  increases  and  decreases,  briefly  sumnarized  are: 


o  Reductions  are  primarily  those  required  by  Executive  Order  12839 t 

-123  FTB  for  Housing, 

for  Public  and  Indian  Housing, 

for  Community  Planning  and  Development, 

for  Policy  Development  and  Research, 

for  Fair  Housing  and  Equal  Opportunity, 

for  Depeu'tmental  Management, 

for  the  Chief  Financial  Officer, 

for  the  Office  of  General  Counsel, 

for  Field  Iiegal  Services, 

for  the  Office  of  Administration, 

for  Field  Administration,  and 

for  Field  Direction  and  Operational  Support; 


-33 

FTB 

-23 

FTB 

-3 

FTB 

-16 

FTE 

-2 

FTE 

-2 

FTB 

-1 

FTB 

-1 

FTE 

-7 

FTE 

-8 

FTE 

-6 

FTE 

o  +3  FTB  for  the  Government  National  Mortgage  Association,  which  will  handle  the  Real 
Estate  Mortgage  Investment  Conduit  (RBMIC);  and 

o  +2  FTE  for  the  Office  of  Lead-Based  Paint  and  Poisoning  Prevention,  which  will 
assist  in  dealing  with  the  urgent  hazards  of  lead-based  paint. 

2.   FTB  BY  EMPLOYMENT  CATEGORY 

A  number  of  other  employment  programs  are  utilized  to  complement  the  efforts  of  the 
permanent  staff.  These  include  special  employment  programs — in  which  employees  with  full-time 
permanent,  temporary  or  part-time  status  may  participate — and  overtime,  as  well  as  the  use  of 
regular  temporary  and  part-time  ^taff  to  assist  in  meeting  workload  peaJcs.  A  summary  table  of  FTB 
for  all  categories  of  employment  and  a  more  detailed  description  of  other  than  full-time  permanent 
eiq>loyment  follow. 

FTE  I  STAFF- YEARS)  FOR  ALL  CATEGORIES  OF  EMPLOYMENT 


FULL-TIME  PERMANENT 


ACTIVITY 

Housing  Programs i 

1992 

1993 

1994 , 

Public  and  Indian  Housing i 

1992 

1993 

1994 

Government  National  Mortgage  Association i 

1992 

1993 

1994 

Community  Planning  and  Development! 

1992 

1993 

1994 


AMD  OTHER  EMPLOYMENT 

OVERTIME 

TOTAL 

6,791 

13 

6,804 

6,233 

13 

6,246 

6,110 

13 

6,123 

1,541 

4 

1,545 

1,574 

4 

1,578 

1,541 

4 

1,545 

70 

•  •  • 

70 

69 

•  •  • 

69 

72 

•  •  • 

72 

1,087 

1 

1,088 

1,044 

1 

1,045 

1,021 

1 

1,022 

I-ll 


531 


Salarlas  and  Bzpenaaa,  Heusing  and  arbac  Daval  ■n— iit 


ACTIVITT 


rou-TiMB  piMuanrr 
AW)  OTHER  tmhanmr 


OVBHTOg 


TOTAL 


Foliev  Davalopaent  and  teaearcht 

1992 12t 

1999 124 

1994 121 

Pair  Homing  and  Kcual  Opportunitvi 

1992 723 

1993 701 

1994 CSS 

Depnrtaental  Manaaenenti 

1992 lie 

1993 112 

1994 110 

Lead-Baaed  Paint  Abataaent  and  Poiaoninq  Preventioni 

1992 15 

1993 21 

1994 23 

General  Counaelt 

1992 217 

1993 203 

1994 202 

Field  Legal  Serviceai 

1992 320 

1993 304 

1994 303 

Chief  Financial  Officer! 

1992 32 

1993 34 

1994 32 

Adminiatration  and  Staff  Serviceai 

1992 CB2 

1993 671 

1994 CC4 

Field  Direction  and  Operational  Supportt 

1992 524 

1993 468 

1994 462 

Field  Adminiatration I 

1992 921 

1993 961 

1994 953 

Total   Salariea  and  ftcpenaea.    Houainq  and  Orban  Dreloii— ntt 

1992 13,167 

1993 12, 519 

1994 12, 299 


•  •  • 

128 

■  •  • 

124 

1 
1 

1 

121 

724 
702 
68C 

1 
1 

116 
113 
111 

•  •  • 

IS 

•  •  • 

21 

•  •  • 

23 

•  •  • 

217 

•  •  • 

203 

•  *  • 

202 

1 
1 

320 
305 
304 

«  •  • 

32 

•  •  • 

34 

•  •  • 

4 
4 
4 

32 

686 
675 
668 

1 
1 

4 
4 
4 

524 
469 
463 

925 

965 
957 

27 

13 

,194 

30 

12 

,549 

30 

12 

.329 

a.   Teaporarv  and  Part-time  Bnplovaent 

Enployeea  who  do  not  have  full-tlae  paraanant  atatua  or  who  have  peraanent  atatua  but 
have  a  part-tlae  work  acheduXe  are  utilized  to  deal  with  workload  fluctuatlona  during  the  couraa 
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of  the  year  and  for  other  specific  requirements  for  which  full-tiine  permanent  staff  are  not 
required.   The  following  table  indicates  the  full-time  equivalents  of  such  staff: 


IHCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  VB  1993 

FTB  Employment  601       300       200  -100 

The  1993  FTE  level  compared  to  1992  reflects  the  completion  of  the  initial  data 
gathering  and  verification  component  of  the  CPS/TRACS  program.   The  1994  reduction  includes  fewer 
temporary  employees  in  accordance  with  Executive  Order  12839. 

b.   Overtime 

Overtime  is  a  flexible  supplement  to  the  Department's  staffing  level.   It  is  utilized 
for  relatively  short-term  workload  peaXs  and  to  meet  deadline  requirements.   In  such  instances,  it 
is  preferable  for  qualified  staff  already  on  board  to  work  extra  hours  rather  than  to  hire 
additional  staff.   The  following  table  identifies  the  level  of  overtime  FTE  utilized  in  1992,  and 
estimates  for  1993  and  1994,  and  the  associated  funding: 


FTE  Employment. 
Obligations. . . . 


INCREASE  + 

ACTUAL 

ESTIMATE    ESTIMATE      DECREASE  - 

1992 

1993       1994       1994  vs  1993 

(Dollars  in  Thousands) 

27 

30        30 

$1,066 

$1,227     SI, 239         +$12 

d.   Terminal  Leave 

Terminal  leave  is  the  unused  earned  annual  leave  due  an  employee  upon  leaving  Federal 
service.  The  increase  in  1994  is  due  to  the  increases  costs  anticipated  from  retirements  in  1994. 
This  information  is  suimiiarized  in  the  following  table: 


INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  VS  1993 

(Dollars  in  Thousands) 
Obligations $1,819     $2,000      $5,117      +$3,117 

3.      PAYMENTS  TO  FORMER  PERSONNEL 

The  following  table  indicates  the  items  of  cost  for  former  HUD  staff — actual 
obligations  during  1992  and  estimated  obligations  for  1993  and  1994: 

INCREASE  + 
ACTUAL    ESTIMATE    ESTIMATE      DECREASE  - 
1992       1993        1994       1994  vs  1993 
(Dollars  in  Thousands) 

En^loyees'  Compensation  Fund $4,SS4  $4,892  $5,133  +$241 

Federal  Employment  Compensation  Account  144  350  150  -200 

Severance  Pay 2  114      5  -99 

Total 4,697  5,142  5,288  -58 

The  funds  for  both  the  Enqiloyees'  Compensation  Fund  (ECF)  and  the  Federal  Employment 
Compensation  Account  (FECA)  are  required  to  reimburse  the  Department  of  Labor  (DOL),  which  manages 
those  funds,  for  payments  made  to  former  HUD  employees.   The  payments  to  the  ECF  are  for  actual 
medical  support  payments  made  in  prior  years  on  behalf  of  individuals  under  continuing  medical 
care  for  conditions  incurred  while  in  the  employ  of  HUD.   The  DOL  advises  the  Department  of  the 
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amount  of  auch  coata  incurred  for  incluaion  In  aubaaquent  Budget  requeata.   In  this  context,  all 
of  the  afflounta  indicated  are  for  actual  coata . 

The  paynenta  to  the  FBCA  reimburae  the  DOL  for  paynenta  made  to  the  S3  States  and 

dependencies  in  which  former  HOD  personnel  are  eligible  for  unemployment  compenaation.   The 

payments  are  made  on  a  more  current  baais  than  the  payments  to  the  BCr,  i.e.,  reimburaements  for 
costs  incurred  during  the  previous  quarter. 

Baaed  on  actual  obligationa  for  1992,  raductiona  in  aaverance  pay  and  the  FECA  payment  are 
expected  in  1994. 

4.      FPIX-TIMg   WRMMIBIIT  APPOIMTKEKTS 

The   following  table  aunmarizea  the  end  of   year  full-time  ataff  with  permanent 
appointmenta i 

FOLL-TIMB  PERMAMEHT  APPOIIITMBIIT8 
EHD  OF  PISCM,  YEAR 

BODGBT     CUMtBHT  IHCRBASB  + 

ACTOAL   BSTIHAIB    BSTINATB    BSTIHATB    DBCRBASB  - 
ACTIVITy  1992      1993       1993        1994     1994  va  1993 

Housing  Proqramai 

waahington 992  1,032  970  966  -4 

rleld 5.247  5.296  5.148  5.137  ^11 

total 6,239  6,328  6,118  6,103  -15 

Public  and  Indian  aouainqi 

Waahington 193  203  198  200  +2 

Field 1.327  1.370  1.320  1.314  _z6 

total 1,520  1,573  1,518  1,514  -4 

Government  Wational  Mortgage  Associationi 

waahington 67        68         65         72         +7 

CoaBuinitv  Planning  and  Develonaent i 

Naahington 264  261  263  255  -8 

Field 766  790  746  755  +9 

Total 1,030  1,051  1,009  1,010  +1 

Policy  Development  and  Reaearchi 

Waahington 118       151        120        118         -2 

Fair  Housing  and  Bqual  Opportunitvi 

Waahington 152  163  148  154  +6 

Field 549  562  ill  ilS  =1 

total 701  725  681  684  +3 

Departmental  Manageeanti 

Waahington 109       124        10«        110         +4 

Lead-Baaed  Paint  »hataa»ent  and  Poiaoning  Preventioni 

Washington !•       •••         »         23         *'^ 

Office  of  General  Oounaeli 

Washington 209       225        20»        202         -7 

Field  Legal  gervie— i 

Field 308       2*0        302        2f»         -1 

Chief  Financial  OftlcTi 

Naahington 36       33        1<        12        -4 
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rUIX-TIKE  yERMAMENT  APPOINTMENTS 
EHP  OF  FISCAL  YEAR 


ACTIVITY 

Administration  and  Staff  Services; 
Washington 


BUDGET     CURRBMT  INCREASE  + 

ACTUAL   ESTIMATE    ESTIMATE    ESTIMATE    DECREASE  - 
1992      1993       1993       1994     1994  vs  1993 


658 


662 


«S2 


647 


Field  Direction  and  Operational  Supporti 
Field 


495 


462 


-33 


Field  Admlnietrationi 
Field 


924 


801 


932 


929 


Federal  HouBlnq  Enterprise  Oversight i 

Washington 

Total,  SiE  Full-Tlme  Permanent 
Appointments 


30 


30 


12,806     12,925      12,673      12,613 


-60 


Recapitulation! 

Washington 2,817      2,952 

Field 9,616      9,584 

StE,  HUD  Full-Tijne  Permanent  Appointments, 
End  of  Year 12,433     12,536 


3,789 
9,476 


2,779 
9,426 

12,205 


-10 
-50 


-60 


NOTE  I  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the  permanent 
positions  made  affordable  by  FTI  •mpleynent.   They  are  not  control  numbers  and  may  vary 
depending  on  conditions. 

The  following  table  provides  details  of  the  camponents  of  full-time  equivalent  employment  for 
1992,  1993  and  1994i 


Full-Time  Permanent  and  Other  Employment. 

Overtime 

Total 


ACTUAL 
1992 

13,067 

27 

13,194 


ESTIMATE 
1993 

12,519 

30 

12,549 


ESTIMATE 
1994 

12,299 

30 

12,329 


INCREASE  + 

DECREASE  - 

1993  vs  1992 

-220 

-220 


The  FTE  total  includes  time  for  nonceillng  employees,  and  overtime.  FTE  do  not  equate  to 
the  actual  number  of  employees;  FTE  identify  the  number  of  productive  employment  hours  which  must 
be  compensated  and  for  which  appropriations  must  be  provided. 

5.   DISTRIBUTION  OF  STAFF  BY  GRADE  LEVEL 

The  following  table  indicates  the  distribution  of  the  total  full-time  permanent  staff  for 
Salaries  and  Expenses,  HUD,  by  grade  level,  and  the  average  grade  for  GS/GM  employees. 


Executive  Level  I . . . 
Executive  Level  II.. 
Executive  Level  III. 
Executive  Level  IV. . 
Subtotal 


ACTUAL 

ESTIMATE 

1992 

1993 

1 

1 

1 

1 

•  ■  ■ 

10 
12 

11 
13 

ESTIMATE 
1994 


11 
13 


INCREASE  + 

DECREASE  - 

1994  VS  1993 
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ACTUAL 
1992 


ESTIMATE 
1993 


ESTIHATE 
1994 


INCREASE  + 

DECREASE  - 

1994  va  1993 


ES  -  6 

ES  -  5 

ES  -  4 

ES  -  3 

ES  -  2 

ES  -  1 

Subtotal . 


6 
29 

45 

IS 

9 

16 
120 


8 
26 

51 
17 
10 

8 

120 


a 

26 
51 
17 
10 

8 

120 


AL  -  2 

AL  -  3 

Subtotal,  Administrative  Law  Judges. 


CA  -  1 

CA  -  2 

CA  -  3 

Subtotal,  Contract  Appeals  Board. 


SL 


GS/GM-IS 511  548 

GS/GM-14 844  904 

GS/GM-13  and  below 10,910  10,644 

GS/GM  Total 12,265  12,096 

Ungraded 26  26 


542 

889 

10,605 

12,036 

26 


-6 

-15 
-39 
-60 

-60 


Average  GS/GN  Grade. 


10.2 


10.4 


10.5 


+0.1 


6.   ADVISORY  AMD  ASSISTANCE  SERVICES  ( FORMERLY  CONSULTING  AMD  RELATED  SERVICES) 

Advisory  and  aselstance  services  are  those  services  acquired  by  contract,  personnel 
appointment  or  advisory  committee  expense  to  support  or  improve  agency  policy  development, 
decision-making,  management,  and  administration,  or  to  support  or  improve  the  operation  of 
management  systems.   Such  services  may  take  the  form  of  information,  advice,  opinions, 
alternatives,  conclusions,  recommendations  and  direct  assistance.   These  services  are  normally 
provided  by  persons  and/or  organizations  considered  to  have  knowledge  and  special  abilities  that 
are  not  generally  available  within  the  agency.   The  following  activities  have  characteristics 
which  identify  them  as  advisory  and  assistance  services: 

—  individual  experts  and  consultants  possessing  specialized  knowledge  and  operational 
experience  which  enables  them  to  provide  information,  opinions,  advice  or 
recommendations  to  enhance  understanding  of  complex  issues  or  to  improve  the  quality 
and  timeliness  of  policy  development  or  decision-making; 

—  studies,  analyses,  and  evaluations  providing  recommendations  for  improving  policy 
development  or  decision-making  on  complex  issues.   The  effort  results  in  a  formal, 
structured  document  and/or  data  bases,  models,  methodologies  and  related  software; 
and 

management  and  professional  support  services  in  the  form  of  information,  opinions, 
advice,  training  or  direct  assistance  that  lead  to  the  improved  design  or  operation 
of  managerial,  administrative,  or  related  systems.   Some  examples  are  program 
management,  project  monitoring  and  reporting,  data  collection,  financial  management, 
budgeting,  accounting,  auditing,  personnel  management,  paperwork  management,  records 
management,  space  management  and  public  relations. 

The  following  table  identifies,  by  account,  the  actual  S(E,  HUD  obligations  for  these 
services  during  1992  and  the  estimated  obligations  for  1993  and  1994i 
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Salaries  and  Ezpensesi 

Contracts 

Personnel  i^pointments 

Advisory  Committee  Bxpenses . . . . 
Total,  Salaries  and  Expenses. 


ACTOAL      ESTIHATE 

ESTIMATE 

1992         1993 

1994 

(Dollars  in  Thousands) 

7,001       11,200 

14,826 

41           50 

SO 

20 

20 

7,042 


11,250 


14,876 


The  contracts  funded  out  of  SSB,  HDD,  primarily  reflect  increases  for  studies,  analyses  and 
evaluations,  and  management  and  professional  support  services,  including  an  increase  for  the  One- 
Time  Mortgage  Insurance  Premium  Service  Center,  and  contractor  services  to  develop  critically 
needed  program  handbooks,  training  curricula  for  financial  management  and  homeownership 
initiatives. 

TRAVEL  AMD  TRANSPORTATION  OF  PERSONS 

This  category  represents  the  transportation  of  Government  employees  or  other  persons  who 
travel  under  the  auspices  of  the  Federal  Government,  their  per  diem  allowances  when  in  an 
authorized  travel  status,  and  other  expenses  incident  to  travel  which  are  to  be  paid  by  the 
Government  directly  or  by  reimbursing  the  traveler.   It  consists  of  travel  both  away  from  the 
official  duty  station  and  in  and  around  the  official  station  of  an  employee.   The  following 
material  provides  data  on  actual  1992  costs  and  estimates  for  1993  and  1994. 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Travel . 


(Dollars  in  Thousands) 
$11,111    $14,829     $13,847     $13,008 


-$839 


In  1993,  there  is  a  net  decrease  of  $982  thousand  from  the  Budget  request  of  $14.8  million 
to  the  current  estimate.   These  funds  were  reduced  by  $1.8  million  to  fund  staff  in  order  to  avoid 
a  reduction-in-force  or  furloughs.   These  funds  also  include  an  increase  for  travel  associated 
with  disaster  relief  and  $107  thousand  for  Title  VIII  case  processing.   The  decrease  of 
$839  thousand  in  1994  reflects  a  reduction  for  the  disaster  relief  funding,  and  Title  VIII  case 
processing. 

The  following  table  indicates  the  actual  obligations  incurred  during  1992  by  the  various 
activities  of  the  Department  and  the  estimated  obligations  for  1993  and  1994. 


Housing  Programs 

Public  and  Indian  Housing 

Government  National  Mortgage  Association 

Community  Planning  and  Development 

Policy  Development  and  Research 

Fair  Housing  emd  Equal  Opportunity 

Departmental  Management 

Lead-Based  Paint  Abatement  and  Poisoning  Prevention. 

-General  Counsel 

Field  Legal  Services 

Chief  Financial  Officer 

Administration  and  Staff  Services 

Training  Travel 

Field  Direction  and  Operational  Support 

Field  Administration 

Total 11,111 


INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1994 

1994  vs  1993 

(Dollars 

in  Thousands ) 

$3,112 

$4,737 

$3,945 

-$792 

1,718 

1,913 

1,926 

+13 

62 

71 

101 

+  30 

1,085 

1,317 

1,324 

+7 

57 

94 

94 

•  ■  • 

905 

1,009 

902 

-107 

331 

673 

673 

6 

32 

32 

130 

150 

ISO 

132 

150 

150 

155 

109 

109 

380 

378 

378 

2,055 

2,100 

2,100 

556 

630 

636 

+6 

427 

484 

488 

+4 

13,847 


13.008 


-839 
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TBAMSPORTATIOM  OF  THINGS 


This  classification  consists  of  charges  for  the  transportation  of  things  and  the  care  of 
such  things  while  In  the  process  of  being  transported.   It  Includes  rental  trucks  and  other 
transportation  equipment,  and  reimbursement  to  Government  personnel  for  authorized  movement  of 
household  effects  or  house  trailers.   The  following  provides  data  on  the  actual  obligations  during 
1992  and  estimates  for  1993  and  1994. 


Transportation  of  Household  Goods.. 

All  Other  Transportation  of  Things. 

Total 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in 

Thousands) 

S71 

$412 

$888 

$408 

-$480 

155 
226 

188 
600 

188 
1,076 

186 
594 

-2 
-482 

Transportation  of  Household  Goods.   This  represents  the  estimated  cost  of  the  transportation  of 
household  goods  and  personal  effects  for  employees  transferred  from  one  official  duty  station  to 
another.   The  authority  to  move  household  goods  is  extended  to  such  staff  for  a  period  of  1  year 
after  transfer.   Thus,  the  costs  for  individual  transfers  can  extend  over  time.   An  Increased 
number  of  permanent  change-of-statlon  moves,  with  the  concomitant  shipment  of  household  goods,  is 
anticipated  as  a  result  of  the  change  in  administration.   The  funding  request  for  1994  is 
$482  thousand  less  than  in  1994,  consistent  with  lower  anticipated  requirements,  and  reflects  a 
reduction  in  accordance  with  Executive  Order  12837. 

All  Other  Transportation  of  Things.   These  funds  are  for  the  transportation  of  all  items  not 
related  to  household  moves,  such  as  the  movement  of  furniture  and  equipment,  the  shipment  of  forms 
and  publications,  and  freight  charges  associated  with  procurement  and  contracting  activities.   A 
decrease  in  1993  is  in  accordance  with  Executive  Order  12837. 

RENT.  COMMUNICATIONS  AND  UTILITIES 

The  funds  under  this  object  classification  provide  for  all  rental  costs — both  space  and 
equipment — communications  services,  and  utilities.   The  following  materials  identify  the  specific 
Items,  and  their  actual  1992  and  estimated  1993  and  1994  obligation  levels. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Real  Property  Rental $65,310 

Real  Property  Rental  of  Training  or 

Conference  Facilities 122 

Telephone — Local- 7,093 

Telephone — Long  Distance 45 

Telephone — Federal  Telecommunications 

System 4,995 

Postal  Services 5,273 

Other  Communications  Services 2 , 1 87 

Copying  Machine  Rental 1,583 

Other  Equipment  Rental 33 

Steam 246 

Natural  Gas 1 

Total 86.888 


(Dollars  in  Thousands) 


$70,431 


$75,981 


$76,534 


+$553 


166 

184 

184 

... 

7,118 

8,075 

8,050 

-25 

217 

222 

221 

-1 

4, 791 

5,149 

3,879 

-1,270 

7,099 

7,134 

7,124 

-10 

1,772 

2,174 

2,167 

-7 

998 

1,893 

1,887 

-6 

807 

695 

693 

-2 

485 

538 

528 

-10 

3 

5 
102.050 

5 
101,272 

93.887 

-778 

A  description  of  each  item  is  as  follows: 

Real  Property  Rental.   The  General  Services  Administration  establishes  rental  rates,  which 
include  electricity,  and  determines  space  standards  to  be  met  by  the  Department.   The  1993  current 
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estimate  includes  1992  and  1993  Field  Office  moves  in  accordance  with  GSA  space  standards.   The 
1994  request  reflects  anticipated  rate  changes. 

Real  Property  Rental  of  Training  or  Conference  Facilities.  These  funds  provide  for  space 
rental  for  short-term  training  or  conference  facilities  where  adequate  Government  space  is  not 
available.   The  1993  current  estimate  reflects  an  increase  due  to  changes  in  contracts. 

Telephone — Local ■   This  represents  the  estimated  cost  of  local  recurring  (maintenance  and 
additional  message  units)  and  non-recurring  (installation,  relocation,  repairs  and  materials) 
telephone  charges  as  billed  by  the  servicing  telephone  companies.   These  costs  are  variable  due  to 
usage,  office  moves,  relocations,  etc. 

The  1993  current  estimate  reflects  anticipated  expenses  based  on  usage,  and  disaster  relief 
efforts.  The  decrease  in  1994,  as  compared  to  1993,  reflects  administrative  reductions  mandated 
by  Executive  Order  12837. 

Telephone — Long  Distance.  This  represents  long-distance  telephone  services  other  than  those 
provided  through  the  Federal  Telecommunications  System.   The  request  for  1994  reflects 
administrative  reductions  mandated  by  Executive  Order  12837. 

Telephone — Federal  Telecommunications  System.   This  represents  HUD's  share  of  the  cost  of 
the  Federal  Telecommunications  System  (FTS).   The  FTS  costs  to  the  Department  are  based  on 
quarterly  samplings  made  by  the  General  Services  Administration  (GSA),  with  annual  notification  of 
the  amount  to  be  billed.   The  funding  levels  are  based  on  estimates  provided  by  GSA.   The  1994 
request  is  in  accordance  with  notification  from  GSA,  and  represents  HUD's  estimated  share  of 
savings  from  the  FTS  2000  system. 

Postal  Services.   This  represents  the  payments  made  to  the  U.S.  Postal  Service  for 
Departmentwide  mail  services,  as  well  as  costs  for  penalty  mail  services  paid  through  Cooperative 
Administrative  Support  Unit  (CASU)  agreements.   The  increase  from  the  1993  Budget  to  the  1993 
current  estimate  is  primarily  due  to  more  exact  charging  for  mail  costs  with  the  conversion  to 
mail  metering  from  sampling.  The  decrease  in  1994  reflects  administrative  reductions  mandated  by 
Executive  Order  12837. 

Other  Communications  Services.   This  represents  the  estimated  cost  of  all  communications 
services  not  shown  elsewhere,  and  includes  such  items  as  teletype,  radio  and  cable  equipment, 
messenger  services  and  commercial  telegraph  services.  The  decrease  in  1994  is  due  to 
administrative  reductions  mandated  by  Executive  Order  12837. 

Copying  Machine  Rental.  This  represents  the  estimated  cost  of  office  copying  equipment 
(including  rentals,  copy  charges,  etc.)  located  both  in  Headquarters  and  the  Field.   The  proposed 
funding  levels  are  consistent  with  anticipated  requirements  and  rates,  and  include  the 
administrative  reductions  in  1994. 

Other  Equipment  Rental.   The  funds  requested  are  for  the  rental  of  miscellaneous 
specialized,  and  miscellaneous  office  equipment  for  limited,  short-term  use,  where  determined  to 
be  more  economical  than  outright  purchase  or  a  long-term  lease  arrangement.   It  includes  such 
items  as  FAX  machines,  magnetic-tape  and  microfilm/microfiche  readers  and  printers,  and  other 
types  of  specialized  office  equipment  utilized  in  Headquarters  and  Field  offices.   The  1994 
request  includes  the  administrative  reductions  mandated  by  Executive  Order  12837. 

Utilities  —  Steam  and  Natural  Gas.   Steam  and  natural  gas  costs  are  principally  for  the 
Departmental  cafeteria  equipment. 

PRINTING 

The  funds  included  under  this  object  class  represent  the  cost  of  contractual  printing  and 
reproduction  services,  and  related  composition  and  binding  operations  performed  by  or  through  the 
Government  Printing  Office  (GPO). 

The  net  Increase  of  $9  thousand  in  1994  includes  an  increase  of  S181  thousand  for  Federal 
Register  printing  and  a  decrease  of  $172  thousand  in  accordance  with  Executive  Order  12837. 
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Tha  following  table  idantlCiea  the  varioua  aubobjaeta  and  la  followed  by  a  briaf  diacuaalon 
of  each  itaa. 


BUDGET 

CURRBHT 

IHCUAS8   + 

ACTUI. 

BSTIHATS 

BSTIMAXB 

BSTINATB 

DBCBKASB   - 

1992 

1993 

1993 

1994 

1994  vs    1993 

Quick  Cop;  Sarvicea $339 

Federal  Regiater  and  Code  of  Paderal 

Regulations 1,2C1 

Foms 507 

Handbooks 1,791 

Periodicals 70 

Publications 667 

Nicrographic  Services 226 

Other  Printing B69 

Total 5.730 


$335 


(Dollars  in  Thousands) 


$335 


$335 


1,049 

1,119 

1,300 

1,061 

540 

489 

1,007 

1,458 

1,458 

68 

68 

68 

574 

574 

574 

511 

511 

511 

1-.H5 

1.111 

990 

5,720 

5.716 

5.725 

$... 


+  181 
-51 


A  description  of  each  itea  ia  as  follom. 

Quick  Copy  Services.   These  funds  provide  quick  copy  services  through  a  self-service  copy 
Hiachine  rocoi  located  at  Headquarters.   Coats  ore  expected  to  remain  relatively  level  through  1994. 

Federal  Register  and  Code  of  Federal  Regulations.   These  funds  provide  for  HUD-related 
notices  and  other  materials  to  be  printed  in  the  Federal  Register  and  the  Coda  of  Federal 
Regulations,  and  for  the  cost  of  copiea  in  excess  of  the  standard  allovance  for  these 
publications.   Costs  are  expected  to  increaae  in  1994  over  the  1993  level  due  to  anticipated  rules 
changes  associated  with  streamlining  HDD  procadurea. 

Forms.   Included  here  is  the  cost  of  printing  or  reprinting  all  HOD  and  other  standardixed 
forms,  multipart  or  otherwise,  for  the  use  of  both  the  general  public  and  internal  purposes. 
These  costs  have  been  reduced  in  1994  in  accordance  with  Executive  Order  12837. 

Handbooks .   These  funds  included  printing  or  reprinting  all  HOD  and  other  standard 
handbooks,  aa  required.  The  proposed  funding  is  expected  to  be  sufficient  to  support  anticipated 
requirenenta . 

Periodicals.  This  represents  costs  of  printing  materials  on  an  established  and  periodic 
schedule,  such  as  newsletters,  bulletins,  journals  and  magazines.   It  excludes  periodic  reports, 
which  are  included  under  the  publications  category. 

Publications.   These  funds  are  for  publications  produced  either  totally  or  partially  for 
purposes  of  informing  the  general  public,  constituent  groups,  the  Congress,  State  and  local 
officials,  grantees  or  public  organizations  about  the  Department's  programs  and  activities.   These 
include  various  publications  such  as  press  releases,  booklets,  brochures  and  fact  sheets,  as  %rall 
as  reports  mandated  by  the  President  or  the  Congress. 

nicrographic  Services  These  funds  are  used  for  the  initial  creation  of  microfiche  and 
microfilm  files  or  the  conversion  of  files  to  microfilm  or  microfiche  in  order  to  reduce  the  space 
required  for  files — thereby  reducing  space  costs — and  to  increase  staff  productivity  by  providing 
easier  acceaa  to  the  Departaent's  recorda  for  processing  claims  and  aimilar  activities. 

Other  Printing.   Tliese  coats  represents  printing  costs  not  otherwise  identified,  such  aa 
staff  bulletins.  Budget  justification  material,  copies  of  administrative  and  court  proceedinga, 
awards,  etc.   The  estimates  assume  higher  funding  resulting  from  increased  requireiBentB.   Costa 
have  been  reduced  in  1994  in  accordance  with  Executive  Order  12837. 


OTHER  SBBVICBS 


cl. 


Thia  claaaification  includea  the  coat  of  all  aervices  not  identified  in  the  other  object 
Changea'  are  shown  in  the  table  balowi 
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BUDGET 

CURRENT 

INCREASE  + 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1993 

1993 

1994 

1994  V6  1993 

(Dollars 

in  Thousand 

Is) 

$1,139 

$1,371 

$1,367 

-$4 

873 

845 

845 

3,388 

2,316 

2,116 

-200 

500 

245 

45 

-200 

123 

26 

26 

132 

76 

-76 

763 

665 

665 

... 

108 

227 

226 

-3 

2,128 

2,128 

2,098 

-30 

912 

912 

960 

+48 

718 

718 

677 

-41 

332 

450 

449 

-1 

450 

245 

244 

-1 

10,756 

9,542 

7,180 

-2,362 

604 

257 

256 

-1 

1,296 

1,582 

1,255 

-327 

2,214 

2,865 

2,500 

-365 

2,177 

1,808 

1,600 

-208 

749 

725 

725 

117,575 

87,532 

102,199 

+14,667 

5,127 

7,008 

1,769 

-5,235 

152,064 

121,543 

127,202 

+5,659 

ACTUAL 
1992 


Health  Services $1,293 

Training  Enrollments 7  35 

Training  Support — Federal  Personnel 1,114 

Training  Support — Non-Federal  Personnel....  7 

Storage  of  Household  Goods 34 

Audit  Services 25 

Library  Services 612 

Stenographic  Services 151 

Management  Studies 1,146 

Data  and  Statistical  Services 1,151 

Public  Information  Services 498 

Credit  Information 324 

Section  504  Technical  Assistance 128 

Technical  Services 6 ,  008 

Visual  Arts  Services 254 

Repairs  and  Alterations  to  Space 1,225 

HUD  Headquarters  Building  Operations 

and  Maintenance 2,400 

Equipment/Furniture  Maintenance  and  Repair.  1,476 

Building  Services 562 

Data  Processing  Services 113,613 

All  Other  Contract  Services 6,747 

Total 139.503    ______     

Health  Services.  These  funds  are  for  health  services  for  Headquarters  and  Field  office 
employees.   The  services  eure  provided  by  the  U.S.  Public  Health  Service  (PHS)  and,  where  PHS 
facilities  are  not  available,  by  private  medical  facilities.  The  1993  current  estimate  represents 
estimated  rates,  including  additional  services  and  costs  where  HUD  personnel  are  relocated  to 
Federal  buildings  from  isolated  facilities.   The  proposed  1994  funding  levels  reflect  a  decrease 
of  $4  thousand  for  administrative  reductions  required  by  Executive  Order  12837. 

Training  Enrollments.   These  funds  are  for  fees  and  tuition  associated  with  HUD's  staff 
training  and  development  program.   Costs  include  tuition  and  fees  for  special  courses  and  after- 
hour  studies  which  are  designed  to  improve  employee  job  performance  and  to  enhance  potential  for 
career  advancement.   The  1993  current  estimate  represents  a  reduction  from  the  budgeted  level, 
that  was  necessary  to  fund  on-board  staff  and  avoid  a  reduction-in- force  or  furloughs.   Funding 
levels  requested  for  1994  remain  at  the  reduced  1993  current  estimate  level  due  to  financial 
constraints. 

Training  Support — Federal  Personnel.   These  funds  are  to  conduct  in-house  training  of  HUD 
staff.  A  significant  portion  of  the  funds  are  used  to  support  training  facilities,  principally  to 
house  trainees  in  those  instances  where  a  live-in  situation  is  deemed  the  most  effective  means  of 
providing  the  subject  training.   Such  facilities  are  located  at  Headquarters  and  at  ■floating" 
centers  in  the  Field,  as  required.   Funds  are  also  provided  for  the  development  of  curricula  and 
course  materials,  as  well  as  for  the  actual  delivery  of  training  by  contractor  personnel,  when 
required.   The  1993  current  estimate  represents  a  reduction  from  the  budgeted  level,  that  was 
necessary  to  fund  on-board  staff  and  avoid  a  reduction-in-force  or  furloughs,  and  an  increase 
pursuant  to  P.L.  102-550,  Section  805,  which  required  the  Department  to  use  recaptured  funds  to 
implement  a  program  training  employees  in  economic  development  activities.   Funding  levels 
requested  for  1994  reflects  the  reduced  1993  current  estimate  level  due  to  financial  constraints, 
less  a  reduction  of  $200  thousand  for  the  Section  805  training. 

Training  Support — Non-Federal  Personnel.  These  funds  are  for  the  training  of  non-Federal 
personnel.   Proposed  1993  funding  includes  funds  for  a  1-year  program  of  outreach  training 
regarding  Fair  Housing  Laws  and  regulations  to  assist  States  and  localities  to  become  certified  as 
in  coiq)liance,  and  thus  reduce  the  con^ilaint  workload  FHEO  is  required  handle.   The  decrease  of 
$200  thousand  in  1994  reflects  completion  of  this  training. 
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Storage  of  Household  Goods.   These  funds  are  required  for  the  storage  of  household  goods  and 
personal  effects  for  eaployeeB   being  transferred  from  one  offio-ial  duty  station  to  another.   The 
estimated  obligations  are  consistent  with  the  estimated  requirements  reflected  under  the  estijnate 
for  Transportation  of  Household  Goods. 

Audit  Services.   This  item  includes  funds  for  mandatory  audits  of  the  Government  National 
Mortgage  Association  (GNHA)  which  are  conducted  by  the  General  Accounting  Office  (GAO)  and  billed 
to  HUD.   The  1993  current  estimate  reflects  the  data  provided  by  the  GAO.   The  Office  of  the 
Inspector  General  will  assume  the  responsibility  for  the  cost  of  GAO  audits  for  GHMA  in  1994. 

Library  Services.   These  funds  represent  the  contractual  cost  for  the  operation  of  the 
Departmental  Library  at  Headquarters,  and  ancillary  support  received  from  or  through  the  Library 
of  Congress.   The  proposed  funding  is  essentially  level  through  1994,  and  is  consistent  with 
anticipated  operating  levels  and  costs.   Ho  changes  are  projected  in  1994. 

Stenographic  Services.   This  represents  the  cost  of  transcribing  court  proceedings  and 
stenographic  hearings.   The  funding  estimates  are  consistent  with  anticipated  litigation  levels  in 
1993  and  1994,  with  the  administrative  reductions  shown  in  1994  in  accordance  with  Executive 
Order  12837. 

Management  Studies.   This  represents  the  cost  of  management  analysis  services,  including 
studies  related  to  staff  skills  requirements,  and  are  used  by  various  organizations  within  the 
Department.   The  funds  are  used  for  obtaining  assistance  in  the  conduct  of  reviews  to  ensure 
compliance  with  the  Federal  Managers'  Financial  Integrity  Act  (FHFIA)  and  OHB  Circular  A-123,  and 
to  provide  a  capability  to  conduct  short-term  management  analysis  assistance.   The  decrease  from 
1993  to  1994  of  $30  thousand  is  the  result  of  a  decrease  in  Housing  contracts  and  an  increase  in 
PIH  contracts.   Specific  types  of  contracts  are  discussed  in  detail  by  the  requesting  offices. 

Data  and  Statistical  Services i   This  subobject  represents  the  cost  of  gathering  data  and 
related  categorizing  of  such  data  in  support  of  Departmental  studies,  evaluations  and  reports,  and 
includes  items  such  as  housing  vacancy  surveys,  census  materials,  and  construction  and 
manufacturing  data.   It  excludes  routine  census  publications,  which  are  included  under  'Supplies 
and  Materials.* 

The  proposed  funding  levels  reflect  the  sum  of  the  requirements  for  the  individual 
activities  which  use  these  services.   The  increase  in  1994  of  $48  thousand  is  due  to  additional 
data  requirements  and  cost  adjustments  anticipated.   The  specific  requirements  are  identified  and 
discussed  in  the  Justifications  material  for  those  activities. 

Public  Information  Services.   This  subobject  represents  the  cost  of  preparing  and 
promulgating  information  about  the  Department's  activities,  and  includes  the  preparation  of 
exhibit  materials,  brochures,  pamphlets,  billboards,  etc.,  as  well  as  the  conduct  of  meetings 
designed  to  obtain  such  ends.   It  does  not  include  the  cost  of  printing  such  items.   The  funds  are 
used  extensively  by  the  Office  of  Public  Affairs,  a  component  of  the  Departmental  Management 
activity,  as  w«ll  as  PIH  and  FHBO.   The  lower  funding  request  for  1994  reflects  a  decrease  in  PIH 
contracts,   ^leciflc  information  regarding  these  contracts  are  discussed  in  the  Justifications  for 
these  activities. 

Credit  Information.   This  subobject  represents  funds  used  to  obtain  credit  information 
required  to  conduct  the  Department's  programs.   The  funding  levels  indicated  represent  the  best 
estimates  available,  as  adjusted  in  1994  for  administrative  reductions  mandated  by  Executive  Order 
12837. 

Section  504  Technical  Assistance.   This  represents  the  cost  of  services  to  support 
implementation  of  the  provisions  of  Section  S04  of  the  Rehabilitation  Act  of  1973.   This  Act 
provides  that  handicapped  persons  are  to  have  equal  access  to  all  Federally  assisted  programs  and 
activities.   Funding  of  $245  thousand  in  1993  and  $244  thousand  1994  will  continue  to  provide  a 
responsible  level  of  activity  for  technical  assistance  and  advice  in  this  area  to  HOD  program 
participants  and  staff,  consumers,  builders  and  architects,  and  the  general  public.   The  1994 
request  includes  the  aitelnistratlve  reductions  mandated  by  Bxecutive  Order  12837. 
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Technical  Services.   These  funds  are  for  specialized  t^hnical  services,  not  otherwise 
identified.   They  include  services  such  as  actuarial  services,  translation  services,  enforcement 
testing,  manual  preparation  and  debt  collection,  as  well  as  funds  for  the  operation  of  the 
Department's  payroll  by  another  Government  agency. 

The  decrease  of  $1,214  thousand  from  the  1993  Budget  to  the  current  estimate  was  necessary 
in  order  to  fund  on-board  staff  and  avoid  the  need  for  a  reduction-in- force  or  furloughs.   The 
decrease  of  $2,369  thousand  proposed  for  1994  reflects  decreases  in  Housing,  Public  and  Indian 
Housing,  and  Administration  and  Staff  Services,  including  administrative  reductions  required  by 
Executive  Order  12837. 

A  discussion  of  specific  requirements  is  included  under  the  Administrative  Expenses  section 
of  the  various  activities  which  require  such  services. 

Visual  Arts  Services.   These  funds  are  for  the  preparation  of  visual  arts  materials 
associated  with  printed  matter  or  oral  presentations,  and  include  such  items  as  photography,  art 
work  and  graphics  done  by  either  in-house  staff  or  through  contracts.   The  proposed  1993  and  1994 
funding  levels  more  closely  reflects  historical  obligations.   The  1994  request  includes 
administrative  reductions. 

Repairs  and  Alterations  to  Space.   These  funds  are  for  space  alterations,  realignments, 
telephone  and  electrical  outlet  changes,  etc.,  in  all  offices  other  than  the  HUD  Headquarters 
building.   Alterations  for  that  building  are  included  under  *HUO  Headquarters  Building  Operation 
and  Maintenance.' 

The  proposed  funding  provides  for  the  space  alterations  required  to  implement  the 
Department's  continuing  plan  to  coiqjly  with  GSA  space  standards.   The  increase  from  the  1993 
Budget  to  the  1993  current  estimate  is  the  result  of  office  moves.   The  decrease  in  1994  from  1993 
represents  the  completion  of  office  moves. 

HUD  Headquarters  Building  Operation  and  Maintenance.   This  represents  the  costs  of  operating 
and  maintaining  the  HUD  Headquarters  building.   It  includes  cleaning,  security,  painting,  repairs 
and  alterations,  as  well  as  routine  maintenance  and  operation  functions  related  to  electrical, 
heating,  air  conditioning,  plumbing  and  elevator  systems.   The  Department  was  delegated  the 
responsibility  for  this  function  on  October  1,  1984,  from  the  GSA  and  it  is  the  only  building  for 
which  the  Department  has  such  responsibility.   Proposed  funding  reflects  anticipated  building 
needs  in  1993  and  1994.   The  decrease  in  1994  from  1993  reflects  completion  or  major  renovations 
undertaken  in  1992  and  1993  such  as  re-roofing  the  building  and  major  overhaul  of  all  the 
elevators. 

Equipment  and  Furniture  Maintenance  and  Repair.   This  represents  the  costs  of  repairing  and 
refurbishing  furniture  and  maintaining  euid  repairing  office  equipment,  such  as  quick  copy 
machines,  automated  files,  and  facsimile  transmission  equipment.   It  excludes  such  costs  for  ADP 
equipment  which  are  included  in  a  the  Working  Capital  Fund  starting  in  1992. 

The  Department  continues  to  expand  its  use  of  technologically  advanced  equipment  to  achieve 
the  benefits  of  office  automation.   Thus,  as  the  use  of  such  equipment  expands,  the  costs  in  this 
area  increase.   The  Department  has  also  instituted  a  program  to  purchase  equipment  where  cost 
effective;  where  maintenance  is  normally  included  in  rental  payments,  it  is  broken  out  separately 
on  owned  equipment.   Costs  for  1994  reflect  administrative  reductions  in  accordance  with  Executive 
Order  12837. 

Building  Services.   These  funds  are  for  building  services  which  are  not  included  in  the  base 
rental  rates  paid  to  the  GSA.   Such  services  include  extra  security  guards  and  janitorial 
services,  and  heating  and  air  conditioning  during  other  than  normal  business  hours  for  all  offices 
other  than  the  HUD  Headquarters  building,  which  is  funded  separately  as  discussed  above.   The 
increase  in  1993  and  1994  over  1992  reflects  a  requirement  for  additional  guard  service  beyond  the 
GSA  minimum  needed  to  protect  to  government  property  and  ensure  employees'  safety. 

Data  Processing  Services.   These  funds  are  required  for  automated  data  processing  services 
which  are  provided  on  a  reimbursable  basis  through  the  Department's  working  Capital  Fund  (WCF). 
The  1993  request  was  severely  reduced  in  order  to  fund  on-board  staff  and  avoid  a  reduction-in- 
force  or  furloughs.   This  reduction  in  1993  has  slowed  the  integration  of  financial  systems  and 
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reduced  hours  of  operations.   The  1994  estimate  includes  a  partial  restoration  from  1993  of  S5 
million  for  operations  and  maintenance,  and  an  increase  of  $10  million  for  financial  systems 
integration,  and  a  decrease  in  accordance  with  Executive  Order  12837. 

Data  processing  services  include  equipment  maintenance  and  repair,  installation  and 
servicing  of  the  Local  Area  Network  (lAH),  and  the  purchase  of  ADP  equipment,  software  and 
supplies.   Data  processing  services  are  discussed  in  greater  detail  in  the  WCP  section  of  this 
volume  of  the  Justifications. 

All  Other  Contract  Services.   This  subobject  includes  funds  for  all  services  under  this 
object  class  which  are  not  otherwise  identified,  including  funds  for  a  computer  network  between 
HUD,  and  State  and  local  fair  housing  agencies.   The  increase  in  the  1993  current  estijnate  over 
the  1993  Budget  is  primarily  reflects  funding  of  the  Housing  Assistance  Counsel  and  the  National 
American  Indian  Housing  Council,  which  were  not  included  in  the  1993  Budget,  partially  offset  by 
reductions  in  other  costs,  such  as  general  support  services.   The  1994  estimate  does  not  provide 
funds  for  the  Housing  Assistance  Counsel  or  the  National  American  Indian  Housing  Council,  and 
reduces  all  other  contract  services  in  accordance  with  Executive  Order  12837. 

SUPPLIES  AMD  MATERIALS 

This  object  class  identifies  charges  for  commodities,  whether  acquired  by  formal  contract  or 
other  form  of  purchase,  that  are  ordinarily  consumed  or  expended  within  1  year  after  they  are  put 
into  use,  that  are  converted  in  the  process  of  construction  or  manufacture,  or  that  are  used  to 
form  a  minor  part  of  equipment  or  fixed  property. 

The  following  table  summarizes  the  actual  1992  obligations  and  the  estimates  for  1993  and 
1994  for  the  individual  items  in  this  category  and  is  followed  by  a  brief  description  and 
discussion  of  the  proposed  funding  levels  for  each  item. 


Training  Suppl ies 

Subscriptions 

HUD  Headquarters  Building  Supplies. 

Office  Supplies 

Other  Supplies  and  Materials 

Total 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

(Dollars  ir 

1  Thousands) 

$209 

$250 

$250 

$250 

.  ■  • 

1,08S 

1,155 

1,150 

1,120 

-$30 

18 

31 

46 

50 

+4 

1,951 

1,999 

1,989 

2,005 

+  16 

2,018 

1,815 

1,813 

1,818 

+5 

5,281 

5,250 

5,248 

5,243 

-5 

Training  Supplies.   These  funds  are  for  training  supplies  and  materials  for  Headquarters, 
Field  offices  and  training  centers.   This  estimate  includes  training  materials  used  for  in-house 
training  courses,  as  well  as  books  and  supplies  needed  by  individuals  participating  in  authorized 
training  courses  at  colleges  and  universities. 

Subscriptions.   These  funds  provide  for  purchasing  subscriptions  to  newspapers,  periodicals, 
pamphlets,  documents,  and  other  miscellaneous  materials  for  use  by  or  through  the  Headquarters 
Library  and  for  Field  office  use.   These  funds  to  not  include  the  cost  of  reference  and  law  books, 
which  are  identified  separately  under  furniture  and  equipment. 

HUD  Headquarters  Building  Supplies.   This  subobject  identifies  the  cost  of  supplies 
associated  with  repair,  alterations,  operation  and  maintenance  of  the  HUD  Headquarters  building 
which  are  not  provided  by  the  contractor  who  is  responsible  for  such  services.   The  requirement 
has  been  established  consistent  with  the  delegation  from  GSA  to  HUD  of  the  responsibility  for  the 
operation  and  maintenance  of  the  HOD  Headquarters  building.   Funding  reflects  anticipated  needs  in 
1993  and  1994. 

Office  Supplies.   This  subobject  represents  the  costs  of  pencils,  paper,  pads,  stenographic 
notebooks,  blank  books  and  pads,  standard  forms  (except  when  specifically  printed  or  assembled  to 
order)  and  property  of  little  monetary  value,  such  as  desk  trays,  pen  sets  and  calendar  stands. 
The  proposed  funding  levels  are  generally  based  on  prior  years  experience,  but  also  reflect  the 
growing  use  of  automated  equipment  over  manual  operations.   The  1994  requests  reflects  anticipated 
cost  increases. 
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Other  Supplies  and  Materials.   This  subobject  represents  all  supplies  and  materials  costs 
not  otherwise  identified.   The  proposed  funding  levels  are  consistent  with  prior  years  experience, 
changing  staff  levels  and  anticipated  pricing  and  usage  of  such  items.   The  1994  funding  includes 
administrative  reductions. 

FTJRNITORE  AND  EQDIPWeNT 

This  classification  includes  personal  property  of  a  more  or  less  durable  nature,  which  may 
be  expected  to  have  a  period  of  service  of  a  year  or  more,  after  it  is  put  into  use,  without 
material  impaiment  of  its  physical  condition.   It  includes  charges  for  services  in  connection 
with  the  initial  installation,  when  performed  under  contract,  and  transportation  charges  paid 
initially  by  vendors.  The  items  are  further  categorized  as  capitalized  or  non-capitalized.  For 
this  purpose,  c^ltalizad  items  are  those  which  have  a  unit  cost  of  $5,000  or  more  and  non- 
capitalized items  are  those  which  have  a  unit  cost  of  less  than  $5,000. 

The  following  table  summarizes  the  actual  1992  obligations  and  the  estimates  for  1993  and 
1994  for  the  individual  items  in  this  category  and  is  followed  by  a  brief  description  and 
discussion  of  the  proposed  funding  levels  for  each  item. 


N0«-CAPIIftLI2ED 

Furniture  and  Fixtures 

Office  Equipment 

Training  Equipment 

Books 

Other  Equipment 

Subtotal,  Hon-Capitalized. 

CAPITAI.I2BD 

Furniture  and  Fixtures 

Office  Equipment 

Training  Equipment 

Other  Equipment 

Subtotal,  Capitalized 

Total 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

(Dollars  in 

Thousands ) 

55,451 

$3,030 

$2,868 

$2,901 

+533 

474 

309 

309 

309 

•  •  • 

13 

15 

15 

15 

•  s  • 

439 

157 

375 

385 

+10 

398 
6,775 

162 
3,673 

162 
3,729 

162 
3,772 

+43 

179 
98 

331 

608 

7,383 


3.673 


3.729 


3.772 


+43 


N0H-CAPITALI2ED  FURNITURE  AND  FIXTURES 

These  funds  are  required  for  the  procurement  of  desks,  chairs,  bookcases,  file  cabinets, 
shelving,  carpets,  draperies  and  similar  standard  office  items,  including  bank  type  partitions  and 
screens,  all  of  which  have  unit  costs  of  less  than  $5,000.   The  relatively  high  level  of  funding 
during  1992  reflects  the  procurement  of  modular  furniture  minimize  office  space  requirements,  and 
the  acquisition  of  systems  furniture  for  resulting  from  the  relocation  of  Regional  and  Field 
Offices.   The  decrease  from  1992  to  1993  reflects  a  continuation  of  the  modular  furniture  effort 
at  a  lower  level,  as  well  as  the  procurement  of  ergonomic  furniture  in  support  of  the  Department's 
office  automation  efforts.   The  Increase  in  1994  indicates  anticipated  cost  increases. 

Office  Equipment.   This  subobject  identifies  the  cost  of  standard  office  equipment,  such  as 
typewriters,  quick  copy  machines  and  calculators.   The  proposed  funding  for  1993  and  1994  provides 
for  replacement  and  augmentation,  where  appropriate,  of  the  more  traditional  types  of  equipment. 
ADP  equipment.  Including  personal  computers  used  for  office  work,  is  funded  from  the  Working 
Capital  Fund. 

Training  Equipment.   This  represents  the  cost  of  specialized  equipment,  such  as  movie  and 
slide  projectors,  screens  and  tape  recording  equipment,  the  unit  cost  of  which  is  less  than 
$5,000,  used  to  execute  the  Department's  training  programs.  Proposed  funding  reflects  anticipated 
neada. 
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Books.   These  funds  provide  for  reference  and  law  books  required  for  use  in  the  Headquarters 
Library  and  by  the  Regional  and  Field  offices.   The  proposed  funding  provides  for  new  books, 
supplements,  addenda,  etc. — principally  related  to  legal  matters — consistent  with  funding 
constraints  in  1993  and  1994  and  increasing  use  of  on-line  legal  data  basis  for  current 
references. 

Other  Equipment.   This  represents  the  cost  of  all  equipment  not  otherwise  identified,  such  as 
addressograph  machines,  mimeograph  equipment,  lecterns,  etc.   The  1993  current  estimate  reflects  a 
decrease  from  1992  due  to  funding  constraints  and  increasing  use  of  computer  equipment  funded  out 
of  the  Working  Capital  Fund.   The  1994  request  represents  a  small  increase  over  1993  for  estimated 
increased  costs. 

CAPITALIZED  FURNITURE  AMD  EQUIPMENT 

The  funds  in  1992  are  primarily  for  the  costs  of  capitalized  furniture  and  fixtures 
associated  with  moves  and  major  renovations  to  Regional  and  Field  Offices.   No  funds  are  budgeted 
for  1993  or  1994. 

INSURANCE  CLAIMS  AND  INDEMNITIES 

This  object  class  provides  for  the  Federal  Government's  "self-insurance"  costs,  including 
court-ordered  payments.  The  following  material  describes  and  indicates  the  funding  associated 
with  the  two  subobjects  included  in  this  object  class. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

$44 

$78 

$78 

$80 

+$2 

967 

Oil 

338 

416 

338 

416 

347 
427 

+9 

+11 

(Dollars  in  Thousands) 

Indemnities  for  Property  Damages  or 

Personal  Injuries 

Equal  Access  to  Justice  Act  Payments.... 

Total ^^^        ^^        ^^       ^^ 

Indemnities  for  Property  Damages  or  Personal  Injuries.  These  funds  provide  indemnification 
for  property  damages  or  personal  injuries  consistent  with  Federal  policies  and  regulations.  The 
1993  current  estimate  and  the  1994  estimate  are  consistent  with  historical  obligations. 

Equal  Access  to  Justice  Act  Payments.   This  subobject  identifies  costs  resulting  from  the 
Equal  Access  to  Justice  Act.  The  Act  requires  that,  in  certain  instances,  the  Department  pay  the 
legal  fees  of  individuals  who  have  successfully  brought  suit  against  the  Department.   In  1992, 
costs  in  this  area  have  increased  significantly  due  to  several  large  settlements.   The  1993 
current  estimate  and  the  1994  request  reflect  estimated  costs. 

ACTIVITY  FUNDING  SOURCES 

The  following  three  tables  identify  the  sources  of  funds  for  each  budget  activity  for  fiscal 
years  1991,  1992,  and  1993. 
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DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY 


199Z 


FHA  POBD  t 
APPROPRIATION  GNMA  TRAMSPERS 


FEES 


OTHER 


TOTAL 
OBLIGATIONS 


1.  BouBlng  Prograoa $54,411 

2.  Public  and  Indian  Housing 93,800 

3.  Government  National  Mortgage  Association..  ... 

4.  Community  Planning  and  Development 66,333 

5.  Policy  Development  and  Research 12,941 

6.  Fair  Housing  and  Equal  Opportunity 44,665 

7.  Departmental  Management 10,573 

8.  Lead-Based  Paint  Abatement 1,069 

9.  General  Counsel 14,159 

10.  Field  Legal  Services 15,021 

11.  Chief  Financial  Officer 4,003 

12.  Administration  and  Staff  Services 42,285 

13.  Field  Direction  and  Operational  Support...  14,129 

14.  Field  Administration 62,748 

Total 436,137 


(Dollars  in  Thousands) 


$284,059   $1,324  a/  -$250  c/  $339,544 


6,595 


3, 


882  b/ 


1,481  b/ 


110  d/ 


33 


4,137 


3,687 


835  d/ 


695 


a/ 


b/ 


c/ 
d/ 


Consists  of  $394  thousand  from  Interstate  Land  Sales  Registration  fees  and  $930  thousand 
from  Manufactured  Housing  Inspection  fees. 

Transfers  from  the  Consolidated  Fee  Account  ($1,109  thousand),  and  the  Rehabilitation 
Loan  Fund  ($1,254  thousand). 

Transfer  to  .he  National  Commission  on  Severely  Distressed  Public  Housing. 
Transfers  from  the  GNMA  Management  and  Liquidating  Functions  Fund  ($110  thousand)  and 
from  GSA  for  HUD  Building  operating  EyEtems  improvements  ($835  thousand). 


DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY  -  1993 


FHA  FUND  t 
APPROPRIATION  GNMA  TRANSFERS 


FEES 


OTHER 


TOTAL 
OBLIGATIONS 


OBLIGATIONS 


1.  Housing  Programs $60,318 

2.  Public  emd  Indian  Housing 100,191 

3.  Government  National  Mortgage  Association.  ... 

4.  Community  Planning  and  Development 68,051 

5.  Policy  Development  and  Research 12,978 

6.  Fair  Housing  and  Equal  Opportunity 48,525 

7.  Departmental  Management 11,578 

8.  Lead-Based  Paint  Abatement 1,539 

9.  General  Counsel 14,602 

10.  Field  Legal  Services 15,051 

11.  Chief  Financial  Officer 4,805 

12.  Administration  and  Staff  Services 31,681 

13.  Field  Direction  and  Operational  Support..  13,336 

14.  Field  Administration 73,712 

Total 456,367 


6,936 


3,116 

4,114 

100,971 
16,800 
25.109 

439,433 


(Dollars  in  Thousands) 


$282,387    $1,500  a/   $ 


405  b/ 


1,478  b/ 


16  £/ 


$344,205 


3,383 


116 


b/ 


c/ 


Consists  of  $550  thousand  from  Interstate  Land  Sales  Registration  fees  and  $950  thousand 
from  Manufactured  Housing  Inspection  fees. 

Transfers  from  the  Consolidated  Fee  Account  ($509  thousand)  and  the  Rehabilitation  Loan 
Fund  ($1,374  thousand). 

Transfers  from  the  Management  and  Liquidating  Functions  Fund  of  the  Governmant  National 
Mortgage  Association. 


1-27 


547 


Salaries  and  Expenses,  Housing  and  Urban  Development 


DISTRIBUTION  OF  OBLIGATIONS  BY  BUDGET  ACTIVITY  -  1994 


FHA  FUND  & 
APPROPRIATION  GNMA  TRANSFERS 


(Dollars  in  Thousands) 


1.  Housing  Programs $64,755 

2.  Public  and  Indian  Housing 103,245 

3.  Government  National  Mortgage  Association.  ... 

4.  Community  Planning  and  Development 69,928 

5.  Policy  Development  and  Research 14,050 

6.  Fair  Housing  and  Equal  Opportunity 47,964 

7.  Departmental  Management 11,618 

8.  Lead-Based  Paint  Abatement 1,759 

9.  General  Counsel 14,765 

10.  Field  Legal  Services 16,095 

11.  Chief  Financial  Officer 8,746 

12.  Administration  and  Staff  Services 25,655 

13.  Field  Direction  and  Operational  Support..  14,572 

14.  Field  Administration 72,401 

Total 465,553 


$290,467   $1,473  a/ 
405  b/ 
8,038 

1,358  b/ 


3,205 
4,232 

103,860 

17,281 

25,827 
452,910    3,2  36 


TOTAL 
OBLIGATIONS 


$356,695 
103,650 
10  c/    8,048 
71,286 
14,050 
47,964 
11,618 
1,759 
17,970 
20,327 
8,746 
129,515 
31,853 
98.228 


10 


921,709 


a/   Consists  of  $550  thousand  from  Interstate  Land  Sales  Registration  fees  and  $923  thousand 

from  Manufactured  Housing  Inspection  fees, 
b/   Transfers  from  the  Consolidated  Fee  Account  ($509  thousand)  and  the  Rehabilitation  Loan 

Fund  ($1,254  thousand) 
£/  Transfers  from  the  GNHA  Management  and  Liquidating  Functions  Fund  ($10  thousand). 
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The  Working  Capital  Fund  (HCF)  Is  authorized  by  Section  7(f)  of  the  Department  of  BouGing 
and  Urban  Development  (HUD)  Act  of  196S  (79  Stat.  670).   Centralized  automated  data  processing 
services  are  provided  by  this  activity  to  all  elements  of  the  Department  on  a  reimbursable  basis. 
The  WCF  Is  administered  by  the  Office  of  Information  Policies  and  Systems  under  the  auspice  of 
the  Assistant  Secretary  for  Administration. 

The  following  table  sunmarlzes  the  funding  and  personnel  included  in  this  request. 

ACTIVITY  HIGHLIGHTS 

BUDGET     CURRENT  INCREASE  + 

ACTUAL     BSTIHATE    ESTIMATE    ESTIMATE     DECREASE  - 
1992       1993       1993       1994      1994  vs  1993 
(Dollars  in  Thousands) 

Reimbursements i 

Salaries  and  Expenses,  HUD $113,613  $117,575  $87,575  $102,199  +$14,624 

Federal  Housing  Administration 

(PHA)  Fund 12,372  12,481  13,163  30,872  +17,709 

Inspector  General 1,988  3,045  3,045  2,836  -209 

Bousing  Counseling  Fund ._^_^       j_j_j^  ^^^iii  250  +250 

Total  Payments  to  the  WCF 127,973  133,101  103,783  136,157  +32,374 

Unobligated  balances i 

Unobligated  balances  start  of  yean 

Work  in  process 12,451  7,385  7,385  987  -6,398 

Reserve  for  equipment  replacement.  2,500  2,685  2.685  2.185  -500 

Total  unobllg.  bal.  start  of  yr.  14,951  10,070  10,070  3,172  -6,898 

Recovery  of  prior  year  obligations..  -3,465  -4,398  -4,398  ...  +4,398 

Unobligated  balance  end  of  year -10,070  -3.172  -3.172  -172  +3,000 

Total  WCF  Obligations 129,389  135,601  106,283  139,157  +32,874 

Full-Tlme  Permanent  Appointments, 

End  of  Year 374        389        378        378 

Full-Tlme  Equivalent  Employment 348        398        380        375  -5 

NOTE  I   Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of 

permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  fiscal  year  1994  funding  request  is  for  $136,157  thousand,  an  Increase  of 
$32,374  thousand  in  reimbursements  from  the  fiscal  year  1993  current  estimate.   This  increase  is 
summarized  as  follows i 


-   An  increase  of  $10  million  is  to  continue  the  improvement  of  financial  systems  through 
integration; 

An  increase  of  $5  million  for  baseline  operations  represents  a  partial  restoration  of 
the  1993  reduction  that  necessitated  reduced  hours  of  operations  and  limited  ADP 
technical  support  for  Salaries  and  Expenses  customers; 

A  decrease  of  $376  thousand  in  accordance  with  Executive  Order  12837; 

An  increase  of  $10  million  represents  a  transfer  of  responsibility  for  systems 
development  for  mortgage  insurance  systems,  which  were  previously  performed  by  contract 
and  paid  directly  from  the  FHA  Fund; 

An  Increase  of  $7,709  thousand  represents  a  transfer  of  responsibility  for  the 
procurement  of  telecommunications  services  for  two  systems  applications,  which  were 
previously  procured  directly  from  the  FHA  Fund; 

A  reduction  of  $209  thousand  for  data  processing  services  required  by  the  Office  of 
Inspector  General;  and 
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-   An  increase  of  S250  thouBand  for  the  voice  response  system  for  the  single  family  housing 
programs,  which  will  be  reimbursed  from  the  Housing  Counseling  Fund. 

In  addition,  the  staffing  request  is  for  375  FTE,  a  decrease  of  5  FTE,  from  the  1993  current 
estimate,  in  accordance  with  Executive  Order  12639.   Decreases  in  staffing  will  be  offset  by 
commensurate  increases  in  systems  development  contract  staff  in  order  to  proceed  with  the 
development  and  implementation  of  the  Financial  Management  Systems  Integration  Plan  and 
development  and  maintenance  of  other  systems  applications. 

FUNDING 

The  following  table  shows  actual  obligations  for  1992  and  estimated  obligations  for  1993  and 
1994  by  object  class: 


ACTUAL 
1992 


BUDGET 

ESTIMATE 

1993 


CURRENT 

ESTIMATE 

1993 


ESTIMATE 
1994 


INCREASE  + 

DECREASE  - 

1994  vs  1993 


(Dollars  in  Thousands) 


Personal  Services $19,391  $20,864  $23,141  $22,083 

Travel  and  Transportation  of  Persons.  169  294  100  464 

Transportation  of  Things 23  380  16  76 

Rent,  Communications  and  Utilities...  12,081  15,971  9,725  22,352 

Printing  and  Reproduction 144  294  98  248 

Other  Services 82,233  80,647  60,815  87,350 

Supplies  and  Materials 3,219  3,100  2,203  974 

Furniture  and  Equipment 10,804  14,051  10,185  5,610 

Interest  Expense 1 ,  325   ,_;_^            ;_;_^     ^-l^ 

Total 129,389  135,601  106,283  139,157 


-$1,058 

+364 

+60 

+12,627 

+  150 

+26,535 

-1,229 

-4,575 

+32,874 


1.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  THE  1993  BUDGET 

Actual  1992  obligations  of  $129,389  thousand  were  $3,080  thousand  less  than  the  previous 
estimate  of  $132,469  thousand.   The  net  decrease  is  accounted  for  as  follows: 

—  A  reduction  in  ADP  services  provided  to  the  Office  of  the  Inspector  General 
resulted  in  a  reduction  of   $236  thousand; 

—  Government  National  Mortgage  Association  reduced  its  systems  development 
requirements  resulting  in  a  reduction  of  $816  thousand; 

Adjustments  to  the  Control  File  Subsystems  Project  resulted  in  a  net  reduction  of 
$1,364  thousand;  and 

All  other  net  reductions  total  $664  thousand. 

2.  CHANGES  TO  1993  BUDGET  ESTIMATES 

The  original  1993  Budget  request  of  $135,601  thousand  has  been  reduced  by 
$29,318  thousand  to  the  1993  current  estimate  of  $106,283  thousand  resulting  in  reductions  to 
systems  development,  specifically,  Financial  Management  Systems  Integration  and  Information 
Resource  Management  (IRM)  Planning  Board  priority  projects.   The  reductions  also  resulted  in  a 
cutback  in  baseline  operations  necessitating  a  reduction  in  operations  at  the  HUD  Data  Center  and 
the  Disaster  Recovery  Facility  as  well  as  limiting  ADP  technical  support.   Equipment  and  software 
purchases  supporting  office  automation  were  also  curtailed. 

3.  ANALYSIS  OF  INCREASES  AND  DECREASES 

The  1994  estimate  reflects  an  increase  of  $32,874  thousand  to  the  1993  current  estimate. 
The  increase  is  primarily  in  contract  support,  which  will  be  used  for  systems  development  and 
technical  support.   The  net  increase  results  from  the  following: 

A  decrease  of  $1,058  thousand  reflects  the  staffing  reductions  in  accordance  to 
Executive  Order  12839; 

An  increase  of  $364  thousand  in  travel  is  to  support  the  implementation  of  several 
major  systems  in  1994; 
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An  increase  of  S60  thousand  to  transport  new  equipment  purchases  to  the  field 
offices; 

An  increase  of  $12,627  thousand  is  to  provide  teleconmunication  services  to  FHA 
systems  applications  and  to  normalize  other  telecommunication  services; 

An  increase  of  $150  thousand  is  required  for  printing; 

An  increase  of  $26,535  thousand  is  to  procure  contract  support  to  develop  systems 
applications  and  technical  support,  and  to  restore  baseline  operations  to  a  minimum 
level.   The  1993  reduction  caused  the  Department  to  reduce  essential  day-to-day 
operations  thereby  increasing  potential  for  program  weaknesses; 

A  decrease  of  $1,229  thousand  for  supplies;  and 

A  decrease  of  $4,575  thousand  for  furniture  and  equipment. 


STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  ADP  functions  of  the  Department  are  consolidated  in  the  Office  of  Information 
Policies  and  Systems  (IPS),  which  is  a  component  of  the  Office  of  Administration  in  Headquarters. 
IPS  provides  ADP  support  to  the  entire  Department  on  a  reimbursable  basis,  through  the  WCF. 

2.  WORKLOAD 

For  each  IRM  service,  there  is  a  workload  statistic  defined  which  is  a  means  of 
measuring  the  amount  of  a  service  provided  to  a  customer.   An  explanation  of  each  measure  is 
provided  below. 

Systems  Engineering  -  Measure:   Staff-hours.   In  general,  direct  labor  hours  are 
hours  worked  on  specific  systems  engineering  projects,  usually  related  to  a 
specific  application  system  and  customer. 

Mainframe  Computing  (System  Ul  -  Measure:   Core  Block  Standard  Unit  of  Processing 
(CBSUP) -hours.   The  CBSUP-hour  is  a  UNISYS  usage  measurement.   It  uses  a  complex 
formula  to  measure  a  combination  of  time,  memory,  and  peripheral  equipment  use. 

Mainframe  Computing  (System  H)  -  Measure:   Central  Processing  Unit  (CPU)  time  in 
hours.   Central  processing  unit  time  in  hours  is  a  standard  usage  measure  of 
transaction  and  job  resource  usage. 

Mainframe  Storage  (System  H)  -  Measure:   Megabytes.   Direct  access  storage  in 
megabytes  is  a  standard  usage  measure  for  mass  storage. 

Telecommunications  (System  U)  -  Measure:   Demand  CBSUP-hours.   Demand  CBSUP-hours 
are  a  subset  of  ordinary  CBSUP-hours  —  the  portion  associated  with  demand  (as 
opposed  to  batch )  processing . 

Telecommunications  (System  HI  -  Measure:   Cost.   Telecommunications  costs  are  sub- 
allocated  by  customer  and  system  in  proportion  to  the  mainframe  computing  charges 
for  System  H  computing  services. 

Local  Computing  Support  -  Measure:   Local  Computers  Installed.   HUD  supports  the 
installation  and  maintenance  of  local  area  networks  including  workstation  hardware, 
communications,  and  all  peripheral  equipment  under  the  standard  HUD  configuration. 
Also,  HUD  charges  an  office  automation  fee  to  each  user  to  support  the  installation 
and  maintenance  of  workstation  software  including  electronic  mail  and  word 
processing  under  the  standard  HUD  configuration. 
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The  following  table  shows  actual  1992  and  estimated  1993  and  1994  workload  indicators: 


Systems  Engineering  Staff  Hours... 

Mainframe  Computing  CBSUPs 

Mainframe  Computing  CPU  hours 

Mainframe  Storage  Megabytes 

Telecommunications  Demand-CBSOPs . . 

Telecommunications  Cost 

Local  Computing  Support  and  Local 
Computers  Installed 


ACTUAL 

ESTIMATED 

ESTIMATED 

1992 
018,420 

1993 

1994 

1 

872,595 

920,000 

10 

465,625 

9,854,956 

11,333,199 

23,828 

32,583 

40,729 

1 

569,131 

2,115,631 

2,644,539 

2 

415,653 

2,415,103 

2,777,368 

$3 

628,625 

$2,034,252 

$2,542,815 

13,961 


14,334 


14,334 


3.   SUMMARY  OF  STAFFING  REQUIREMENTS 

The  following  table  shows  the  actual  1992  and  projected  1993  and  1994  distribution  of 
IPS  staff: 

FULL-TIME  PERMANENT  APPOINTMENTS 


Office  of  the  Director: 

Immediate  Office 

Special  Projects  Staff 

Resource  Management  Staff 

ADP  Security 

Client  Relations  Staff 

HIIPS  Migration  Management  Staff. 
Subtotal 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

17 

6 

5 

5 

>  •  ■ 

12 

12 

20 

22 

20 

20 

5 

4 

5 

5 

5 

4 

3 

3 

8 
55 

8 
44 

9 
54 

45 

-9 
-9 

Information  Policy  and 
Management  Division.. 


Computer  Services  Group: 

Office  of  the  Director 

Customer  Service  Division 

Computer  Management  Division 

Teleprocessing  Management  Division. 
Subtotal 


Systems  Engineering  Group: 

Office  of  the  Director 

Project  Management  Staff 

Administrative  Systems 

Departmental  Systems  Division 

Housing  Systems  Division 

Development  Coordination  Division. 

Development  Technology  Division... 

Subtotal 


22 


4 
27 
22 
19 
72 


5 
11 
41 
49 
48 
33 
38 
225 


22 


3 
28 

16 
15 
62 


6 
12 
57 
55 
55 
43 
33 
261 


3 

27 
16 
19 
65 


6 

12 
41 
50 
55 
34 
40 
238 


3 

27 
16 
19 
65 


6 
12 
50 
50 
55 
34 
40 
247 


+9 


+9 


Total  Full-Time  Permanent 

Appointments,  End  of  Year. 
Full-Time  Equivalents 


374 
348 


389 
398 


378 
380 


378 
375 


With  the  completion  of  the  accelerated  conversion  to  the  HUD  Integrated  Information 
Processing  Service  (HIIPS)  in  1993,  the  HIIPS  Migration  Management  Staff  will  be 
abolished.   This  will  affect  9  FTPS. 

To  accommodate  the  workload  to  implement  the  Core  Accounting  project,  the 
Administrative  Systems  Division  of  the  Systems  Engineering  Group  will  increase  by  9 
FTPS. 
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1 
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1 

21 

21 

£3 

62 

291 
376 
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The  following  table  provides  a  sunmary  of  the  distribution  of  grades  for  Btaff  in  this 
activity  for  1992,  1993  and  1994.  All  staff  are  located  at  Headquarters. 

1992       1993       1994 

ES-5  Office  Director 1 

ES-3  Director,  Systems  Engineering  Group 1 

ES-3  Director,  Hlgration  Memagenent  Staff  a/.  l 

GS/GM-15 7. .  21 

GS/GN-14 60 

GS/GH-13  and  Below 290 

Tota'l  FTPS 374 

Pull-Tine  Equivalent 348       380       375 

a/  A  limited  tern  SES  appointnent,  scheduled  to  expire  in  March  1994. 

ADP  PLAMS  AMD  ACCOMPLISHMENTS 

1.  Overview 

The  Department's  total  automation  program  encon^jasses  two  principal  areas:   Computer 
Operations /Telecommunications  and  Systems  Development/Maintenance.  Major  1992  accomplishments 
and  projected  1993  and  1994  activities  in  each  of  these  areas  are  discussed  below. 

2.  Computer  Operations/Teleprocessing 

a.  HI IPS  Migration 

A  highly  successful,  accelerated  migration  to  the  HUD  Integrated  Information 
Processing  Service  (HIIPS)  contract  will  be  completed  in  1993.  The  HUPS  contract  provides  a 
streamlined  process  through  which  HUD  is  is^roving  and  modernizing  computer  and 
telecommunications  capabilities,  allowing  efficient  exchange  of  software  and  data  anong 
applications,  and  integrating  previously  fragmented  operations  and  databases  with  state-of-the- 
art  technology. 

The  original  estimate  for  the  HIIPS  conversion  project  was  $70.5  million. 
Management  of  the  conversion  and  scheduling  activities  reduced  this  estimate  by  $11.1  million,  or 
a  significant  16  percent,  to  $59.4  million. 

b.  Computer  Operations 

HIIPS  provides  the  ADP  platform  necessary  to  support  the  Integration  of  HUD's 
financial  systems.   In  1992,  three  rehosts  were  completed  without  disruption  to  the  operational 
environment  and  have  been  essentially  transparent  to  HUD's  user  community.  Computer  processing 
for  Departmental  programs  and  administrative  activities  is  now  provided  through  the  HUD  Data 
Center  at  Lanham,  Maryland,  which  was  Intended  to  operate  24  hours  per  day,  6  days  a  week.  The 
1993  budget  reductions  have  dramatically  reduced  hours  of  operation.  The  Center  Is  equipped  with 
three  mainframe  computer  systems  and  a  variety  of  support  equipment.   This  computing  capacity  is 
augmented  by  an  off-site  computer  facility  with  a  fourth  mainframe  system  which  serves  as  a 
Disaster  Recovery  Facility.   In  1993,  a  planned  capacity  expansion  was  not  implemented  and 
service  levels  were  reduced  to  absorb  budget  reductions.   In  1994,  plans  are  to  restore  service 
levels  and  to  proceed  to  expand  capacity  to  accommodate  Increased  demands  of  the  Financial 
Systems  Integrations  Plan  as  the  projects  are  developed  and  come  into  production. 

c.  Telecommunications 

Wide  Area  Network.  Eighty-two  HUD  offices  are  linked  to  the  HUD  Computer  Center, 
HUD  Headquarters  and  the  Disaster  Recovery  Facility  through  teleprocessing  networks.  Before 
award  of  the  HIIPS  contract,  the  Department  utilized  the  HUD  Teleprocessing  Network  (HUDNET)  and 
a  second  teleprocessing  network  used  exclusively  for  the  Conputerized  Homes  Underwriting 
Management  System  (CHUMS).  Beginning  in  1992,  HUD  began  migrating  its  two  teleconmunications 
networks  to  a  new  architecture.  By  the  third  quarter  of  1993,  this  migration  will  be  completed. 
The  new  system,  HUD  Integrated  Network  (HINET),  offers  significant  advantages  over  HUD's  prior 
environment  and  satisfies  the  Department's  requirements  for  telecommunications  availability  and 
response  tines.   It  uses  a  communications  backbone  to  connect  switches  located  at  the  HUD 
Computer  Center,  HUD  Headquarters,  the  Disaster  Recovery  Facility,  and  certain  Regional  Offices 
which  are  on  the  backbone.  Nine  of  ten  Regional  Offices  were  converted  to  HIHBT  in  1992.  Tba 
HINET  conversion  will  be  completely  implemented  during  1993. 
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Local  Area  Networks.   During  1992,  some  local  area  networks  (LANs)  were  enhanced  by 
the  introduction  o£   HUtJware,  a  Graphical  User  Interface  (GUI)  computing  environment,  which 
dramatically  increased  interest  in,  and  use  of,  automated  office  systems.   Providing  GUI  required 
the  acquisition  of  upgraded  hardware  and  software  for  more  than  170  Headquarters  users  who 
participated  in  the  HUDware  pilot.   In  1993,  we  plan  to  implement  HUDware  for  400  additional 
users.   We  have  also  requested  funding  for  1994  to  support  upgrading  local  area  network  cabling 
as  Regional  and  Field  Offices  relocate. 

Workstations.   To  achieve  the  goal  of  every  HUD  employee  having  a  workstation, 
approximately  500  HUD  employees  will  receive  a  workstation  in  1994.   While  suspended  in  1993,  IPS 
will  continue  to  work  towards  its  goal  in  1994  of  providing  a  workstation  for  every  employee 
while  upgrading  the  existing  inventory  of  workstations  to  accommodate  HUDware,  the  Department's 
standard  office  automation  environment.   All  3,150  workstations  purchased  since  late  1991  have 
been  'new  generation"  equipment  that  can  support  the  Graphical  User  Interface  technology  on  which 
HUDware  is  based.   Because  of  reductions  in  the  1993  Appropriations,  no  funding  is  available  in 
1993  to  purchase  additional  workstations.   Funding  is  planned  in  1994  to  purchase  2,500 
additional  workstations,  thereby  achieving  the  goal  of  a  workstation  for  every  HUD  employee  and 
upgrading  older  model  microcomputers. 

3.   Systems  Development/Maintenance 

In  1994,  the  Department  will  spend  S45.8  million  for  all  systems  development  and 
maintenance  activities.   This  includes  an  allocation  of  $20  million  to  support  financial  systems 
integration  requirements. 

a.  Overview 

Systems  development  and  maintenance  encompasses  the  full  range  of  services  that 
must  be  done  during  the  life  cycle  of  a  systems  application.   These  include  specification, 
design,  development,  testing,  implementation,  and  maintenance  of  the  system. 

In  1991,  the  Department  adopted  a  Financial  Management  Systems  Integration  Plan  to 
integrate  its  financial  systems.   Systems  development  activities  that  support  this  effort  will  be 
carried  out  in  a  phased  approach  through  1996.   The  goal  is  to  provide  the  Department  with 
integrated  financial  systems  that  will  support  the  Department  in  the  operation  of  its  housing, 
community  development  and  other  legislative  programs,  correct  and  prevent  material  weaknesses, 
and  provide  management  with  the  information  tools  necessary  to  manage  their  programs.   It  will 
enable  the  Department  to  maintain  control  over  its  financial  resources,  to  meet  future 
programmatic  flexibility  requirements,  to  comply  with  the  Government  requirement  for  a  single 
integrated  financial  management  system,  and  to  improve  the  Department's  overall  operating 
efficiency. 

The  Department's  Information  Resources  Management  Planning  Board  (IRMPB)  oversees 
the  allocation  of  system  development  and  system  maintenance  resources.   The  IRMPB  is  composed  of 
the  Department's  Assistant  Secretaries,  the  President  of  the  Government  National  Mortgage 
Association,  Inspector  General,  and  the  Director  of  the  Office  of  Information  Policies  and 
Systems. 

In  1993,  the  IRMPB  will  allocate  $12.5  million  of  its  total  budget  of  S33.1  million 
to  support  Financial  Systems  Integration  requirements.   This  funding  level  supports  projected 
systems  engineering  requirements  for  the  continued  development  of  the  Control  File 
Subsystem/Tenant  Rental  Assistance  Certification  System  (CFS/TRACS)  and  Core  Accounting,  and  to 
begin  developing  the  FHA  Mortgage  Insurance  System.   In  1994,  the  planned  allocation  increases  to 
$20  million  out  of  a  total  IRMPB  budget  of  $35.8  million,  and  will  continue  to  support  TRACS,  the 
Financial  Information  Reporting  System  (FIRST)  project  for  Core  Accounting,  and  FHA  Mortgage 
Insurance  System  Development  requirements. 

b.  Departmental  Financial  Management  Systems  Integration 

Tenant  Rental  Assistance  Certification  System  (TRACS) 

TRACS  is  currently  the  Department's  number  one  systems  development  priority.  When 
fully  implemented,  TRACS  will  significantly  improve  the  Department's  housing  subsidy  program 
operations  by  automating  manual  processes,  by  incorporating  the  controls  that  HtJD  needs  to  bring 
financial  integrity  to  its  rental  assistance  programs,  and  by  providing  sound  information  to 
support  program  and  management  decisions.   TRACS  is  being  implemented  in  four  stages:  a  data 
collection  and  verification  effort,  and  three  phases  of  systems  development  and  implementation. 
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Tha  first  phase  of  system  software  development  Is  underway  and  scheduled  for 
completion  by  1996.   Software  has  been  developed  and  implemented  to  collect  tenant  data  for 
Housing  programs.  At  the  end  of  this  process,  TRACS  will  contain  a  con^lete  database  of  tenant 
data.   TRACS  Phase  I  will  also  automate  the  tenant  data  collection  for  PIB  programs,  contracts 
processing,  payment  processing  and  budget  forecasting.  TRACS  Phase  I   will  enable  HUD  to  receive 
tenant  and  unit  data  electronically  from  owners/agents/PHAs  and  maintain  contract  data  which  will 
be  used  to  calculate  and  pay  accurate  subsidies  and  assist  in  forecasting  budget  needs. 

The  Control  File  Subsystem  (CFS)  collects  contract  data  on  tha  Department's 
approximately  CO, 000  contracts  to  provide  housing  assistance.   CFS  has  been  implemented 
nationwide  and  currently  resides  on  LANs  in  57  HUD  Field  Offices.   The  CFS  development  team  has 
received  additional  requirements  from  Housing  and  the  Office  of  Public  and  Indian  Housing  and  are 
currently  developing  a  new  version  of  the  software.   In  1994,  the  CFS  software  will  be  re- 
engineered  to  be  rehosted  on  the  Department's  mainframe  platform  as  part  of  tha  TRACS  effort. 
This  re-engineering  will  increase  processing  efficiency  and  provide  access  to  contracts  data  for 
TRACS  processing  and  budgeting  purposes. 

Core  Accounting 

In  1992,  work  also  began  on  the  Financial  Information  Reporting  System  (FIR$T)  as 
the  core  accounting  conponent  of  the  Financial  Management  Systems  Integration  Plan.   Standard 
Development  Hethodology  (SDM)  documents,  including  the  Project  and  Strategic  Plan,  have  been 
con^leted  and  submitted  to  the  Information  Resource  Management  Planning  Board  for  approval. 

Work  continued  on  Phase  II  integration  of  the  Department's  accounting  and 
disbursement  systems.   The  Section  8  Voucher  Program  was  phased  into  the  Program  Accounting 
System  (PAS) /Line  of  Credit  Control  System  (LOCCS)  from  the  Section  8  Accounting  System 
(SEAS) /Assisted  Housing  Accounting  System  (AHAS).   Analysis,  design  and  development  of  the 
PAS/LOCCS  interface  with  the  Loan  Accounting  System  was  completed.   Unit  and  system  testing  will 
continue  through  early  fiscal  year  1993  followed  by  implementation. 

In  1993,  support  of  the  Financial  Management  Systems  Integration  Plan  will 
continue.   HUD  will  procure  and  install  a  commercial,  'off-the-shelf*  financial  management  system 
software  package.   Requirements  for  Module  1  of  FIR$T  will  be  completed,  and  a  risk  analysis  will 
be  initiated  in  support  of  the  Module.   Selection  of  a  program  area  for  Module  2  will  occur. 
The  Department  will  define  unique  requirements  and  conduct  a  current  system  analysis.   In  1994, 
the  Department  will  continue  the  efforts  initiated  in  1993.   The  FIR$T  team  will  ensure  that  the 
implementation  for  Module  1  is  effectively  working  tmd  meeting  user  requirements.   Work  will 
continue  towards  implementing  the  Core  Accounting  System  for  additional  program  areas. 

FHA  Mortgage  Insurance  Systems 

In  1993,  work  began  on  the  development  of  tha  FHA  Mortgage  Insurance  Systems.   The 
Department  developed  a  strategic  implementation  plan  as  the  foundation  for  the  design, 
development  and  implementation  of  the  mortgage  insurance  system. 

Based  upon  the  recommendations  in  the  Mortgage  Insurance  Strategic  Plan,  the 
Department  will  continue  its  activities  to  design,  develop  and  implement  this  integrated  system. 
Activities  are  scheduled  to  begin  on  development  of  the  integrated  Grants/Subsidies/Loans  System 
that  will  support  requirements  of  various  organizational  entities  within  HUD.   To  ensure  that 
Departmental  informational  needs  are  met,  activities  will  begin  to  identify  requirements  for  a 
Management  Infonnation  System.   With  the  multiple  system  integration  projects  being  undertaken, 
the  Department  will  continue  with  its  activities  of  Integration  Coordination  and  Quality  Control. 

c.   Electronic  Data  Interchange  I  EDI  I 

EDI  was  piloted  to  enable  Mortgage  Lenders  to  submit  their  Single  Family  Insurance 
ClaiOB  directly  to  BUD  for  processing. 

By  the  end  of  1992,  BUD  hadi 

~   Developed  a  Departaantal  Strategic  Plan  EDI  to  be  en^loyed  intar/intra 
govarnmentally  or  with  users  of  HUD  programs  and  services  within  private 
industry. 

Represented  the  Department's  interests  before  tha  American  National  Standards 
Institute  Accredited  Standards  CoosBittee  X12  which  is  chartered  to  oversea  tha 
development  of  EDI  standards* 
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Began  development  of  an  EDI  gateway  between  the  HIlPs  mainframe  platform  and 
telecommunications  access  ports. 

Aligned  the  HUD  EDI  initiative  with  the  Mortgage  Bankers  Association's  Data 
Standards  Task  Force  to  assure  focused  consensus  with  the  mortgage  lending  and 
mortgage  insurance  industries. 

During  1993,  HUD  will  implement  a  pilot  project  with  two  mortgage  lenders  to  test 
internal  Bystems,  procedures  and  communications  between  HUD  and  the  pilot  participants.   Upon 
completion  of  the  pilot  program,  additional  mortgagees  will  be  added  to  the  system  until  the 
expected  maximum  percentage  of  mortgagee  participation  is  attained. 

1993  and  continue  into  1994  include: 

Single 
Hanuf act 


Other  EDI  initiatives  that  will  start  in  1993  and  continue  into  1994  include: 
Family  Default  Monitoring,  Mortgage  Record  Change,  Title  I  Property  Improvement  and 
ctured  Home  Insurance  Claims  and  Mortgage  Insurance  Premium  Collections. 


d.    Housing  Programs 

Funding  in  1994  will  support  systems  engineering  on  2  major  modules  of  the 
Financial  Management  Systems  Integration  Plan;  TRACS  and  the  FHA  mortgage  insurance  systems. 
During  development  of  these  new  applications,  existing  systems  applications  must  be  maintained 
and  operated  using  the  Department's  standard  hardware  platform. 

As  a  fundamental  prerequisite  to  systems  integration,  the  users  will  be  studying 
its  business  lines  and  functions.   The  Office  of  Housing-Federal  Housing  Administration  intends 
to  change  its  objectives  by: 

1)  improving  fundamental  business  processes  by  reducing  paperwork  burdens  to  its 
customers  and  staff,  to  produce  meaningful  information  for  customers,  program 
staff  and  managers,  as  well  as  auditable  and  accurate  financial  records; 

2)  building  systems  that  quickly  respond  to  new  legislation,  by  using  CASE 
(Computer  Aided  Software  Engineering)  tools;  and 

3)  maintaining  these  modern  and  flexible  systems  applications  easily  and 
efficiently  once  they  are  developed  and  implemented. 

while  in  the  process  of  making  these  fundamental  and  far  reaching  changes  to  new 
business  processes  with  new  development  tools,  it  is  essential  that  existing  systems  be 
maintained  and  operated.   Data  must  be  gathered,  transactions  processed,  and  records  maintained, 
while  the  new  systems  are  being  engineered.   Some  changes  will  need  to  be  made  to  existing  system 
software  even  while  replacements  to  that  software  are  under  development.   There  will  be  a  period 
when  the  capacity  of  existing  hardware  must  accommodate  operating  the  existing  systems  and 
testing  and  running  the  new  integrated  systems.   At  the  conclusion  of  this  period  of  intense 
resource  utilization,  there  will  be  modern  integrated  systems  that  meet  the  users'  and  the 
customers'  ambitious  objectives. 

Concurrent  with  the  technological  thrust  of  systems  integration,  the  Office  of 
Housing  will  be  improving  its  business  operations.   It  intends  not  only  to  eliminate  data 
redundancy  but  also  to  exchange  information  in  a  paperless  environment  using  Electronic  Data 
Interchange.   FHA  is  moving  to  user  interfaces  that  quickly  allow  customers  to  interact  with  HUD 
staff,  to  answer  questions  and  to  transmit  information. 

Presently,  HUD  operates  and  maintains  33  mainframe  systems  and  several  minicomputer 
and  microcomputer  systems  to  support  Housing  programs. 

In  1992,  the  following  was  accomplished: 

An  automated  late  charge  module  was  developed  for  the  Single  Family  Premium 
Collections  system  designed  to  bill  mortgagees  late  charges  associated  with 
payments  of  Single  Family  monthly  insurance  premiums.   This  enhancement 
replaces  the  current  manual  system. 

Development  began  on  an  automated  system  to  process,  generate  and  manage 
public,  lender  and  Congressional  inquiries  dealing  with  the  Single  Family 
Insurance  System  (SFIS)  program. 

An  interface  was  established  to  capture  mortgagee  data  reported  to  the  Single 
Family  Default  Monitoring  System.   Claim  form  processing  was  adjusted  to 
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curtail  interest  expenses  when  a  mortgagee  does  not  comply  with  reporting 
requirements. 

Several  enhancements  were  made  to  the  Title  I  Insurance  Claims  System.   These 
included  a  modification  allowing  billing  statements  to  be  transmitted  via 
telephone  lines,  and  capability  was  established  to  process  partial  repurchase 
transactions,  and  to  establish  claiin  liability  at  initiation. 

The  Distributive  Shares  and  Refund  Subsystem  (DSRS)  was  enhanced  to  generate 
FHA  premium  refunds  automatically  when  established  edit  criteria  have  been 
met. 

The  One-Time  Mortgage  Insurance  Premiums  System  (OTMIP)  was  modified  to 
identify,  calculate,  bill,  and  collect  late  interest  charges  in  collection  of 
the  one-time  premiums  for  FHA  insurance  of  single  family  mortgages. 

The  Consolidated  Single  Family  Statistical  System  (CSFSS)  was  modified  to 
track  Home  Mortgage  Disclosure  Act  (HMDA)  input  from  its  receipt  by  HUD  to  its 
inclusion  in  the  HMDA  database.   The  modification  provides  an  audit  trail  of 
data  received,  identifying  the  date  of  submission,  source,  media,  and  location 
in  the  HMDA  process.   The  enhancement  will  facilitate  responses  by  the  Federal 
Reserve,  and  submitting  lenders,  as  well  as  the  resolution  of  transmission 
problems  and  resubmissions. 

Phase  II  of  the  Multifamily  Information  Processing  System  (MIPS)  continued. 
The  Multifamily  Insured  and  Direct  Loan  Information  System  (MIDLIS)  was 
implemented,  and  Section  202  and  811  projects  were  integrated. 

Enhancements  to  the  Computerized  Homes  Underwriting  Management  System  (CHUMS) 
included  the  following: 

CHUMS  was  enhanced  to  produce  FHA  mortgage  insurance  activity  reports  that 
allow  the  Assistant  Secretary  for  the  Office  of  Policy  Development  and 
Research  to  monitor  the  impact  of  the  FHA  reforms  enacted  by  the  Cranston- 
Gonzalez  National  Affordable  Housing  Act  of  1990. 

Modifications  were  made  to  accommodate  new  Housing  regulations  that  allow  HUD 
to  insure  loans  involving  VA  Certificate  of  Reasonable  Value  with  Direct 
Endorsement  Processing  regardless  of  the  age  of  the  property. 

A  disciplinary  action  reporting  function  was  implemented  allowing  CHUMS  to 
track  sanctions  imposed  against  HUD  program  participants,  including  builders, 
underwriters,  appraisers,  inspectors,  and  mortgage  credit  examiners. 

Several  CHUMS  screens  were  modified  to  accept  data  from  the  new,  industry-wide 
Uniform  Residential  Loan  Application  (URLA),  that  streamlines  loan  application 
processing  for  lenders  and  provides  faster  service  for  prospective  borrowers. 

In  1993,  the  following  will  be  accomplished: 

The  Single  Family  Insurance  System  -  Claims  Subsystem  (CLAIMS)  will  be 
modified  to  process  pre-foreclosure  claims  submitted  by  mortgagees  under  the 
pre-foreclosure  claims  program.   The  system  also  will  be  modified  to  use 
Electronic  Data  Interchange  (EDI)  to  reduce  processing  time  and  lower  costs 
associated  with  this  form-driven  process. 

Development  of  the  automated  Public  Inquiry/Correspondence  System  that 
processes,  generates  and  manages  public,  lender  and  Congressional  inquiries  to 
the  Single  Family  Insurance  Program  will  be  completed. 

—   Additional  work  on  the  Title  I  Insurance  and  Claims  System  allowing  electronic 
claims  filing  and  payment  of  claims  via  the  Automated  Clearinghouse  Network. 

MIPS  will  be  installed  in  all  Category  "C"  HUD  Field  Offices.   Development  of 
a  HOPE  II  application,  cost,  valuation  and  mortgage  credit  applications,  and  a 
tracking  system  of  Delegate  Processing  contractors  application  will  be 
completed.   Phase  II  development  of  the  MIPS/Multifamily  National  System  will 
be  completed. 
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CHUMS  enhancements  in  1993  will  include: 

Automation  of  the  tracking  of  Affirmative  Fair  Marketing  Plans  submitted  by 
HUD-approved  builders  who  construct  five  or  more  housing  units  in  a  12-month 
period. 

—  Development  of  software  to  do  discriminate  analysis  of  borrowers  to  riptermine 
the  degree  of  risk  involved  in  the  underwriting  mortgage  insurance. 

A  modification  that  will  allow  Field  Offices  to  target  Direct  Endorsement 
underwriters  for  post-endorsement  reviews. 

Development  of  Computer  Based  Training  (CBT)  lessons  on  firm  commitment  and 
endorsement  processing  for  HUD-processed  cases.   Modifications  to  existing  CBT 
lessons  will  be  made  as  enhancements  are  implemented. 

CHUMS  enhancements  in  1994  will  include: 

Development  of  the  integrated  FHA  Single  Family  Premium  Collection  System  will 
be  completed. 

CHUMS  will  be  modified  to  flag  specific  types  of  high-risk  cases  for  review, 
such  as  condominiums,  new  construction,  203(k),  and  high  ratio  loans. 

A  10-Year  Warranty  Plan  file  will  be  created,  and  CHUMS  will  be  modified  to 
pass  the  Warranty  Plan  number  to  the  Single  Family  Accounting  and  Management 
System  (SAMS)  for  property  disposition  cases. 

Development  of  an  interface  with  the  Computer  Aided  Software  Engineering 
(CASE)  Binder  Tracking  System  to  eliminate  duplicate  data  entry. 

e.    Public  and  Indian  Housing 

The  Department  presently  operates  and  maintains  seven  mainframe  systems  and  several 
microcomputer  systems  in  support  of  Public  and  Indian  Housing  (PIH). 

In  1992,  the  following  activities  were  accomplished: 

Requirements  were  gathered  and  design  completed  for  the  Resident  Initiatives 
Module  of  the  System  for  Management  Information  Public  Housing  (SMIRPH).   The 
module  will  provide  a  national,  uniform  data  collection  and  reporting  system 
that  supports  resident  participation  and  management.  Home  Ownership,  Economic 
Development  and  Supporting  Services,  as  well  as  Drug  Elimination  and 
Prevention  in  Public  Housing, 

—  The  PIH  Data  Elements  Dictionary  was  enhanced  as  a  precursor  to  integrating 
the  Management  Information  Retrieval  (MIRS),  SMIRPH  and  Regional  Operating 
Budget  and  Obligation  Tracking  System  (ROBOTS). 

Comprehensive  Grant  enhancements  for  MIRS  were  implemented. 

Menu  and  reporting  enhancements  to  the  Multifamily  Tenant  Characteristics 
System  (MTCS)  that  improved  system  accessibility  and  ease  of  operation. 

Three  new  modules  were  developed  for  the  MIRS  in  addition  to  enhancement  of  15 
existing  modules. 

Several  enhancements  were  made  to  the  Regional  Operating  Budget  and  Obligation 
Tracking  System  as  well  as  the  MTCS. 

Extended  Young  vs.  Cisneros  automated  system  support  from  ten  to  thirty  Public 
Housing  Authorities  (PHAs)  in  thirty-six  East  Texas  Counties. 

—  Development  was  completed  for  automation  of  the  Public  Housing  Management 
Assessment  Program  (PHMAP)  which  is  used  to  access  Public  Housing  Authority 
Management  Agencies. 
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In  1993,  the  following  activities  will  be  accompl i&hed : 

Work  will  begin  on  the  Public  Housing  Expert  Systen  following  completion  of 
system  requirements. 

Develop  and  implement  of  a  Systems  Interface  Project  (SIP)  that  will  provide 
uniform  reporting  of  PIH  business  activities  in  Headquarters,  that  will 
consolidate  PIH  business  data  into  one  repository  that  is  collected  and 
processed  by  several  PIH  management  information  systems  and  OFA  accounting 
systems. 

In  1994,  the  following  are  ADP  Initiatives: 

PIH  Integrated  Systems 

Continue  design,  development  and  implementation  of  the  PIH  Business  Systems 
Architecture  defined  in  the  PIH  Information  Strategy  Plan  (ISP).   This  effort 
includes  defining  a  business  system  driven  PIH  data  environment,  utilizing  an 
integrated  database  concept  (the  PIH  National  Database).   At  a  minimum,  the 
business  areas  to  be  added  to  the  system  in  1994  are: 

-  Section  8  Public  and  Indian  Housing; 

-  Lead  Based  Paint  Abatement; 

-  Resident  Initiatives; 

-  Family  Self  Sufficiency; 

-  Risk  Assessment; 

-  Multifamily  Tenant  Certification; 

-  PHMAP  (final  rule); 

-  Financial  Statistics  (operating  receipts  and  expenditures);  and 

-  Indian  HOME  Fund. 

The  effort  also  includes  completion  of  an  Executive  Information  System  and  an 
Expert  System  and  ensuring  that  business  system  driven  modifications  are  made 
to  the  PIH  Integrated  System  feeder  systems. 

This  project  is  critical  for  ensuring  that  processes  are  in  place  to  collect  data 
required  for  PIH  Performance  Measures  developed/defined  in  cooperation  with  the  Chief  Financial 
Officer's  Financial  Policy  and  Evaluation  Office. 

PHA  Communications 

Using  the  existing  Previous  Participation  System  develop  a  CAIVRS-like  voice 
response  capability  for  Housing  Authorities  (Public  and  Indian)  to  use  in 
ascertaining  eligibility  of  certain  vendors  doing  business  with  HUD. 

—    Implement  Electronic  Data  Interchange  (EDI)  between  the  Housing  Authorities 
and  HUD  for  submission  of: 

Tenant  Certification  forms  (HUD  S00S8,  Tenant  and  Homebuyer  Summary); 

Section  8  budget  forms  (HUD  52672,  Supporting  Data  for  Annual 
Contribution  Estimates,  and  HUD  52673,  Estimate  of  Total  Required  Annual 
Contributions)  -  Section  8  financial  statements  (HUD  52681,  Voucher  for 
Payment  of  Annual  Contributions  and  Operating  Statement;  and 

Grantee  Financial  and  Performance  Report. 

Implement  a  national  HUD  bulletin  board  with  modem  access  for  field  staff. 
Housing  Authorities  and  the  public  to  have  access  to  Directives  Access  System 
types  of  data. 

Field  Office  Systems 

Modify  SMIRPH/HIRS  to  give  the  field  the  capability  to  enter  and  update 
Section  8  Public  and  Indian  Housing  data.   Terminate  the  Section  8  MIS. 

Implement  strengthened  data  edits/validations  in  all  field  systems  that  feed 
the  PIH  Integrated  System  to  ensure  data  quality/data  integrity;  and  improve 
data  transmission  methods. 
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—    Modify  MIRS  to  reflect  the  Indian  Programs  reorganization . 
Make  legislatively  required  changes  to  ROBOTS. 

f .  Government  National  Mortgage  Association  (GNMA) 

The  GNMA  program  guarantees  the  timely  payment  of  principal  and  interest  on 
securities  backed  by  pools  of  Federal  Housing  Administration,  Veterans  Administration,  and 
Farmers  Home  Administration  mortgages. 

HUD  supports  GNMA  activities  through  the  operation  and  maintenance  of  three 
mainframe  systems  that  are  essential  for  GNMA  to  manage  its  large  and  growing  volume  of 
mortgage-backed  securities.   The  GNMA  Mortgage  Backed  Securities-Issuer  Pool  Management  System 
maintains  a  daily  automated  interface  with  the  Mortgage-Backed  Securities  System  operated  by 
Chemical  Bank  in  New  York  to  track  pool  balance  collection  data  for  GNMA  securities  issued  by  the 
Bank  as  agent  for  GNMA.   The  Check  Record  Issuance  System  produces  monthly  payment  tapes  to  the 
U.S.  Treasury  Department.   The  LAN-based  systems  provide  essential  management  information  and 
controls. 

In  1992,  the  following  was  accomplished: 

The  Default  Management  System  which  tracks  the  status  of  MBS  Issuers,  actions 
taken  by  GNMA  regarding  issuers,  information  relating  to  issuer  portfolios, 
and  vouchers  related  to  defaulted  issuers. 

The  Electronic  Receipts  and  Analysis  System  which  provides  the  capability  to 
electronically  collect  and  edit  issuer  financial  data,  and  maintain  a  database 
for  use  by  analysts  in  determining  a  issuer's  solvency  and  financial  position. 

The  Wire  Tracking  System  that  provides  a  daily  cash  flow  ledger  of  receipts 
and  disbursements. 

The  HACOLA  Accounting  System  was  upgraded  to  maintain  the  general  ledger  for 
GNMA  and  provide  automated  accounting  reports  for  program  management. 

In  1993,  the  following  will  be  accomplished: 

Enhancement  to  the  Issuer  Register  Subsystem  (IRS),  which  will  establish  an 
electronic  interface  between  the  Commitment  Line  System  (CLS)  and  the  IRS 
eliminating  the  need  for  duplicate  entries  and  reconciliation  of  the  data. 

Enhancement  to  CLS  to  facilitate  the  exchange  of  data  with  the  Integrated 
Management  System  (IMS).   When  implemented,  IMS  will  function  as  a  central 
clearinghouse  for  financial  data. 

Development  of  the  Consolidated  Accounting  and  Financial  System  (CAFS),  which 
is  designed  to  track  outlays,  obligation  levels  and  expenditures.   When 
implemented  CAFS  will  interface  with  Macola,  Default  Management  System, 
Subservicer  Reporting  System  and  Treasury,  as  well  as,  comply  with  the  Credit 
Reform  Act  requirements. 

In  1994,  GNMA  anticipates  the  following: 

Continued  development  of  Consolidated  Accounting  and  Financial  System  and 
Commitment  Line  System. 

Building  an  interface  between  Electronic  Receipts  and  Analysis  System  (ERA) 
and  Integrated  Management  System  (IMS). 

g.  Community  Planning  and  Development  (CPD) 

In  the  past;  CPD  operations  have  been  hampered  by  out-of-date  systems;  lack  of 
funds  for  system  development  and  systems  maintenance;  lack  of  workstations,  especially  in  the 
field  offices;  and  lack  of  training  for  staff.   CPD  is  beginning  the  conversion  to  more  modern 
methods  of  automated  support  by  creating  an  infrastructure  of  systems,  linkages,  and  procedures 
to  support  its  programs.   As  an  initial  step,  CPD  has  begun  comprehensive  planning  and 
development  to  strengthen  its  numerous  programs  by  closely  integrating  those  programs  with  the 
systems  that  support  them.   This  integration  of  systems  applies  not  only  to  programs,  but  also  to 
an  integration  of  systems  to  support  both  field  and  Headquarters  personnel  in  managing  those 
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programs  and  monitoring  the  grants.   When  it  is  completed,  this  system  integration  effort  will 
promote  efficiency  and  help  prevent  fraud,  waste,  and  abuse.   This  effort  will  take  several  years 
to  convert  old  systems,  develop  new  systems,  and  modify  systems  as  new  programs,  legislation,  and 
requirements  are  established. 

Currently,  HUD  operates  and  maintains  several  mainframe  and  microcomputer  systems 
in  support  of  CPD  programs.   A  substantial  portion  of  the  systems  development  and  maintenance 
resources  supporting  CPD  systems  each  year  are  used  to  maintain  these  systems,  extract 
information  from  the  databases,  and  modify  the  systems  to  accommodate  changing  legislative, 
regulatory,  and  program  requirements.   These  systems  support  such  program  functions  as 
determining  fund  allocations  for  the  Community  Development  Block  Grant  (CDBG)  Entitlement,  HOME, 
and  HOPE  3  programs.   The  systems  also  support  application  processing,  program  management,  and 
reporting  to  the  Congress. 

In  1992,  HUD  accomplished  the  following  in  support  of  CPD: 

Developed  and  implemented  a  system  supporting  the  Section  8  Moderate 
Rehabilitation  Single  Room  Occupancy  (SRO)  Program,  which  funds  the 
rehabilitation  of  SRO  buildings  and  provides  rental  assistance  to  occupants  of 
SRO  buildings. 

—  Developed  and  implemented  a  system  to  support  the  Shelter  Plus  Care  program. 

—  Developed  the  HOPE  3  Cash/Management  Information  System  to  support  financial 
management,  program  management,  and  monitoring  of  the  HOPE  3  program.   The 
system  was  implemented  in  early  1993. 

Major  enhancements  to  the  HOME  Cash/Management  Information  System  (C/MIS). 

Began  development  of  a  data  system  to  support  the  demographic  data 
requirements  for  the  Comprehensive  Housing  Assistance  Strategy  (CHAS) . 

—  Continued  development  of  the  CPD  Information  Management  System  (CIMS) .   In 
early  1993,  the  Department  deployed  to  the  field  offices  a  LAN-based  module 
for  field  office  grant  management  and  tracking. 

Developed  independent  LAN-based  systems  to  support  the  Indian  CDBG  program  and 
the  Indian  ESG  program. 

—  Began  a  comprehensive  system  planning  to  examine  all  program  functions, 
requirements,  and  systems.   The  end  product  of  this  planning  will  become  an 
Integrated  Systems  Plan  (ISP)  for  CPD. 

In  1993,  CPD  is  continuing  the  comprehensive  planning  begun  in  1992.   Using  the  ISP 
and  the  joint  CIMS/FIR$T  project  as  a  basis,  CPD  is  working  toward  integrated  systems  to  support 
its  programs  with  data  and  systems  to  improve  financial  accountability,  program  management, 
application  processing,  program  evaluation,  and  reporting  to  the  Congress.   The  goal  of  this  plan 
is  to  create  integrated  systems  and  databases  that  can  be  linked  together  to  support  grantees, 
field  and  regional  offices,  and  HUD  Headquarters  offices.   The  hub  of  these  integrated  systems 
will  be  the  CPD  Information  Management  System  (CIMS)  which  will  be  closely  tied  to  the 
Department's  new  Core  Accounting  System.   These  integrated  systems  will  bring  about  better  data 
quality,  more  efficient  processing,  and  improved  grants  management. 

Specifically,  in  1993,  CPD  will  accomplish  the  following: 

—  Develop  and  implement  the  Elvis  System  that  processes  grant  applications  for 
the  Homeless  Assistance  Programs.   Elvis  is  an  integrated  system  that  uses 
common  data  files  and  interfaces  for  several  different  programs,  which  is  far 
easier  and  cheaper  to  maintain  than  several  stand-alone  systems. 

Continue  development  of  Demographic  Data  Systems  to  support  the  CHAS  and 
program  data  needs. 

Implement  Phase  I  of  CIMS,  the  field  office  LAN-based  module,  and  continue 
development  of  Phase  II,  the  Headquarters  module  that  will  be  integrated  with 
the  Core  Accounting  System. 

The  HOME  C/MIS  will  be  substantially  modified  and  enhanced  to  accommodate 

legislative  changes  to  the  program. 
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--    Develop  an  automated  Grantee  Performance  Report  (GPR)  £or  the  CDBG  Entitlement 
Program.   The  GPR  is  the  method  by  which  grantees  report  their  accon^lishments 
to  HUD.   A  CDBG  technical  assistance  contract  is  funding  the  grantee  portion 
of  the  GPR.   HUD  will  also  begin  developing  a  field  office  module  for 
reviewing  the  GPR.   This  is  an  initial  step  in  vertically  integrating  CPD  data 
processing  from  the  grantee  to  the  field  office  to  Headquarters. 

In  1994,  efforts  will  continue  to  integrate  eystems,  support  all  segments  of 
program  management,  and  serve  all  parts  of  the  community  development  population  from  grantees  to 
HUD  program  offices.   CPD  will  work  to  consolidate  its  program  management  systana  and  integrate 
them  with  HOD  financial  systems  to  improve  efficiency  of  both  HUD  and  its  grantees.   CINS  Phase 
II  will  be  implemented,  and  Phase  III  of  CIMS  will  be  started.   Phase  III  is  a  regional  module  to 
link  with  the  Headquarters  and  field  modules.   There  will  also  be  enhancements  to  the  CIMS  field 
module  such  as  the  development  of  automated  correspondence  and  risk  analysis,  as  well  as 
implementation  to  the  field  office  module  of  the  GPR. 

In  1994,  CPD  expects  new  legislation  requiring  new  system  development  and  increased 
automated  data  processing  support.   These  legislative  initiatives  include  (1)  supplemental 
funding  for  CDBG  and  Homeless  Assistance  Programs  to  support  the  President's  Economic  Stimulus 
Program;  (2)  Enterprise  Zones;  (3)  Community  Development  Banks;  (4)  Youth  Build;  and  (S) 
legislative  changes  to  CPD's  existing  programs  such  as  HOME  Investment  Partnerships. 

h.    Policy  Development  and  Research 

HUD  is  midway  through  a  complex  process  of  revolutionizing  many  aspects  of  the 
hardware,  software,  and  information  systems  used  to  electronically  administer,  manage,  and 
monitor  its  programmatic  responsibilities.   This  has  taken  the  form  of  not  only  creating 
information  systems  for  new  initiatives  (such  as  Hultifamily  Tenant  Characteristics  System, 
CPS/TRACS,  and  HOPE/HOME)  but  replacing  older,  obsolete  systems  (such  as  PIH-FORMS  and  MIDLIS) 
with  new  systems  (SMIRPH  and  MPS).   An  assesEment  of  these  initiatives  points  out  the  important 
role  of  PD&R  in  their  evolution.   IPS-provided  funds  will  support  PD&R  in: 

The  design  of  field  monitoring  mechanisms — Because  of  limited  staff  and  other 
resources,  program  offices  are  frequently  unable  to  initiate  program 
monitoring  aspects  of  information  systems  until  later  in  the  development 
stages.   PD&R  has  played,  and  should  continue  to  play,  a  role  in  the 
innovative  use  of  HUD's  information  systems  for  the  management  and  monitoring 
of  program  operations  and  delivery  of  services. 

—  The  assessment  of  data  quality  in  HUD  data  systems — PDiR  independently  reviews 
the  quality  of  information  contained  in  these  systems,  the  limitations  on 
their  use,  and  the  possible  need  for  additional  quality  control  mechanisms. 

—  The  design  of  time-series  databases  which  can  be  used  for  program  monitoring, 
evaluation,  and  policy  formation  proposes. 

Presently,  the  Department  operates  and  maintains  five  mainframe  systems  and  several 
microcon5)uter  systems  supporting  Policy  Development  and  Research  functions. 

In  1992,  support  was  provided  for  economic  and  demographic  analysis  of  the 
Department's  proposed  and  on-going  programs.   This  support  will  continue  in  1993  and  1994. 

i.    Fair  Housing  and  Equal  Opportunity 

HUD  operates  and  maintains  four  mainframe  systems  and  several  microcon^uter  systems 
for  Fair  Housing  and  Equal  Opportunity  (FHEO).   Increased  support  has  been  and  will  continue  to 
be  provided  to  FHEO  in  support  of  its  implementation  of  the  Fair  Housing  Amendments  Act. 

In  1992,  the  following  was  accomplished: 

Development  continued  on  the  Civil  Rights  Information  System  (CRIS)  to  provide 
a  single,  centralized  database  of  civil  rights  and  compliance  monitoring 
information  for  HUD.   When  implemented,  this  system  will  interface  with  MTCS, 
Census  Data  1990,  Field  Office  Reporting  and  Management  System  (FORMS/CPD) 
soon  to  be  renamed  the  CPD  Information  Management  System  (CIMS)  and  Grantee 
Performance  Report  (GPR)  System. 

The  Public  Housing  Affirmative  Compliance  Agreement  System  (PHACA)  was 
expanded  to  include  additional  analysis  capability. 
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In  1993,  the  following  will  be  accomplished: 

The  Title  VIII  Complaint  Tracking  System  (CTS)  will  be  expanded  to  provide 
complaint  and  compliance  review  tracking  in  other  ma^or  civil  rights 
authorities  including;  Title  VI,  Section  109,  Section  504,  Age  and  Americans 
with  Disabilities  Act  (ADA).   This  integrated  systeni  will  be  identified  as  the 
Fair  Housing  Integrated  Tracking  Systejn  (FHITS).   Existing  Title  VIII  reports 
will  be  updated  for  the  FHITS. 

Computer  based  training  software  will  be  developed  to  support  the  Funding  and 
Contracts  Tracking  System  (FACTS)  and  a  Voluntary  Affirmative  Marketing 
Agreement  (VAMA)  and  a  Community  Housing  Resource  Boards  (CHRBs)  module  will 
be  developed. 

—   An  on-line  training  module  will  be  developed  for  CRIS. 

In  1994,  the  following  will  be  accomplished: 

The  Fair  Housing  Integrated  Tracking  System  (FHITS)  will  be  integrated  with  an 
Equal  Employment  Opportunity  Commission  (EEOC)  to  network  the  receipt  of 
housing  compliant  information  from  State/local  agencies. 

The  Civil  Rights  Information  System  (CRIS)  will  be  expanded  to  incorporate 
information  from  other  Departmental  sources.   A  recipient  employment 
monitoring  module  will  be  added  and  a  major  reporting  capability  will  be 
developed  to  support  the  Annual  Report  to  Congress  mandate. 

Modifications  will  be  made  to  the  PHACA  System  to  enable  HUD  staff  to  complete 
compliance  reviews  of  Public  Housing  Authorities.  This  approach  will  apply  to 
the  Section  504  program  as  well  through  a  modification  to  the  PHACA  software. 

With  an  increased  emphasis  on  training  staff,  it  is  envisioned  that  computer 
assisted  training  modules  will  be  developed  for  various  FHEO  program  areas. 

j .    Departmental  Management/Legal  and  Audit  Services 

HUD  operates  two  mainframe  systems  in  support  of  the  Office  of  General  Counsel 
(OGC),  which  provides  legal  services  for  the  Department,  and  five  mainframe  systems  in  support  of 
the  Office  of  the  Inspector  General  (OIG),  which  provides  audit  and  investigative  services  for 
the  Department.   In  addition,  two  mainframe  systems  and  several  microcomputer  systems  accessed 
via  the  HUD  LAN  are  maintained  in  support  of  Departmental  Management  activities  carried  out  in 
the  Office  of  the  Secretary/Deputy  Secretary. 

In  1992,  the  following  was  accomplished: 

Two  application  system  releases  were  implemented  for  the  Labor  Relations 
Automation  Program  (LRAP).   The  releases  standardized  and  organized  data  field 
entries  to  improve  database  access  time,  and  implemented  the  HUD  Maintenance 
Table  for  Department  of  Labor  entries. 

The  Minority  Business  Enterprise  System  (MBE)  was  enhanced  to  include  an 
application  security  module,  and  generated  lEF  batch  upload  procedures  for  one 
program  area. 

An  electronic  communications  link  between  HUD  and  the  Department  of  Justice 
was  created,  allowing  the  Office  of  Litigation  to  access  a  remote  mail  server. 

Completed  a  3-year  database  in  the  Automated  Performance  Evaluation  Review 
System  (APERS).   The  system  produces  analytical  information  about  Field  Office 
reviews.   APERS  standardizes  Headquarters  and  Regional  procedures  for 
recording,  tracking  and  analyzing  the  results  of  performance  reviews. 

An  interface  was  completed  between  the  Investigative  Case  Management  System 
(ICMS)  and  the  OIG  Name  Indices  System  (ONIS).   An  ICMS  user  can  now  query 
ONIS  for  individual  and  company  names  involved  in  a  case  where  findings  and 
actions  are  recorded.   Additional  modifications  to  ICMS  included  restructuring 
the  database,  enhancing  to  the  data  entry  screens  and  update  processing. 

The  OIG's  Automated  Audits  Management  System  (AAMS)  was  replaced  by  the  new 
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D«partoental  Automated  Audita  Management  System  (DAAMS).   The  system  was  re- 
engineered  using  the  Logic  Information  Network  Compiler  (LINC). 

Initial  development  began  on  the  Office  of  Program  Enforcement  Tracking  System 
(OPETS)  and  re-engineering  of  the  Affirmative  Action  Litigation  Tracking 
System  (ALTS)  as  an  integrated  system  for  program  enforcanent. 

In  1993,  the  following  will  be  accomplished: 

^^ 
The  LRAP  will  be  expanded  to  include  Agency  Conpliance  Monitoring,  Labor 
Standards  Verification/Notification,  Labor  Standards  Compliance  and 
Enforcement,  and  Wage  Restitution  and  Project  Analysis. 

Development  will  continue  on  ALTS.   Testing,  training  and  implementation  for 
the  first  phase  of  OPETS  is  planned  for  the  end  of  the  fiscal  year. 

A  central  repository  of  data  elements  from  which  adhoc  reports  can  be 

generated  will  be  con^leted.   l^e  repository  will  store  key  business  functiona 
and  practices,  including  Hinority  Business  Reporting,  Field  Data  Reporting, 
and  Labor  Relations  Laws. 

The  Departmental  AAMS  Phase  III  which  includes  program  area  enhancement  and  an 
electronic  interface  between  Headquarters  and  the  DIG  National  Review  Center 
will  be  con^leted. 

AFBRS  will  be  modified  with  major  field  performance  measure  enhancements. 

OIG's  Quality  Control  Review  System  (OCRS)  will  be  completed  and  integrated 
with  OIG's  Independent  Auditor  System  (IAS). 

The  coordinated  retrieval  from  OIG's  ICHS  and  the  (MJIS  to  produce  on-line, 
interactive  adhoc  queries  will  be  coii5>leted  and  in^ilemented  at  Headquarters. 

During  1994,  the  following  activities  will  be  accon?)lished! 

—  The  Minority  Business  Enterprise  system  will  continue  to  expand  to  include 
reports  for  all  program  areas  at  the  Regional  and  Field  Office  level. 

A  Document  Imaging  System  will  be  implemented  for  the  GIG.   It  will  be  a  LAN- 
accessible  document  storage  and  retrieval  system  using  a  Graphical  User 
Interface  (GUI).   The  new  system  will  provide  improvements  to  the  OIG's 
document  management  systems  and  procedures  in  the  Central  Records  Unit. 

Electronic  communications  between  HUD  and  the  Department  of  Labor  will  be 
incorporated  into  the  LRAF  to  aid  in  the  monitoring  of  housing 
contractor/labor  union  rates. 

—  Development  will  continue  for  OPETS. 

The  Multifamily  Foreclosure  Phase  will  be  cos^leted  and  work  will  start  on  the 
Defense  Litigation  Phase. 

k.    Administration 

The  Department  operates  and  maintains  32  mainframe  systems  and  several 
microcoaputer  systems  in  support  of  the  Department's  centralized  administrative  functions,  which 
include  budget,  finance  and  accounting,  administrative  services,  information  resources 
management,  procurement,  personnel,  training,  and  productivity  and  management  analysis. 

In  1992,  the  following  was  accomplished! 

Phase  II  development  and  testing  of  the  Subsidized  Housing  Accounting  System 
(SHAS)  was  completed  successfully.  Work  on  the  system  will  continue  with 
implementation  scheduled  for  early  fiscal  year  1993. 

Development  of  a  comprehensive  Departmental  Accounts  Receivable  Tracking  and 
Collections  System  (DARTS)  was  completed.   This  on-line  system  was  iofjlemented 
nationwide  in  the  HUD  Regional  and  Field  offices. 
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DEPAKTMENT  OP  HOUSING  AND  URBAN  DEVELOPMENT         "'   '"' 
OFFICE  OF  INSPECTOR  GENERA! 
Salaries  and  Expenses 

The  following  material  diecusses  the  functions,  workloads,  and  proposed  staffing  levels  for 
the  Office  of  Inspector  General  (GIG)  for  1994. 

APPROPRIATION  HIGHLIGHTS 

The  following  table  summarizes  the  funding  sources  and  personnel  included  in  this  request: 

BUDGET     CURRENT  INCREASE  + 

ACTUAL   ESTIMATE    ESTIMATE    ESTIMATE    DECREASE  - 

1992     1993       1993       1994  1994  vs  1993 
(Dollars  in  Thousands) 

FROM  APPROPRIATIONS  BILL; 

Budget  Authority $35,020  $37,B12  $36,012  $36,149  +$137 

Transfer  from  FHA  Fund 9.645  10.14B  10,14B  10.190  *42 

Subtotal 44,665  47,960  46,160  46,339  +$179 

Other  Transfers: 

Consolidated  Fee  Account 509  509  509  509  ••• 

Subtotal 45,174   48,46»-„_^  46,669     46,848       +179 

Unobligated  Balance  Lapsing -B61   ^__i.Li        •  •  •  ~  —   »••      ^_tii 

Total  Obligations 44,313   48,469     46,669     46,"B4»-~- — __+r79 


Outlays  (Net) 34,159   36,383     34,583     36,383 

Full-time  Permanent  Appointments, 

End  of  Year 553      583       546        537        -9 

Full-Time  Equivalent  Employment....  558      572        550        541        -9 

NOTE:  Full-time  permanent  appointments  (FTPs)  are  estimates  based  on  a  calculation  of 
the  permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  funding  request  for  1994  is  $46,848  thousand,  a  $179  thousand  increase  over  the  1993 
current  estimate.  The  1994  funding  net  increase  includes  an  increase  for  inflation  and  decreases 
for  various  administrative  costs  in  accordance  with  the  Executive  Order  12B37  dated  February  10, 
1993.   The  1994  funding  change  from  1993  consists  of  a  decrease  of  $657  thousand  for  personal 
services  and  an  increase  of  $836  thousand  for  support  costs. 

A  staffing  level  of  541  FTEs  is  proposed,  which  is  a  decrease  of  9  FTEs,  from  the  1993 
level.   This  is  discussed  in  greater  detail  later  in  the  justification. 

FUNDING 

The  following  table  summarizes  this  request  by  object  class. 
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Personal  Services 

Travel  and  Transportation 

of  Persons 

Transportation  of  Things.. 
Rent,  Coramunications  and 

Utilities 

Printing  and  Reproduction. 

Other  Services 

(ADP  Services) 

(Selected  Contracts).... 

Supplies  and  Materials.... 

Furniture  and  Equipment... 

Insurance  and  Indemnities. 

Total  Obligations 


BUDGET 

CURRENT 

ACTOAl 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1992 

1993 

1993 

1994 

$30,093   $33,354 


INCREASE  + 
DECREASE  - 
1994  V6  1993 
(Dollars  in  Thousands) 

$32,257     $31,600        -$657 


3,248 

2,887 

2,966 

3,184 

+218 

30 

65 

50 

50 

... 

3,454 

3,934 

4,106 

4,199 

+93 

56 

104 

75 

74 

-1 

6,349 

7,491 

6,668 

7,163 

+495 

(1,988) 

(3,045) 

(3,045) 

(2,836) 

(-209) 

(3,402) 

(3,593) 

(3,076) 

(3,503) 

(+427) 

314 

300 

261 

291 

+  30 

756 

332 

284 

284 

.  .  • 

13 

2 

2 

2 

_l.L^ 

44,313 


48,469 


46,669 


46,848 


+  179 


1.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  1993  BUDGET 

The  actual  1992  obligations  of  $44,313  thousand  were  $861  thousand  less  than  the 
previous  estimate  of  $45,174  thousand.   The  deviation  is  primarily  due  to  the  lateness  of 
receiving  our  funding,  our  inability  to  recruit  and  hire,  and  the  large  number  of  requests  for 
background  investigations  of  sensitive  ADP  positions  anticipated  but  not  received. 

2.  CHANGES  TO  1993  BUDGET  ESTIMATES 

Public  Law  102-389  dated  October  6,  1992,  amended  the  Office  of  Inspector  General's 
appropriation  by  $1,800  thousand  below  the  budget  estimate.  The  Office  of  Inspector  General 
received  $46,160  thousand  to  carry  out  the  provisions  of  the  Inspector  General  Act  of  1978,  as 
amended  plus  $509  from  the  Consolidated  Fee  Account  for  a  total  of  $46,669  thousand. 

3.  ANALYSIS  OF  INCREASES  AND  DECREASES 

1993  1994 

(Dollars  in  Thousands) 


Prior  year  obligations $44,313 

Changes  to  staffing  level +922 

Fiscal  year  1993  pay  raise +691 

Revised  estimates  for  personal  services +551 

Change  to  travel  costs -282 

Change  to  rent,  communications  and  utilities +652 

Change  to  training  costs +9 

Change  to  audit  and  general  support  services  costs -407 

Change  to  security  investigations  costs +81 

Change  to  ADP  Maintenance  and  services  costs +1,057 

Change  to  supplies  costs -53 

Change  to  furniture  and  equipment  procurement  costs....  -472 

Other  changes  in  all  other  support  costs -393 

Total  obligations 46,669 


$46,669 

-1,336 

+231 

+448 

+218 

+93 

+8 

+168 

+260 

-209 

+30 

+  268 
46,848 


There  is  a  net  increase  of  $2,164  thousand  in  1993  and  a  net  decrease  of  $657  thousand 
in  1994  for  personal  services  costs.   These  changes  reflect  the  following: 

a  decrease  in  1994  of  $1,336  thousand  is  the  result  of  a  decrease  in  Headquarters 
of  10  FTE,  and  an  increase  of  1  FTE  in  the  field; 

the  pay  raise,  which  became  effective  in  January  1993,  is  estimated  to  require 
$691  thousand  in  1993  and  an  additional  $231  thousand  in  1994; 

the  increase  of  $551  thousand  in  1993  and  $448  thousand  in  1994  reflects  the 
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repricing  of  personal  services  based  on  more  recent  staff  cost  and  requirements 
information. 

Support  costs  are  projected  to  increase  by  $192  thousand  during  1993,  and  by 
$836  thousand  in  1994.   The  additional  costs  result  primarily  from  the  following: 

decrease  of  $282  thousand  in  1993  and  an  increase  of  $39  thousand  for  1994, 
respectively,  for  travel.   The  net  change  for  1994  reflects  a  decrease  required  by 
Executive  Order  12837  dated  February  10,  1993,  and  an  increase  for  anticipated 
workload,  travel  rates,  and  training  travel; 

increases  of  $652  thousand  in  1993  and  $93  thousand  in  1994  for  rent  and 
communications  costs.   This  reflects  the  large  increase  in  rent  in  1993  plus, 
anticipated  rate  changes  in  1994; 

an  increase  of  $9  thousand  in  1993  and  an  increase  of  S8  thousand  in  1994  reflects 
additional  training  needs  for  current  staff,  to  meet  Government  auditing  standards, 
as  prescribed  by  GAG; 

a  decrease  in  audit  and  general  support  services  costs  of  $407  thousand  in  1993  and 
an  increase  of  $168  thousand  in  1994  result  from  an  expanded  responsibility  for 
annual  audits  of  HDD's  revolving  funds  and  their  consolidation  with  the 
Department's  other  audits  into  a  single  Departmental  report  as  required  by  the 
Chief  Financial  Officer's  Act; 

—  an  increase  of  $81  thousand  in  1993  for  security  investigations  due  to  the  large 
volxime  of  sensitive  ADP  position  requests,  along  with  incoming  Schedule  C's,  and 
non-career  SES's  who  require  background  investigations.   The  increase  of 

$260  thousand  in  1994  will  cover  the  large  number  of  personnel  working  on  CFS/ 
TRACS,  who  will  require  background  investigations  in  accordance  with  P.L.  100-235, 
Computer  Systems  Act  of  1987; 

—  an  increase  of  $1,057  thousand  in  1993  is  due  to  the  necessity  for  GIG  to  fully 
fund  its  requirements  for  Office  Automation.   This  covers  updates  to  the  LAN,  as 
well  as  the  OIG's  hardware  and  software  requirements.   The  decrease  of 

$209  thousand  in  1994  is  estimated  for  ADP  services,  which  are  paid  to  the  Working 
Capital  Fund; 

a  decrease  of  $53  thousand  in  1993  and  an  increase  of  $30  thousand  in  1994  for 
supply  costs.   This  reflects  costs  associated  with  the  purchase  of  all  supplies  and 
materials  needed  by  the  GIG; 

a  decrease  of  $472  thousand  in  1993  for  furniture  and  equipment  reflects  the 
decreased  need  of  furniture  due  to  our  purchases  in  1991  and  1992.   There  is  no 
increase  in  1994  for  furniture  and  equipment;  and 

a  decrease  of  $393  thousand  in  1993  and  an  increase  of  S268  thousand  in  1994  for 
all  other  support  costs,  such  as  printing,  transportation  of  things  and  equipment 
maintenance. 

4.   CONTRACTS 

This  table  identifies  the  funding  level  for  selected  contracts  and  is  followed  by  a 
brief  discussion  of  GIG  contract  requirements. 


Audit  Services 

Background  Investigation. 
General  Support  Services. 
Total 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

(Dollars  in 

Thousands ) 

$2,992 

$2,930 

$2,500 

$2,592 

+  $92 

367 

486 

448 

708 

+  260 

43 

177 

128 

203 

+  75 

3,402 


3,593 


3,076 


3,503 


+427 
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Audit  Services  consist  of  contracts  and  interagency  agreements: 

with  the  Defense  Contract  Audit  Agency  (DCAA)  and  the  Department  of  Health  and 
Human  Services  (HHS),  who  have  audit  responsibility  for  certain  organizations  and 
universities  with  whom  HUD  has  business; 

with  commercial  firms  to  provide  specialized  skills  and  services ,  such  as 
appraisers,  inspectors,  tax  and  automated  data  processing  specialists,  etc. ,  in 
support  of  OIG  activities;  and 

with  Certified  Public  Accounting  firms  for  statutory  audits  of  the  financial 
statements  of  various  HUD  programs  under  the  new  Chief  Financial  Officer's  Act. 

Background  Investigations  are  provided  by  the  Office  of  Personnel  Management  (0PM)  of 
HUD  and  OIG  staff  of  potential  employees  in  selected  sensitive  and  critical  positions.   The 
required  investigations  are  determined  by  0PM  guidelines  and  could  be  one  of  the  following: 
Special  Background  Investigation,  Background  Investigation,  Limited  Background  Investigation, 
Minimum  Background  Investigation,  Periodic  Reinvestigations  or  National  Agency  Check  and 
Inquiries.   Currently  an  average  of  600  investigations  are  processed  per  year  at  a  cost  of  up  to 
S3, 025  each.   Additionally,  OIG  funds  the  cost  of  background  investigations  required  by  P.L.  100- 
235,  Computer  Systems  Act  of  1987  for  HUD.   At  the  beginning  of  the  fiscal  year  OPM  increased  the 
overall  cost  of  the  investigations  they  offer  on  an  average  of  10  to  15  percent.   The  proposed 
funding  levels  incorporate  these  anticipated  increases. 

General  Support  Services  are  used  to  fund  Interagency  Agreements  with  the  Department  of 
Justice  for  access  to  the  National  Crime  Information  Center,  with  the  Department  of  Treasury  to 
assist  in  the  training  of  OIG  personnel  through  the  establishment  of  an  Auditor  Training 
Institute,  and  with  private  companies  for  services  to  obtain  data  and  records  related  to  HUD 
audit  and  investigative  activities. 

EXPLANATION  OF  OBLIGATIONS  BY  OBJECT  CLASS 

A  description  of  the  various  object  classifications  that  are  used  by  the  Office  of 
Inspector  General  is  provided  on  the  following  pages. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VE  1993 

Personal  Services $30,093 


(Dollars  in  Thousands) 
$33,354      $32,257     $31,600 


-$657 


The  funding  request  for  personal  services  in  1994  is  $31,600  thousand,  a  decrease  of 
$657  thousand  from  the  1993  estimate  of  $32,257  thousand.   The  requested  funding  for  1994 
includes  projected  promotions  and  within-grade  increases  and  reflects  a  decrease  of  9  FTEs  below 
the  1993  staffing  level .   The  proposed  funding  level  also  includes  an  allowance  for  Authorized 
Uncontrollable  Overtime  expenses  for  investigative  personnel  which  approximates  S300  thousand. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Travel. 


$3,248 


(Dollars  in  Thousands) 


$2,887 


$2,966 


$3,184 


+  $218 


Office  of  Inspector  General  staff  travel  extensively  to  carry  out  their  audit  and 
investigative  responsibilities.   Audit  staff  travel  to  the  offices  of  the  program  participants 
and  contractors  to  perform  project  audits,  contract  audits,  evaluations  of  pricing  proposals,  and 
financial  audits.   Investigation  also  requires  extensive  travel  to  interview  witnesses  and 
subjects  of  the  investigations,  and  to  examine  records.   In  order  to  maximize  travel  dollars  and 
reduce  travel  time,  OIG  staff  are  located  at  all  10  Regional  Offices  and  at  33  Field  Offices. 

The  1994  request  is  for  $3,184  thousand,  an  increase  of  $218  thousand  above  the  1993 
current  estimate  of  $2,966  thousand.   The  1994  Budget  request  consists  of  $231  thousand  for 
training  and  conference  travel;  and  $2,690  thousand  for  program  execution  travel.   The  remaining 
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$263  thousand  t«  for  mlacellaneous  travel  related  to  audit  and  Investigative  activities. 


BUDGET 

CURRENT 

INCREASE  * 

ACTUAL 

8STIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

U92 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Transportation  of  Things....     S30        $65         $50        $50 

This  classification  of  expense  includes  the  cost  of  reijnbursement  to  the  Office  of  Inspector 
General  personnel  vrho  are  authorized  the  movement  of  household  effects  or  house  trailers  when 
these  personnel  are  transferred  from  one  permanent  duty  station  to  another. 

INCREASE  + 
DECREASE  - 
199)4  TS  1993 
(Dollars  in  Thousands) 
Rentf  Communications  and 
Utilities $3,454      $3,934      $4,106      $4,199       +$93 

These  funds  provide  for  all  rental  costs,  both  space  and  equipment,  as  well  as 
communication  services  and  utilities.   The  1994  request  is  for  $4,199  thousand,  an  increase  of 
$93  thousand  above  the  1993  estimate  of  $4,106  thousand.   The  three  largest  items  are  space 
rental  ($3,437  thousand),  local  and  long  distance  telephone  service  ($170  thousand)  and  postal 
services  ($293  thousand). 


BUDGET 

CURRENT 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

1992 

1993 

1993 

1994 

BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VB  1993 

(Dollars  in  Thousands) 
Printing  and  Reproduction..       $56       $104        $75       $74  -$1 

These  funds  are  for  the  cost  of  printing  and  reproduction  services,  and  related  composition 
and  binding  operations  performed  by  or  through  the  Government  Printing  Office  (GPO).   The  1994 
request  is  for  $74  thousand,  a  decrease  of  $1  thousand  from  the  1993  estimate  of  $75  thousand. 
The  decrease  in  general  printing  cost  reflects  that  costs  have  not  increased  as  anticipated.   It 
also  reflects  the  decrease  required  in  Executive  Order  12837  dated  February  10,  1993.   The 
Inspector  General's  Semiannual  Report  to  Congress  is  also  included  in  this  funding. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Other  Services $6,349      $7,491       $6,668      $7,164       +$496 

A  multitude  of  activities  are  funded  under  this  object  of  expense.   The  more  significant 
activities  supported  by  these  funds  include  pre-  and  post-employment  personnel  security 
investigations, and  ADP  security  investigations  for  HUD  and  OIG  ($708  thousand);  professional 
training  and  development  of  OIG  staff  personnel  ($300  thousand);  audit  services 
($2,592  thousand);  general  support  activities  ($203  thousand);  reimbursements  to  the  Department 
for  administrative  support  services  ($332  thousand);  and  ADP  mointenance  and  services 
($2,836  thousand).   Generally,  security  suitability  investigations  are  conducted  on  appointees  to 
the  competitive  service  Governmentwide ,  either  pre-  or  post-appointment,  including  experts, 
consultants,  committee  members,  ond  contractors.   Depending  on  position  sensitivity,  0PM 
conducts  agency-requested  investigations.   Many  ongoing  investigations  include  incumbents  of 
Critical-Sensitive  positions  (Periodic  Reinvestigations)  and  ADP  positions  (Boc)cground 
Investigations,  Limited  Baclcground  Investigations,  Minimum  Background  Investigations,  and 
National  Agency  Chec)c  and  Credit).   The  cost  of  investigations  conducted  by  0PM  range  from  $9 
(Credit  seorch)  to  $3,025  (35-day  Special  Bac)cground  Investigation).   Agencies  are  billed  for 
these  reimbursable  investigations  within  10  days  of  OPM's  scheduling. 

Audit  services  include  the  cost  of  audits  performed  for  HUD  by  commercial  firms  or  states, 
or  on  a  reimbursable  basis  by  other  Federal  agencies — such  as  the  Department  of  Health  and  Human 
Services  (HHS)  and  the  Defense  Contract  Audit  Agency  (DCAA) — in  instances  where  it  is  more 

K-S 


570 


Office  of  Inspector  General 

economical  and  efficient  for  it  to  be  done  this  way.   Audits  performed  by  HHS  and  DCAA  are  of 
organizations  and  universities  with  which  HUD  has  business  relationships,  but  for  which  HHS  and 
DCAA  have  Governmentwide  responsibilities.   Funds  also  provide  for  contractor  assistance  for 
specialized  skills  and  services,  such  as  appraisers,  inspectors,  tax  and  automated  da*  ' 
processing  specialists,  etc.,  in  support  of  various  OIG  activities.   In  addition,  thei   'unds 
enable  OIG  to  contract  with  Certified  Public  Accounting  firms  as  needed  to  assist  in  co.   cting 
necessary  audits.   Funds  are  included  for  the  audit  of  financial  statements  of  various  HU. 
programs  as  required  by  the  Chief  Financial  Officer's  Act. 

These  funds  are  also  used  for  the  purchase  of  goods  and  services  where  source  identity  or 
investigative  techniques  require  confidentiality  and  normal  procurement  procedures  might  expose 
that  confidentiality,  such  as  during  an  undercover  investigation.   In  addition,  the  OIG  has  an 
interagency  agreement  with  the  Department  of  Justice  for  access  to  the  National  Crime  Information 
Center  (NCIC)  for  data  related  to  HUD  investigative  activities. 

Funds  are  also  allocated  to  support  automated  data  processing  (ADP)  services  which  are 
provided  on  a  reimbursable  basis  through  the  Department's  Working  Capital  Fund.   The  costs  for 
ADP  services  rose  sharply  in  1993  due  to  the  necessity  for  the  OIG  to  fully  fund  its  Office 
Automation  requirements.   The  1994  estimate  reflects  a  decrease  in  anticipated  computer  support 
services  and  Office  Automation  required  by  the  OIG. 

Other  funds  in  this  object  class  include  amounts  for  the  professional  training  of  OIG 
personnel,  furniture  and  equipment  maintenance,  visual  arts  services,  the  OIG's  share  of  the  HUD 
building  operations  costs,  and  other  miscellaneous  contractual  requirements. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Supplies  and  Materials $314       $300        $261        $291       +$30 

Funds  budgeted  under  this  category  of  expense  cover  costs  associated  with  the  purchase  of 
office  supplies;  training  supplies;  computer  and  associated  supplies;  subscriptions  to 
professional  magazines,  publications  and  research  materials  and,  other  items  that  are  consumed  or 
expended  generally  within  1  year  after  purchase. 

The  1994  request  of  $291  thousand  is  a  net  increase  of  $30  thousand  over  the  1993  estimate 
of  S261  thousand.   The  requested  funding  level  includes;  ADP  supplies  ($80  thousand);  office 
supplies  ($124  thousand);  other  supplies  ($73  thousand);  training  supplies  ($2  thousand); 
subscriptions  ($10  thousand);  and  building  supplies  ($2  thousand). 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAl 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Furniture  and  Equipment $756       $332        $284       $284         ... 

The  1994  request  of  $284  thousand  reflects  no  increase  over  the  1993  current  estimate.   The 
requested  funding  includes  $50  thousand  for  consensual  monitoring  equipment  to  assist  with 
investigations.   Also  included  in  this  object  class  are  modular  furniture,  standard  furniture  and 
fixtures,  ADP  equipment,  and  general  office  equipment.   Furthermore,  the  OIG  will  continue  to 
replace  worn  and  obsolete  copiers. 
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BUDGET 

CURRENT 

INCREASE  * 

ACTUAt 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

Inturanee  and  Indemnities. 


»13 


(Dollars  in  Thousands) 
$2  $2         $2 


This  category  provides  for  payments  made  for  or  related  to  the  repair  or  replacement  of 
property  (including  loss  by  theft)  or  for  personal  injury  deemed  by  law  or  regulation  to  be  the 
responsibility  of  the  OIG.   This  would  normally  include  loss  or  damage  of  personal  property  Iseing 
used  for  the  benefit  of  the  Govemnent. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Office  of  Inspector  General  is  the  Department's  focal  point  for  independent  review 
of  the  integrity  of  Departmental  operations  and,  therefore,  is  the  central  authority  concerned 
with  the  quality,  coverage,  and  coordination  of  the  audit,  investigation,  and  personnel  security 
services  of  the  Department.   In  directing  these  review  activities,  the  Inspector  General 
eiq>hasizes  both  the  detection  and  prevention  aspects  of  these  services  as  a  tool  of  management 
within  a  comprehensive  Departmental  effort  to  attain  improved  management  effectiveness.   The 
Office  of  Inspector  General  has  authority  to  inquire  into  all  program  and  administrative 
activities  of  the  Department  and  the  related  activities  of  all  parties  performing  under 
contracts,  grants,  or  other  agreements  with  the  Department.   These  inquiries  may  be  in  the  nature 
of  audits,  investigations,  or  such  other  reviews  as  may  be  appropriate  in  the  circumstances. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS 

The  Office  of  Inspector  General  staffing  level  for  1994  is  541  FTEs,  9  FTEs  less  than 
1993.   These  requested  staff  resources  relate  directly  to  the  OIG's  ability  to  fulfill  its 
legislated  mission  and  to  continue  and  expand  its  most  recent  program  initiatives  concerning  the 
early  detection  and  correction  of  significant  problems  with  major  Departmental  program  areas. 
The  following  is  a  summary  of  the  OIG  staffing  request: 


FULI.-TIME    PERMANENT   APPOINTMENTS 


Headquarters 

Field 

Total  Full-Time  Permanent 
Appointments 


ACTUAL 

1992 

131 

422 


&S6 


ESTIMATE 

1993 

130 

453 


583 


CURRENT 
ESTIMATE 


1993 


127 

419 


546 


1994 
117 
420 


537 


INCREASE  + 

DECREASE  - 

1994  vs  1993 

-10 

+  1 


FULL-TIME    EQUIVAIPfT   EMPLOYMENT 


Headquarters 

Field 

Total  Pull-Tima  Equivalent 
Bnpioyment 


ACTUAL 

1992 

125 

433 

558 


BUDGET 

ESTIMATE 

1993 

129 

443 

572 


CURRENT 

ESTIMATE 

1993 

127 

423 

SSO 


ESTIMATE 

1994 

117 

424 

541 


INCREASE  + 

DECREASE  - 

1994  vs  1993 

-10 

♦  1 

-  9 
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FTE  BY  EMPLOYMENT  CATEGORY 


Full-Time  Permanent  Personnel 

Temporary  and  Part-Time  Employees 

Overtime 

Total  Pull-Time  Equivalent  Employment. 


ACTUAL 

ESTIMATE 

1992 

1993 

556 

546 

2 

3 

558 

1 
550 

19 

537.  ' 

3.5 

0.5 

541.0 


A  description  of  the  last  two  categories  of  employment  is  included  under  the  discussion 
for  the  Department's  appropriation  "Salaries  and  Expenses,  HUD".   The  changes  reflect 
fluctuations  occurring  from  year  to  year  in  the  utilization  of  part-time,  temporary  and 
intermittent  employment  programs,  which  include  employment  of  handicapped,  Vietnam  veterans,  and 
summer  college  students. 


4.   SUMMARY  OF  STAFFING  REQUIREMENTS  BY  GRADE  LEVEL 


1992 


1993 


1994 


GRADE 


HQ   Field  Total    HQ   Field  Total     HQ   Field  Total 


Executive  Level  IV 1 

ES-6 1 

ES-5 1 

ES-4 4 

ES-3 

ES-2 1 

GS/GM-15 17 

GS/GM-14 31 

GS-13  and  below 75 

Total  Full-Time  Permanent 

Appointments 131 


1 

1 

1 

1 

1 

1 

1 

2 

2 

4 

3 

3 

1 

1 

1 

, , 

. .  . 

20 

37 

17 

20 

37 

16 

17 

33 

32 

63 

31 

32 

63 

30 

32 

62 

370 

445 

71 

367 

438 

63 

371 

434 

422    553   127 


419 


546 


117 


420 


537 


Full-Time  Equivalent  Employ^ient. . . .  133    425    558   127     423    550    117    424     541 

5.   WORKLOAD 

The  principal  workload  of  the  Office  of  Inspector  General  consists  of  audits, 
investigations  and  program  integrity  activities.   The  Inspector  General  Act  of  1978  requires  the 
Inspector  General  to  conduct,  supervise,  coordinate,  and  provide  policy  direction  for  audits  and 
investigations  relating  to  Departmental  programs  and  operations;  and  to  promote  economy  and 
efficiency  in  the  administration  of,  or  prevent  and  detect  fraud  and  abuse  in,  HUD  programs  and 
operations. 

In  addition,  through  the  President's  Council  on  Integrity  and  Efficiency,  the  OIG 
participates  with  other  Offices  of  Inspector  General  in  Governmentwide  reviews  to  combat  fraud, 
waste  and  mismanagement. 


WORKLOAD  INDICATOR 


1992 


1993 


1994 


Internal  Audit  and  Survey  Reports 56 

External  Audit  Reports 140 

Audit  Related  Memorandum  Reports 49 

Monitoring  Independent  Accountants  a/b/ 18 

Assistance  to  U.S.  Attorneys  and  Special  Assignments  a/.  26 

Investigations  -  Case  Openings 940 

Protective  Security 67 

Personnel  Security  Investigations 1,251 

Hotline  Calls  Received 1,020 

Income  Matching  ( Computer )  c/ 7        ... 

a/   Figures  shown  are  FTE  devoted  to  these  activities. 

b/   It  is  estimated  that  5,600  lA  reports  will  be  processed  each  year. 

c/   Function  was  transferred  to  Public  and  Indian  Housing  in  fiscal  year  1993. 


65 

65 

137 

140 

50 

50 

18 

18 

26 

30 

1 

083 

1,138 

50 

50 

1 

314 

1,380 

3 

000 

4,000 
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EXPLANATION  OF  STAFFING  REQUIRBMBHTS 

The  following  table  indicates  the  distribution  of  PTB  for  the  organizations  within  the 
Office  of  Inspector  General  and  are  followed  by  a  discussion  of  the  functions  and  staffing 
requirements  for  each  of  those  organizations. 

FULL-TIME  EOUIVArBW'  BMPTOYWENT 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE     DECREASE  - 
199?       1993        1993        1994      1994  vs  1993 
Insnediate  Office  of  the 

Inspector  General 8  9  9  9  ... 

Office  of  Audit! 

Headeiuarters 41  43  44  40  -4 

Field 324  333  320  320  j_ls. 

Total 365  376  364  360  -4 

Office  of  Investigation: 

Headquarters 23  25  24  23          -1 

Field 109  110  103  104           ♦! 

Total 132  135  127  127 

Office  of  Management 

and  Policy 53         52  50       45_        _zS, 

Total  FTE  Employment 558        572  550        541  -9 

Recapitulation! 

Headquarters 125  129  127  117  -10 

Field 433  443  423  424  _+l 

Total 558  572  550  541  -9 

The  early  detection  and  correction  of  major  problem  areas  is  time  consuming  and  staff 
intensive;  however,  we  believe  it  to  be  cost  effective  in  the  long  run.   We  propose  increasing 
our  audit  en^hasis  on  early  detection,  correction  and  avoidance  thereby  reducing  the  Department's 
exposure  to  abuse.   The  Office  of  Investigation  has  found  that  the  coiq)lexities  of  their 
investigations  are  increasing  as  we  expand  our  coverage  nationwide,  and  enter  into  joint  efforts 
with  other  Federal  agencies. 

The  OIG  proposes  a  1994  staffing  of  541  FTEs,  a  decrease  of  9  FTBs  from  the  1993  current 
estimate.   This  decrease  is  in  accordance  with  Executive  Order  12837  dated  February  10,  1993. 

1.   IMMEDIATE  OFFICE  OF  THE  IHSPECTOR  GENERAL 

BUDGET      CiniRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE    ESTIMATE     DECREASE  - 
1992        1993        1993       1994      1994  vs  1993 

Full-Time  Permanent  Appointments 

End  of  year 8        9  9  9 

Full-rime  Equivalent  En?>loyment B        9  9  9  ... 

The  Inspector  General  reports  directly  to  the  Secretary  and  has  authority  to  inquire 
into  all  program  and  administrative  activities  of  the  Department.   The  inquiries — which  are 
accomplished  through  a  conprehensive  plan  of  selected  audits,  investigations,  surveys,  reviews, 
and  security  services — are  designed  to  provide  constructive  advice  for  Department  management,  to 
prooote  economy  and  efficiency  in  the  administration  of  KUD  programs,  and  to  prevent  and  detect 
fraud  and  abuse  in  HDD  programs  and  operations. 

This  staffing  level  is  necessary  to  effectively  maintain  Congressional,  President's 
Council  on  Integrity  and  Efficiency,  and  media  relations,  and  the  increasing  day-to-day 
administration  and  correspondence  activities. 
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2.   OFFICE  OF  AUDIT 

a.      Eroplovinent  and  Responsibilities 


BUDGET 

CURRENT 

-REASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

L.      -EASE  - 

1992 

1993 

1993 

1994 

199.   •-  1993 

40 

43 

44 

40 

321 
361 

339 
382 

317 
361 

318 
357 

41 

43 

44 

40 

324 
365 

333 
376 

329 
364 

320 
360 

Full-Time  Permanent  Appointments, 
End  of  Year: 

Headquarters 

Field 

Total 

Full-Time  Equivalent  Employment: 

Headquarters 

Field 

Total 

The  Office  of  Audit  is  responsible  for  planning,  providing  and  following-up  on  audit 
coverage  for  all  Departmental  activities.   In  the  spring  of  1989,  the  Department  of  Housing  and 
Urban  Development  {HUD)  was  rocked  by  reports  of  widespread  fraud,  waste,  abuse  and  mismanagement 
in  its  programs.   Most  of  these  problems,  which  were  collectively  labled  the  "HUD  scandals,"  were 
identified  through  prior  audit  work  by  our  office.   Over  the  past  4  years,  major  ethical, 
programmatic,  management,  and  systems  reforms  have  been  initiated  to  address  HUD's  significant 
syEtemic  and  programmatic  problems. 

Many  of  HUD's  reform  efforts  were  legislated  in  the  HUD  Reform  Act  of  1989.   In 
addition,  major  new  program  legislation  was  enacted  by  the  National  Affordable  Housing  Act  of 
1990  and  the  Housing  and  Community  Development  Act  of  1992.   These  Acts  provide  several  different 
approaches  to  achieving  HUD  program  goals  in  today's  social  and  economic  environment.   Review  of 
the  effectiveness  of  HUD  management  reform  efforts  and  new  program  implementation  will  be  a  major 
emphasis  for  our  Office  of  Audit  as  we  continue  to  strive  to  provide  HUD  program  management,  the 
Secretary,  ONB,  the  Congress  and  the  public  with  independent  assessments  of  the  most  significant 
issues  and  risks  confronting  HUD. 

In  this  era  of  strict  budget  limitations,  HUD  faces  the  challenge  of  improving  its 
management  controls  and  program  ef fectivehess  with  little  or  no  increase  in  resources.   To 
accomplish  this,  HUD  will  need  to  enhance  its  institutional  capacity  to  better  manage  its  on- 
going program  risks.   Alternative  means  of  program  delivery,  monitoring  and  enforcement  must  be 
identified  and  effectively  employed.   The  use  of  risk-based  management  and  accountability 
monitoring  techniques  was  recently  mandated  by  top  HUD  management  as  a  means  to  better  target 
HUD's  limited  resources  to  those  program  areas  and  recipients  representing  the  greatest  risks  to 
HUD.   The  use  of  newly  authorized  civil  monetary  penalty  remedies  and  the  effectiveness  of  HUD's 
use  of  risk-based  management  techniques  will  be  crosscutting  issues  addressed  in  all  our  audits 
of  major  HUD  program  areas. 

We  will  continue  to  use  risk-based  targeting  of  resources  and  the  pursuit  of 
available  administrative,  civil  and  criminal  sanctions  in  our  own  work.  The  major  program 
categories  of  HUD  and  our  perception  of  their  highest  risks  are  discussed  in  the  following 
sections. 

Insurance /Guaranty  Program 

HUD's  housing  mortgage  insurance  and  guarantee  programs  at  fiscal  year  1992   consist 
of:   (1)  $379  billion  of  insurance  in  force  and  $14.1  billion  of  property  and  other  assets 
related  to  programs  of  the  Federal  Housing  Administration  (FHA),  and  (2)  $422  billion  of 
mortgage-backed  securities  and  $8.3  billion  in  property  and  other  assets  related  to  programs  of 
the  Government  National  Mortgage  Association  (GNMA) .   We  view  the  highest  risks  associated  with 
these  programs  to  consist  of: 

•  poor  underwriting  leading  to  uncollectible,  fraudulent,  or  undesirable  loans 
being  insured  or  guaranteed  by  HUD;  and 
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•  inadequate  asset  management  contributing  to  excessive  holding  costs  and  losses  on 
the  disposition  of  property. 

These  risks  are  increased  by  HUD's  heavy  reliance  oni   (1)  private  mortgage  lenders  for 
originating  HUD-insured  mortgages,  and  (2)  outside  contracted  services  for  servicing  mortgages 
and  maintaining  and  disposing  of  HUD-held  properties.   There  are  over  32,000  outside  entities 
involved  in  FHA  and  GNHA  program  processes. 

Subsidy  Programs 

HUD'S  largest  appropriated  activities  are  its  assisted  housing  or  subsidy  programs, 
which  constitute  over  $17  billion  or  65  percent  of  HUD's  fiscal  year  1994  Budget  request.   Th.ase 
programs  assist  in  providing  over  4.4  million  persons  with  decent,  safe  affordable  housing.   The 
Section  8  Certificate  and  Voucher  Programs  represent  multiyear  contractual  funding  commitments, 
with  over  SlOO  billion  in  current  outstanding  commitments.   These  programs  generally  have  HUD 
makeup  the  difference  between  a  percentage  of  a  "person's  income  as  an  affordable  housing 
allowance  and  a  fair  market  rent  for  the  area  the  housing  is  situated  in.   HUD  operating 
subsidies  to  over  3,400  Public  and  Indian  Housing  Authorities  help  makeup  the  difference  between 
what  these  authorities  receive  in  lijnited  rent  receipts,  and  the  costs  of  operating  these 
projects.   We  view  the  highest  risks  associated  with  these  programs  to  consist  of: 

•  subsidy  payments  to  or  based  on  Ineligible  or  fictitious  beneficiaries; 
9     excess  subsidies  based  on  inaccurate  or  erroneous  data;  and 

•  excess  subsidies  and  diminished  living  conditions  associated  with  poor  project 
management. 

These  risks  are  also  increased  by  HUD's  reliance  on  Housing  Authorities  to  administer  many 
subsidy  program  activities  on  HUD's  behalf. 

Grant  Programs 

HUD's  1994  Budget  request  contains  nearly  $6.7  billion  for  various  grant  programs, 
including  the  Community  Development  Block  Grant  Program,  the  HOME  Program,  and  the  Homeless 
Programs.   In  addition,  there  are  several  smaller  HUD  grant  programs,  Special  Purpose  Grants 
directly  appropriated  by  Congress,  and  terminated  grant  programs  such  as  UDAG  and  HODAG,  which 
have  outstanding  grant  activities  even  though  no  new  awards  are  being  made.   We  view  the 
following  as  the  greatest  risks  associated  with  this  program: 

•  funding  of  ineligible  grant  project  activities;  and 

•  failure  to  achieve  grant  program  objectives. 

In  many  cases,  pass- through  of  funding  to  third  party  sub-recipients  increases  the  risks  of 
fraud,  waste,  and  abuse  in  these  programs. 

Regulatory  Programs 

HUD  has  several  regulatory  programs,  such  as  Fair  Housing,  Interstate  Land  Sales, 
and  Manufactured  Home  Inspections,  which  have  little  associated  funding,  but  significant 
objectives  for  protecting  the  public  and  furthering  their  rights.   The  greatest  risk  associated 
with  these  programs  is  that  poor  implementation  will  preclude  the  achievement  of  the  program's 
legislated  and  regulatory  objectives.   In  addition,  HUD  has  general  regulatory  oversight 
responsibilities  over  Fannie  Mae  and  Freddie  Mac,  which  have  a  combined  potential  risk  exposure 
to  the  Federal  government  of  over  $750  billion. 

The  responsibilities  of  the  Office  of  Audit  are  discharged  through  surveys;  internal 
and  external  audits;  contracted  audit  services;  monitoring,  reviewing  and  accepting  audits  from 
non-Federal  sources,  including  audits  conducted  in  compliance  with  0MB  Circular  A-128  (Single 
Audit  Act);  other  special  surveys  to  seek  out  indicators  of  fraud  and  program  abuse;  and  liaison 
with  the  General  Accounting  Office.   Based  upon  problems  identified  through  its  work,  the  Office 
of  Audit  recommends  actions  to  correct  the  problems,  and  follows  up  and  reports  on  the  progress 
made  by  officials  in  implementing  such  corrective  actions. 
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uitlon  to  audits  directly  performed  by  its  own  staff,  the  Office  of  Audit  is 
responsible  _-.  developing  criteria  for,  and  monitoring  the  acceptance  and  use  of,  HUD  program 
audit  work  performed  by  Federal,  State  and  local  audit  agencies  as  well  as  Independent 
Accountants  hired  by  recipients  of  HUD  financial  assistance. 

b.   Workload 

Oi^r  Semiannual  Report  to  the  Congress  continues  to  show  significant  results  lirom  our 
audit  efforts.   In  1992,  the  Office  of  Audit  issued  56  internal  audit  reports,  140  (table  below) 
external  audit  reports,  49  audit-related  memoranda,  and  5,459  Non-Federal  and  Other  Agency  audit 
reports.   The  number  of  audit  reports  issued  in  a  year  is  largely  contingent  upon  the  scope  and 
complexity  of  the  individual  audit  assignments  initiated  each  year.   Assignments  are  generally 
initiated  in  accordance  with  our  Annual  Audit  Plan,  which  is  a  flexible  management  tool  to  allow 
the  Office  of  Audit  to  adapt  to  changed  circumstance  and  unforeseen  priorities  during  the  year. 

Our  current  long-range  strategy  addresses  the  above  noted  risks,  in  recognition  that 
our  audits  over  the  past  10  years  have  identified  material  internal  control  and  financial 
management  systems  weaknesses  in  each  of  HUD's  major  established  programs.   Under  former 
Secretary  Keiiq),  HUD  management  had  acknowledged  these  weaknesses  and  were  pursuing  corrective 
actions.   Therefore,  the  focus  of  our  audit  plans  for  1992-1994  has  shifted  from  a  continued 
emphasis  on  these  problem  areas  to  a  more  proactive  management  support  role  which  will  advise 
senior  HUD  management,  OHB  and  the  Congress  on  the  adequacy  of  efforts  to  implementi 

—  major  *ne^  program*  initiatives,  such  as  the  HOPE  and  HOME  Programs,  the  use  of 
HUD'S  property  inventory  to  house  the  Homeless,  Delegated  Processing  for 
Multifamily  development,  Risk-Based  Single  Family  Insurance  Premiums,  and  the 
Nultifamily  Preservation/Prepayment  Program. 

*HUD  Reform*  measures  such  as  iii^roved  funding  decision  processes,  restrictions 
on  lobbying  activities,  financial  management  improvements,  and  the 
implementation  of  civil  monetary  penalty  remedies  to  deter  program  abuse  by  HUD 
program  participants.   In  this  last  area,  we  will  use  the  new  civil  monetary 
penalty  remedies  tg  strengthen  the  impact  of  our  plans  for  expanded  external 
audit  coverage  of  HUD  program  participants. 

corrective  actions  on  previously  identified  material  internal  control  and 
financial  management  systems  weaknesses.   In  this  regard,  we  have  specific 
plans  to  concentrate  on  the  adequacy  of  management  actions  to  strengthen  the 
(1)  Section  8  Program  budget  and  accounting  controls,  and  (2)  Single  Family 
Insurance  Program  Property  Disposition  activity; 

In  addition  to  these  audit  efforts,  we  will  continue  a  special  audit  emphasis  on  the 
high  risk  areas  of  PHA  and  Multifamily  Project  management.   We  will  continue  to  emphasize  reviews 
of  PHA  management  including  initiation  of  a  concerted  effort  to  look  at  the  adequacy  of  PHA 
administration  of  Section  8  programs.   Multifamily  Project  asset  diversions  and  the  resultant 
deterioration  of  this  source  of  low-  and  moderate-income  housing  will  also  continue  to  be  an  area 
of  audit  eophasis,  because  of  the  long-term  costly  impact  we  believe  it  holds  for  HUD. 

A  final  area  of  audit  emphasis  is  our  newly  acquired  financial  statement  audit 
responsibility  under  the  Chief  Financial  Officer's  Act  of  1990.   Beginning  in  fiscal  year  1991, 
the  Office  of  Audit  assumed  full  responsibility  for  separate  financial  statement  audits  of  FHA 
and  GNHA,  as  well  as  an  audit  of  HUD's  Consolidated  Financial  Statement.  These  audits  are 
performed  under  contract  with  public  accounting  firms  with  close  direction  and  oversight  by  the 
Office  of  Audit.   The  audit  advisory  services  provided  to  HUD  management  in  the  pursuit  of 
auditable  financial  statements  have  greatly  heightened  management's  awareness  of  its  fiduciary 
responsibilities  and  actions  necessary  to  improve  HUD's  financial  management  systems. 
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SCHEDULE  OF  ACTUAL  1992  AUDITS  AND  PROPOSED  1993  AHD  1994  AUDIT  ACTIVITY 


COMPLETED  PRODUCTS  BY  WORKLOAD  CATEGORY  1992        1993         1994 

External  Audits  and  Evaluations 

Internal  Audits  Reports 

Audit  Related  Memorandum  Reports  a/ 

Total  OIG  Audit  Reports 

Outside  Audit  Reports  Processed  b/ 5,459      5,600       5,700 


140 

137 

140 

56 

65 

65 

49 
245 

50 
252 

50 
255 

A  detailed  comparison  of  the  planned  audit  assignments  and  audit  FTE  allocations  for  3 
years  is  as  follows  c/. 


ESTIMATE 
1992 

EXTERNAL  AUDITS  AND  EVALUATIONS  NO.  ST-YRS 

Single  Family  Housing 26  12.2 

Government  National  Mortgage 

Association 4  1.5 

Multifamily  Housing 42  18.4 

Public  and  Indian  Housing...     86  52.0 
Community  Planning  and 

Development 52  17.8 

Assisted  Housing 15  10.9 

Contract  and  Misc. 

Assistance  Awards  d/ 38  2.5 

Total  External  Audits  and 

Evaluations 263  115.3 


ESTIMATE 

1993 

NO.   ST-YRS 


54 


26.3 


ESTIMATE 

1994 

NO.   ST-YRS 


30 


19.0 


5 

2.0 

45 

33.8 

45 

30.0 

50 

49.7 

60 

50.0 

59 

29.3 

60 

30.0 

24 

15.5 

20 

12.0 

58 

14.6 

50 

12.0 

290 

169.2 

270 

155.0 

INCREASE  + 
DECREASE  - 
1994   1993 


NO. 


-24 
+5 

+  10 

+  1 
-4 

-  8 

-20 


ST-YRS 


-7.3 

+2.0 
-3.8 
+0.3 

+0.7 
-3.5 

-2.6 

-14.2 


INTERNAL  AUDITS,  DEPARTMENTWIDE 
ASSISTANCE  AND  FRAUD  CONTROL 

Single  Family  Housing 

Government  National  Mortgage 

Association 

Multifamily  Housing 

Public  and  Indian  Housing... 
Community  Planning  and 

Development 

Fair  Housing  and  Equal 

Opportunity 

Administration/ADP 

Policy  Development  and 

Research 

Other 

Assisted  Housing 


ESTIMATE 

1992 

HO.   ST-YRS 


?9 


24 


20.9 


ESTIMATE 

1993 

NO.   ST-YB 


10.7 


3 

2.0 

17 

11.7 

6 

4.4 

4 

7.2 

13 


7.3 


ESTIMATE 
1994 


12 


6.0 


24 


17 


17 


7.0 


14.3 


6.3 


20 


6.0 


INCREASE  + 

DECREASE  - 

1994  vs  1993 


NO. 


ST-YRS 


-1.3 


2 

1.0 

2 

1.0 

.  •  . 

18 

12.0 

20 

10.4 

15 

7.0 

-  5 

-3.4 

24 

13.8 

24 

8.6 

20 

7.0 

-  4 

-1.6 

-1.0 


1 

1.0 

+  1 

+1.0 

15 

13.0 

-  2 

-1.3 

1 

0.5 

+  1 

+0.5 

1 

0.5 

+  1 

+0.5 

20 

7.0 

+  3 

+0.7 

a/  Audit  related  memorandum  reports  are  used  for  a  quick  reporting  on  special  issues 
warranting  immediate  management  attention,  or  to  report  the  results  of  limited  scope 
internal  or  external  audit  work  or  management  assistance  efforts. 

b/  OIG  oversees  the  quality  of  audits  performed  on  HUD  program  activities  by  independent 
public  accountants  and  state  and  local  government  auditors.   An  estimated  5,600  reports 
are  processed  by  the  OIG's  National  Review  Center  in  Cherry  Hill,  NJ,  each  year. 

c/  The  number  of  audits  planned  for  a  year  is  greater  than  the  number  of  reports  issued  due 
to  work-in-process,  fluctuating  priorities  during  the  year,  and  the  need  for  flexibility 
in  determining  the  actual  scope  of  individual  audits  once  work  is  initiated.   However, 
the  planned  allocation  of  our  direct  audit  staff  resources  indicates  the  OIG's  current 
perspective  on  the  general  relative  risk  and  audit  priority  of  HUD's  major  programs. 


d/ 


This  category  includes  pricing  proposal  evaluations  and  cost  audits  of  advisory  and 
assistance  services  contracts  and  assistance  awards. 
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OCCiee  of  loapactor  Ganaral 

Oepartioentwlda  Anistanca  Actlvltlsai 

Financial  Statement  Audita     3     5.0      3     7.0      3     7.0      ...     ... 

Monitoring  lA  Work  (Single 

Audit  Act) to/         18.6    ...    18.0    ...    18.0 

Follow-up  on  Audit 
.  Findinga 10.0    ...     8.0    ...     7.0      ...       '> 

Departmentwlde  Aaaiatance- 

Other 16.2    ...     8.S    ...    15.0      ...    4-6.5 

Fraud  Control! 

Assiatant  to  U.S.  Attomeya 

and  Special  Asaignnenta. . .   _s_;j,    26.0   _iii    26.0  __!_:_i,         30.0     _iii   •»  4.0 

Total  Internal  Audita, 

Departmentwlde  Assistance  and 

Fraud  Control 128   158.7    120   122.4    110   126.0 

GRAND  TOTAL 391    274.0    410   291.6     380   281.0 

b/  OIG  oversees  the  quality  of  audits  performed  on  BUD  program  activities  by  independent 
public  accountanta  and  state  and  local  government  auditors.  An  estimated  5,600  reports 
are  proceased  by  the  QIC's  National  Review  Center  in  Cherry  Hill,  HJ,  each  year. 

3.   OFFICE  OF  IMVESTIGATIOH 

a.   Employment  and  Responsibilities 


Pull-Tine  Permanent  Appointments, 
End  of  Year) 

Headquar tera 

Field 

Total 

Pull-Tirae  Equivalent  Bmploymentt 

Headquarters 

Field 

Total 

The  Office  of  Investigation  is  responsible  for  the  development  and  Implementation  of 
the  Department's  criminal  and  administrative  investigation  and  its  personnel  security  program. 
The  Headquarters  function  performs  a  control  and  quality  assistance  role  and  directs  the 
activitiea  of  ten  Regional  Offices  and  a  Headquarters  Operation  Division.   The  Regional 
Inspectors  General  of  Investigation  (RIGI)  are  responsible  for  conducting  investigations, 
referring  allegations  to  prosecutors  (Federal,  State,  and  Local)  and  managing  the  activities  of 
special  agents  in  their  respective  Regions. 

The  Office  of  Investigation  maintains  a  close  wor)clng  relationship  with  the 
Department  of  Justice — supports  O.S.  Attorneys  in  prosecuting  individuals  and  firms  for  criminal 
acts  involving  HUD  Programs — and  other  OIG's  relative  to  investigating  criminal  activity 
affecting  HUD  programs,  the  Office  of  Investigation  plans  to  aggressively  pursue  civil  remedies, 
such  as  the  Program  Fraud  Civil  Remedies  Act.  The  proactive  efforts  often  involve  joint 
investigations  or  taalc  forces  with  other  law  enforcement  agencies. 

b.  Workload 

Criminal  and  adminiatrative  inveetigations  are  the  primary  factora  in  determining 
staffing  requirements.  An  autooiated  Investigative  Case  Hanagement  System  (ICMS)  enables  the  OIG 
to  track  the  statua  of  investigations  from  opening  through  final  disposition.   Investigations 
have  become  mors  complex  and  national  in  scope,  resulting  in  more  and  far  ranging  joint 
inveetigations  with  other  Federal  law  enforcement  agencies,  such  as  the  Federal  Bureau  of 
Investigation.  Also,  some  U.S.  Attorneys  have  requested  additional  OIG  Special  Agents  to  assist 
with  unique  and  cooq^lex  investigations.  A  considerable  number  of  the  investigations  require  that 
Special  Agents  participate  fully  is  the  judicial  process,  includingi  assisting  with  Grand  Jury 
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BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994 

vs  1993 

23 

23 

24 

23 

-1 

108 
131 

114 
137 

102 
126 

.103 
126 

+1 

23 

25 

24 

23 

-1 

109 
132 

110 
135 

103 
127 

104 
127 

±1 
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activity,  and  trial  preparation,  working  with  prosecutore  during  the  trail,  and  pre-sentencing 
activities.   with  Agent  responsibility  in  the  judicial  process  and  its  attendant  mandatory 
requirements,  a  case  becomes  almost  all-encompassing  of  an  Agent's  time  once  the  case  enters  the 
Grand  Jury  phase.   Continuing  Congressional  hearings  and  media  attention  have  served  to  bring 
additional  attention  to  the  need  for  supplementary  staffing  resources. 

Another  staffing  requirement  is  the  need  to  do  more  proactive  work.   Proactive  work 
consists  of  broad-based  systemic  efforts  focused  on  HUD  operations/activities  vulnerable  to  fraud 
and  abuse.   The  emphasis  in  this  area  is  on  the  development  and  refinement  of  preventive 
measures.   However,  during  the  course  of  the  proactive  assignments,  quite  often  specific  targets 
(company  and/or  individuals)  are  identified  and  reactive  cases  indicated. 

During  fiscal  year  1994,  we  plan  to  focus  our  resources  in  areas  with  the  greatest 
potential  for  return  (indictments,  monetary  recovery,  administrative  sanctions).   We  will 
increase  investigation  of  criminal  activity  in  the  single  family  housing  (which  consists  of 
closing  agents  fraud,  equity  skimming,  strawbuying,  and  loan  origination  fraud)  public  housing, 
and  community  block  grant  programs.   We  will  also  continue  to  be  substantially  involved  in  task 
force  operations  with  the  FBI  and  other  OIG's. 

The  following  table  indicates,  by  category,  the  number  of  investigative  cases  opened 
from  1992-1994. 


Administration 

False  Statements 

Wage  Violations 

HUD  Personnel 

Construction  Violat4ons. 

Theft 

Charter  and  Contractual 

Violations 

FHA  Title  I 

Impersonation 

Conflict  of  Interest.... 

Bribery 

Embezzlement 

Kickbacks 

Other 

Total 


CASES  OPENED  -  INCLUDES  FBI  IWVESTIGATIONS 

INCREASE  + 

DECREASE  - 

1994  VE  1993 

+  10 
+  20 


+  10 
+■5 


ACTUAL 

ESTIMATE 

ESTIMATE 

1992 

1993 

1994 

20 

50 

60 

504 

520 

540 

3 

10 

10 

S3 

65 

75 

7 

10 

10 

44 

40 

45 

5 

12 

12 

25 

40 

40 

1 

5 

5 

12 

25 

25 

13 

40 

40 

104 

110 

110 

29 

46 

46 

35 
855 

30 
1,003 

35 
1,053 

+  5 
+  50 


Our  investigative  staff  receives  an  additional  1,800  complaints  each  year. 
Typically,  we  will  evaluate  a  complaint  and  may  conduct  a  preliminary  inquiry  to  determine 
whether  the  allegation  warrants  a  full  investigation  or  if  the  matter  is  best  handled  in  some 
other  way.   If  an  investigative  case  is  not  opened,  the  matter  is  referred  to  a  Departmental 
official  for  appropriate  administration  action.   This  evaluation  procedure  tends  to  reduce  the 
number  of  investigative  cases  opened  and  emphasizes  that  only  the  more  important  matters  are  to 
be  fully  investigated. 

Our  increased  efforts  are  evidenced  in  increased  results.   We  had  371  indictments 
and  391  convictions  in  fiscal  year  1991,  which  increased  to  556  indictments  and  345  convictions 
in  fiscal  year  1992.   Monetary  recoveries,  including  court  ordered  restitution,  increased  from 
$32  million  in  fiscal  year  1991,  to  $52  million  in  fiscal  year  1992. 


Singe  Family  Housing  Programs  continue  to  be  one  of  the  biggest  investigative 
categories.   In  fiscal  year  1992  we  had  205  indictments,  150  convictions,  and  $25  million  in  cash 
recoveries  and  court  ordered  restitutions. 
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Another  top  priority  for  the  OIG  in  fiBcal  year  1994  will  be  fraud  in  Public 
Housing.   Recent  Congreseional  interest  and  OIG  audit  ^i^hasis  should  result  in  an  increased 
workload  in  the  area.   We  also  plan  to  do  proactive  work  in  the  area.   During  fiscal  year  1992  we 
had  108  indictments,  and  18  convictions. 

The  Community  Development  Block  Grant  will  be  another  top  priority  in  fibv.    year 
1994.   In  fiscal  year  1992  we  had  44  indictments,  and  32  convictions. 

4.   OFFICE  OF  MANAGEMENT  AND  POLICY 

a.  Employment  and  Responsibilities 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE   ESTIMATE    DECREASE  - 
1992      1993       1993      1994     1994  vs  1993 

Full-Time  Permanent  Appointments, 

End  of  Year 54        55         50         45  -5 

Pull-Time  Equivalent  Employment 53        52         50         45  -5 

The  Office  of  Management  and  Policy  (OMAP)  is  the  OIG's  focal  point  for  its  efforts 
to  minimize  the  opportunities  for  fraud,  and  mismanagement  in  Departmental  programs,  activities, 
and  functions,  as  well  as  providing  OIG-wide  administrative  support  in  areas  such  as  budget  and 
financial  management,  personnel  management,  en^loyee  training,  awareness  activities,  internal 
policy  development,  ADP  and  automated  office  support  services,  and  records  management.   In  1994 
the  Office  of  Management  and  Policy  plans  to  improve  its  administrative  support  to  the  OIG  in  the 
areas  of  training,  ADP  services  and  internal  evaluations.   The  Office  will  also  take  a  more 
proactive  role  in  legislative  and  regulation  review. 

b.  Workload 

In  1994,  OIG  staff  will  be  provided  automation  applications,  particularly  in  the 
area  of  office  automation  and  automated  HUD  program  information  access.   Minimum  automation 
knowledge  and  skills  will  be  required  of  all  OIG  staffs  and  the  application  of  automation 
technologies  will  be  heightened.  Graphical  User  increases,  high-speed  microcomputers,  and 
further  utilization  of  shared  resources  and  connectivity  concepts  will  facilitate  in  obtaining 
these  goals. 

This  Office  administers  the  OIG  Directives  Management  System,  and  will  increase  its 
proactive  efforts  in  legislation  and  regulation  analysis  and  reviews  through  elevating  the 
coordination  and  quality  of  OIG  directives  reviews.   The  Office  will  also  continue  to  coordinate 
and  analyze  the  large  number  of  HUD  issuances,  regulations  and  legislative  proposals  as  required 
by  the  Inspector  General  Act  of  1978,  as  amended. 

OMAP  is  the  focal  point  for  the  Regional  Evaluation  Program,  which  is  part  of  the 
OIG  quality  assurance  program.   The  program,  as  currently  designed,  calls  for  five  Regions  to  be 
evaluated  in  fiscal  year  1994.   The  Regions  included  are  Boston,  Atlanta,  New  York,  Seattle  and 
the  Headquarters  audit  and  investigation  operations. 

This  Office  is  also  responsible  for  maintaining  the  HUD  Hotline  system.   This  system 
is  &   primary  source  for  receiving,  processing  and  following  up  on  allegations  of  fraud,  waste  and 
mismanagement  in  HUD  programs.   With  the  installation  of  a  toll-free  telephone  number  Hotline 
complaints  have  tripled  in  volume. 

We  plan  on  continuing  our  support  to  the  Department  in  the  area  of  internal  controls 
by  providing  technical  assistance  on  management  control  and  Federal  Managers'  Financial  Integrity 
Act  issues  and  reviewing  new  or  revised  programs  for  program  vulnerabilities. 
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PROCUREMENT  MANAGEMENT  CONTROLS  AMD  THE  ACCURACY  OF  DATA 
SUBMITTED  TO  THE  FEDERAL  PROCUREMENT  DATA  SYSTEM  ( FPDS 1 

Section  307(b)  of  the  Supplemental  Appropriations  Act  of  1980  requires  each  Inspector 
General  to  submit  to  Congress  (along  with  the  Agency's  Budget  Justification)  a  report  on  the 
progress  of  the  Agency  in  establishing  effective  procurement  management  controls  and  improving 
the  accuracy  and  completeness  of  the  information  provided  to  the  Federal  Procurement  Data  System 
(FPDS)  on  contracts  for  consulting  services. 

In  February  1993,  the  Inspector  General  completed  an  evaluation  of  controls  over  HUD's  use 
of  Advisory  and  Assistance  Services  (AAS)  in  1992.   HUD  reported  234  AAS  contracts  totalling 
$61,123,250  in  obligations.   We  found  HUD's  management  controls  over  advisory  and  assistance 
services  improved  and  generally  adequate.   However,  additional  emphasis  should  be  placed  on 
correctly  reporting  contract  information  and  ensuring  receipt  of  required  justifications. 
Limited  testing  showed  one  AAS  contract  incorrectly  reported  to  0MB  as  non-AAS  on  a  Federal 
Procurement  Data  System  (FPDS)  report  and  one  contract  without  a  justlf icatlon  of  need  statement. 
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OFFrCE  OF  FEDERAL  HOUSING  ENTERPRISE  OVERSIGHT 

SalarieE  and  Expenses 

The  Housing  and  Community  Development  Act  of  1992,  under  Title  XIII,  the  Federal  Housing 
Enterprises  Financial  Safety  and  Soundness  Act  of  1992,  establishes  an  Office  of  Federal  Housing 
Enterprise  Oversight  in  the  Department  of  Housing  and  Urban  Development. 

APPROPRIATION  HIGHLIGHTS 

The  Federal  Housing  Enterprises  Financial  Safety  and  Soundness  Act  of  1992,  Section  1316, 
authorizes  the  collection  of  annual  assessments  from  the  Federal  National  Mortgage  Association 
(FNMA)  and  the  Federal  Home  Loan  Mortgage  Corporation  (FHLMC).  The  following  table  summarizas 
the  funding  and  staffing  included  in  this  request. 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1992        1993        1993        1994  1994  vs  1993 
(Dollars  in  Thousands) 

From  Appropriation  Bill: 

Transfer  from  FNMA  and  FHLMC ...      $5,547     $3,000     $5,742      +$2,742 

Unobligated  Balance  Lapsing ^_;_^      ^_iA^     ^^.u^  ^^.i-Lj.      lii 

Total  Obligations ...       5,547      3,000      5,742       +2,742 

Outlays  (Net) ...       5,547      3,000      5,742       +2,742 

Full-Time  Permanent  Appointments, 

End  of  Year ...  30         30         30 

Full-Time  Equivalent  Employment ...  30         15         30  +15 

NOTE:  Full-time  permanent  appointments  are  estimates  based  on  a  calculation  of  the 
permanent  positions  made  affordable  by  full-time  equivalent  (FTE)  employment 
ceilings.   They  are  not  control  numbers  and  may  vary  depending  on  conditions. 

SUMMARY  OF  BUDGET  REQUEST 

The  total  funding  request  fqr  the  Office  of  the  Federal  Housing  Enterprise  Oversight  in  1994 
is  $5,742  thousand  and  30  FTEe   The  HUD  Secretary's  program  and  housing  responsibilities  related 
to  the  oversight  of  FNMA  and  FHLMC  are  included  in  the  Office  of  Policy  Development  and  Research 
with  support  from  HUD's  Office  of  General  Counsel. 

The  Housing  and  Community  Development  Act  of  1992,  Section  1312(a),  requires  that  the  Office 
be  "under  the  management  of  a  Director,  who  shall  be  appointed  by  the  President,  by  and  with  the 
advise  and  consent  of  the  Senate  for  a  term  of  five  years.* 

The  duty  of  the  Director  is  "to  ensure  that  the  enterprises  are  adequately  capitalized  and 
operating  safely,  in  accordance  with  the  Act."  Section  1313(a). 

The  Act  confers  certain  authorities  solely  on  the  Director  and  provides,  in  Section  1313(b), 
that  the  Director  is  authorized,  without  review  and  approval  of  the  Secretary  to  carry  out 
specific  duties  and  functions,  including: 

—  issuing  regulations  prescribing  capital  and  enforcement 

standards,  including  rislc  based  capital  tests  and  civil 
money  penalties; 

—  conducting  regulatory  examinations  of  FNMA  and  FHLMC; 

—  determining  capital  levels  and  capital  classifications  of 
FNMA  and  FHLMC; 

—  appointing  conservators  for  FNMA  and  FHLMC; 

—  talcing  administrative  and  enforcement  actions  to  ensure 
the  safety  and  soundness  of  FNMA  and  FHLMC; 

—  approving  payments  of  capital  distributions  by  FNMA  and 

FHLMC; 

—  requiring  FNMA  and  FHLMC  to  submit  reports; 
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—  reviewing  compensation  levels  of  FNMA  and  FHLMC  executive 

officers; 

—  conducting  research  and  financial  analysis; 

—  submitting  reports  to  Congress  and  the  HUD  Secretary 

required  by  the  Act,  including  reports  on  the  Financial 
Plan  and  Operations  Plan  for  the  Office;  and, 

--  managing  the  Office  of  Federal  Housing  Enterprise 

Oversight,  including  establishing  annual  budgets  and 
making  annual  assessments  to  cover  the  costs  of  the 
Office, 

The  Act,  Section  1312(e),  further  specifies  that  the  Office  of  Federal  Housing  Enterprise 
Oversight  shall  have  a  Deputy  Director  appointed  by  the  Director  and  the  Act,  Section  1315(a), 
allows  the  Director  to  "appoint  and  fix  the  compensation  of  such  officers  and  employees  of  the 
Of f xce  as  the  Director  considers  necessary  to  carry  out  the  statutory  functions  of  the  Director 
and  the  Office."   Officers  and  employees  may  be  paid  without  regard  to  Federal  provisions 
relating  to  classification  and  General  Schedule  pay  rates. 


The  following  table  shows  estimated  obligations  for  this  activity  by  object  class  for  1994. 


Personal  Services 

Travel 

Transportation  of  Things 

Rent,  Communication  and  Utilities, 

Printing  and  Reproduction 

Other  Services 

( ADP  Serv  ices ) 

(Contracts) 

Supplies  and  Materials 

Furniture  and  Equipment 

Total 


CURRENT 

INCREASE  + 

ACTUJ 

\L     BUDGET 

ESTIMATE 

ESTIMATE 

DECREASE  - 

199 

I                1993 

(Dol 

1993 

1994 

1994  VE  1993 

lars  in  Thousands) 

$2,962 

$1,571 

S2,780 

+$1,209 

2 

10 

20 

+10 

4 

4 

4 

•  •  ■ 

6 

96 

365 

+269 

4 

4 

4 

2,567 

1,043 

2,567 

+1,524 

(43) 

(43) 

(43) 

(2,524) 

(1,000) 

(2,524) 

(1,524) 

2 

2 
270 

2 

-270 

5,547 


3,000 


5,742 


+2,742 


1.  CHANGES  FROM  1993  ESTIMATES 

The  start  up  of  this  new  Office  is  planned  for  1993.   In  1993  Budget,  these  activities 
were  originally  shown  Budget  Activity  15:  Secondary  Mortgage  Market  Examination  and  Oversight. 
Since  these  estimates  were  published,  legislation  was  enacted  creating  the  new  Office  of  Federal 
Housing  Enterprises  Oversight. 

2 .  ANALYSIS  OF  INCREASES  AND  DECREASES 


1994 


Prior  year  obligations 

Revised  estimates  for  personal  services 

Change  to  travel  costs 

Change  to  transportation  of  things 

Change  to  rent,  communications  and  utilities. 

Change  to  printing  and  reproduction 

Change  to  other  services 

Change  to  supplies  and  materials 

Change  to  furniture  and  equipment 

Total  obligations 


(Dollars 

in  Thousands 

$3,000 

+$1,571 

+1,209 

+10 

+  10 

+4 

+96 

+  269 

+4 

.  .  . 

+1,043 

+1,524 

+  2 

+270 

-270 

+3,000 


+5,742 


Total  anticipated  obligations  for  personal  services  in  1993  are  estimated  to  be 
Sl/571  thousand.   This  amount  includes  $210,000  in  one-time  personal  costs  for  recruitment  and 
other  services,   A  total  of  $2,780  thousand  in  obligations  is  proposed  for  1994,  an  increase  of 
$1,209  thousand  from  the  1993  current  estimate.   This  increase  is  to  provide  full  funding  for 
staffing. 

Non-personal  services  costs  for  this  new  Office  are  estimated  at  $2,962  thousand,  which 
will  primarily  support  the  procurement  of  outside  experts  and  consultants.   This  amount 
represents  an  increase  of  $1,533  from  the  1993  current  estimate  of  $1,429  thousand.   The  1994 
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estimates  reflects  an  increase  of  $10  thousand  for  travel,  $249  thousand  for  rent,  $20  thousand 
for  communications  and  utilities,  $1,524  thousand  for  contracting,  and  a  decrease  of  $270 
thousand  for  furniture  and  equipment. 

3.   CONTRACTS 

The  following  indicates  contract  activity  for  this  office  and  is  followed  by  a  brief 
description. 


ACTUAL 
1992 


BUDGET 
1993 


CURRENT 

ESTIMATE 

1993 


General  Support  Services. 


(Dollars  in  Thousands) 
$2,524      $1,000 


ESTIMATE 
1994 


$2,524 


INCREASE  + 

DECREASE  - 

1994  V8  1993 


+$1,524 


In  1994,  outside  contractors  will  be  utilized  to  assist  with  regulatory  examinations. 
The  areas  of  assistance  may  include  financial  accounting,  financial  analysis,  automated  data 
processing,  knowledge  of  mortgage  underwriting,  knowledge  of  the  mortgage  service  industry,  and 
knowledge  of  market  value  accounting  techniques. 

Other  contracts  will  be  utilized  for  special  studies  to  supplement  work  of  the  Office. 
Examples  may  include  a  comparative  study  of  market  value  accounting  for  FNHA  and  FHLHC,  financial 
model  development,  and  analysis  of  regional  default  and  loss  data. 

STAFFING  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  new  Office  of  Federal  Housing  Enterprise  Oversight  will  be  operational  in  fiscal 
year  1993  and  function  as  a  separate  arms-length  office  within  HUD,  responsible  for  the 
regulation  of  FNHA  and  FHLMC.   The  Office  will  be  headed  by  a  Presidential  appointee,  will 
administer  capital  standards  and  will  have  authority  for  enforcement  actions  if  capital  falls 
below  acceptable  levels. 

The  development  of  financial  models  and  stress  tests  to  determine  risk-based  capital 
levels  is  a  major  research  project  that  requires  the  services  of  several  highly  trained 
economists  and  financial  analysts.   Running  the  models  will  be  required  on  a  quarterly  basis, 
while  continuing  research  will  also  be  needed  to  refine  the  modeling  assun^tions  as  new  data  on 
old  programs  become  available  and  new  programs  are  established. 

The  on-site  regulatory  examinations  will  be  performed  at  FNMA  and  PHLMC  on  an  annual 
basis.   The  examination  team  will  consist  of  several  examiners  who  have  a  broad  background  in 
accounting,  finance  and  business  operations,  and  other  specialists  who  will  be  on  the  staff  of 
the  Office  of  Federal  Housing  Enterprise  Oversight. 

Other  regulatory  activities  include  review  of  new  program  requests,  writing  of 
regulations,  writing  reports  to  Congress,  and  enforcement  activities,  including  consideration  of 
capital  restoration  plans.   These  activities  require  the  service  of  lawyers,  economists,  program 
analysts,  and  financial  analysts. 

2.  SUMMARY  OF  STAFFING  REQUIREMENTS 

All  personnel  on  this  Office  are  assigned  to  Headquarters.   The  FTEs  consist  of  the 
following  I 


Full-tine  permanent 

Ten^jorary  and  part   time 

Overtime 

Total  full-time  equivalents. 


ACTUAL 
1992 

BUDGET 
1993 

30 
30 

CURRENT 

ESTIMATE 

1993 

ESTIMATE 
1994 

INCREASE  + 
DECREASE  - 
1994  vs  1993 

... 

IS 
15 

30 
30 

+15 
+15 
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The  following  table  provides  a  summary  of  the  proposed  distribution  of  grades  for  staff. 


GRADE 

Executive  Level  II 

ES-5 

ES-4 

ES-  3 

ES-2 

GS/GM-15 

GS/GM-14 

GS-13  and  below 

Total  Full-Time  Permanent  Appointments.. 

Total  Full-Tlme  Equivalent  Employment 


ACTUAL    ESTIMATE    ESTIMATE 
1992       1993        1994 


1 
1 
2 
1 
1 
4 
3 

17  17 

30  30 
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PBOPOSED  CHANGES  IM  APPROPRIATION  LANG:tAGB 

Changes  in  the  text  of  appropriation  language — other  than  changes  in  dollar  amountE  or 
fiscal  year  designations — are  discussed  in  this  section.   The  text  for  the  language  is  based  on 
Public  Law  102-389,  the  Departments  of  Veterans  Affairs  and  Housing  and  Urban  Development,  and 
Independent  Agencies  Appropriations  Act,  1993. 

BOaSIBG  PBOGSAXS 

annual  Oontrlbutlona  for  Aasiatad  Bousing 

(NOTEi  Line  numbers  cited  below  refer  to  the  printed  text  of  P.L.  102-389  as  found  in  the 
Blip  law,  under  this  head,  pages  106  Stat.  1582-1584.) 

Appropriation  title  -  delete  the  %«ordB  'tranafera  aad' . 

No  transfers  are  proposed  into  this  account  in  the  1994  Budget. 

Deletion  of  transfer  authorities  from  the  Flexible  Subsidy  Fund  and  the  Nehemiah  Housing 
Opportunity  Fund. 

Beginning  on  line  5,  delete  all  after  the  words  'up  to*  through  '244,300,000'   on  line  11. 
This  would  delete  the  authority  to  transfer  amounts  from  the  Flexible  Subsidy  Fund  and  the 
Nehemiah  Housing  Opportunity  Fund.   No  transfers  are  proposed  in  the  1994  Budget. 

Addition  of  funding  for  technical  assistance  and  inspection  of  public  housing  agencies. 

On  line  23,  delete  the  colon  and  after  the  word  'bousing'   insert  the  followingi 

*,  of  which  up  to  one-half  of  one  percent  ehall  be  available  for  technical  aaaiatance  and 
inspection  of  public  houaiag  agenciee  by  the  secretary:' 

The  language  would  permit  the  use  of  up  to  one-half  of  1  percent  of  the  requested 
appropriation  of  $400,000,000  for  public  and  Indian  housing  development  to  be  available  for 
technical  assistance  and  inspection  of  public  housing  agencies  by  the  Secretary.   The  Budget 
conteiiq}late8  that  these  funds  would  be  used  for  contracts  to  obtain  such  services. 

Language  to  prevent  amendment  funding  for  future  contracts. 

Immediately  after  the  word  'secretaryi*  in  the  foregoing,  insert  the  following! 

'Provided  further.   That  the   total  cost  of  development  and  acquiaition  of  projects  for  public 
bousing  or  public  bouaing  for  Indian  families  in  fiscal  year  1994  shall  not  exceed  the 
amounts  made  available  for  such  projects  under  thia  headt' 

The  language  provides  that  for  grant  contracts  approved  from  amounts  provided  in  the  1994 
Appropriations  Act  no  future  amendments  would  be  permitted.   Public  and  Indian  Housing  Agencies 
would  be  expected  to  cover  all  costs  for  development  and  acquisition  with  their  initial  grant 
contract. 

Recapture  and  rescission  of  reserved  but  unobligated  balances  in  the  public  and  Indian  public 
housing  pipelined 

Immediately  after  the  word  'head:'   in  the  foregoing,  insert  the  following  provisoi 

'Provided  further.   That  notwithetanding   section  5(k)   of  the  Act,  of  the   amounts  appropriated 
under  thia  bead  prior   to  fiscal  year  1992  for  the  development  or  acquisition  of  public  or 
Indian  housing  that  remains  unobligated  on  October  1,    1994,   fifteen  percent  of  that 
unobligated  amount,  excluding  amounts  for  replacement  housing  funded  as  an  integral  part  of 
replacement   bousing  plans   for  section   IB  approved  demolition/disposition  or  for  housing 
funded  purauant  to  Court-ordered  litigation   settlements,  ahall  be  reacinded,  oldeat  funded 
projecta  firat,   and  the  remainder  of  that  unobligated  amount  shall   remain  available  for  the 
purposes  for  which  they  were  originally  appropriated :' 

The  proposed  language  would  rescind,  immediately  following  the  close  of  fiscal  year  1994, 
fifteen  percent  of  the  unobligated  balances  of  amounts  reserved  for  public  and  Indian  housing 
from  appropriations  enacted  through  fiscal  year  1991.   The  rescission  would  not  apply  to 
replacement  housing  for  which  reservations  were  approved  where  such  housing  is  an  integral  part 
of  approved  demolition/disposition  activities.   The  rescission  would  not  apply,  also,  to  amounts 
affected  by  Court-ordered  litigation  settlements.   The  rescission  would  apply  to  the  oldest 
projects  in  the  pipeline  first. 

The  remainder  of  the  unobligated  balances  would  remain  for  the  purposes  for  which  they  were 
originally  appropriated. 
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Technical  aBBJBtnnce  and  Inspection  nnder  the  wodemizntlon  program. 

On  line  26,  immediBtely  after  the  word  'including-,    delete  -$4,740,000'    and  all  that  follows 
through  -$10,500,000'.      In  the  text  which  follows,  insert  and  delete  as  showni 

-up  to   two-fifths   of   one  percent  for  the   ioBpectioa  of   modernization  units  and   provision  of 
oanageasnt  and  technical   asBistance  by   the  Secretary   for  troubled  Public   Housing 
I Authorities ]   AaeacieB  and  Indian  Housing  Authorities:' 

The  proposed  language  would  provide  that  amounts  for  inspection  and  management  and  technical 
assistance  under  the  Modernization  program  would  be  determined  as  a  percentage  (two-fifths 'of 
1  percent)  of  the  appropriation  for  Modernization.   The  language  would  also  make  clear  that  the 
inspection  and  assistance  could  be  provided  directly  by  the  Secretary.   The  substitution  of  the 
word  "agencies'  would  make  the  terminology  consistent  with  authorizing  legislation. 

Deletion  of  set-aside  for  public  housing  family  investment  centers. 

On  line  31,  after  the  word  "head,"  delete  '$25,000,000'   and  all  that  follows  through  "Actj-. 
The  specific  set-aside  for  public  housing  investment  centers  is  not  necessary  in  the 
appropriations  language.   The  1994  Budget  proposes  funding  within  the  total  amount  to  be 
appropriated. 

Inclusion  of  term  "rental  assistance"  for  the  certificate  and  voucher  programs. 

Immediately  after  the  word  'Acts'      in  the  foregoing,  delete  and  insert,  as  follows! 

'[Provided  further.    That  of  the  $9,223,965,000   total   under  this  bead,    $600,750,000] 
$1.209 .518,000  shall  be  for  rental   aeaiatance  under  the  section   B   exiating  housing 
certificate  program   (42  U.S.C.    143f)   and  the  housing  voucher  program  under  eection  B(o)i' 

The  language  change  reflects  the  Department  to  use  the  term  'rental  assistance'   to  apply  to 
both  section  8  certificates  and  housing  vouchers.   The  Department  will  continue  to  work  to  remove 
the  differences  between  the  two  programs. 

Fees  for  the  Family  Self-Suf f iciencv  program. 

Immediately  after  "8(01 i'  in  the  foregoing,  insert  the  fol lowing i 

"Provided  further,    that  from  the  total  under  this  head,   $8,400,000  shall  be  available  tor 
fees  under  section  23(h)    for  the  Family  self-sufficiency  program   (42  U.S.C.    1437u)i' 

The  language  would  provide  for  the  payment  of  fees  to  public  and  Indian  housing  agencies 
under  the  Family  Self-Suf ficiency  program.   The  authorizing  legislation  requires  that  amounts  for 
fees  be  provided  for  in  appropriations  acts. 

Deletion  of  set-aside  for  the  foster  child  care  program. 

On  line  36,  after  the  word  "head,",  delete  -75,000,000-  and  all  that  follows  through  the 
word  "Act;"  The  specific  set-aside  for  the  foster  child  care  program  is  not  necessary  in  the 
appropriations  language.   The  1994  Budget  proposes  funding  within  the  total  amount  appropriated. 

Deletion  of  separate  language  for  housing  vouchers. 

Immediately  following  the  foregoing,  delete  the  word  "Provided"  and  all  that  follows  through 
-1,350,000,000.- 

This  deletion  is  consistent  with  the  language  change  noted  above  pertaining  the  insertion  of 
the  words  -rental  assistance'   pertaining  to  both  section  8  certificates  and  vouchers. 

Deletion  of  reference  to  amendment  funding  for  Rainier  View  litigation. 

On  line  43,  immediately  after  the  word  -amended' ,    delete,  ",  inciuding"  and  all  that  follows 
through  '(Public  Law  101-235);- 

Additional  funding  for  the  litigation  in  the  Rainier  View  case,  pertaining  to  rental 
adjustments  through  the  application  of  an  annual  adjustment  factor,  will  no  longer  be  needed  in 
1994.   Amounts  provided  through  1993  are  expected  to  be  sufficient  for  that  case  which  applied 
only  within  the  jurisdiction  of  the  U.  S.  Circuit  Court  in  question.   However,  if  the  litigation 
currently  pending  before  the  U.  S.  Supreme  Court  results  in  an  adverse   ruling  to  the  Department, 
the  amounts  available  may  not  be  sufficient  to  cover  a  settlement  nationwide  in  scope. 

Changes  in  requirements  for  the  preservation/prepayment  program. 

On  line  52,  immediately  after  the  words  -in   the',    delete  p.ll  that  follows  through  the  words 
"to  the'   on  line  56. 
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On  line  57,  after  •ameadedi",   delete  all  that  follows  through  the  word  •Btrategiaa'   on 
line  60,  and  insert  the  following! 

"Provided,  further.  That   notwithstanding  aectioa   215   of  the  how-Income  Houaiog  Preaervatioa 
and  Kssident  Uomeomerabip  Act  of  1990    (12   a.S.c,    4105),    the  Federal   coat   limit  shall  be  set 
at   100  percent  of  the  fair  market   rent   for  the  market  area   in  which   the  prepaying  project   ia 
locatedi      Provided  further.    That  aotwithatanding  aectiona  221   and  234   of  said  Act 
(12   a.S.c,    4111   and  4124),    eection   8  aesietance  shall  produce  a   gross  income  potential   no 
greater  than  100  percent  of  the  fair  market  rent  for  the  market  area  in  which  the  prepaying 
project  ia  located,   and   grants  for  additional   assistance  above  the  Federal  cost  limit  shall 
be  made   to  assist   in   the  completion  of  sales  and  transfers:      Provided  further.    That 
notwithstanding  sections  226  and  231   of  said  Act    (12   a.S.c.    4116  and  4121),    none  of  the 
funding  provided  for   the  preservation  of  iow-incojae  housing  in  this  appropriation  shall  be 
used  in  connection  with  boaeownership' 

The  foregoing  language  changes  are  intended  to  result  in  the  avoidance  of  paying  excess 
subsidies  to  landlords  to  ensure  preservation.  The  proposal  would  limit  the  mnvinnim  preservation 
subsidy  that  landlords  can  receive  to  the  same  amount  that  a  tenant  %K>uld  receive  in  the  same 
circumstemces . 

The  language  also  would  eliminate  homeownership  grants  from  the  preservation  program, 
including  assistance  to  nonprofit  organizations.  The  Administration  supports  the  goal  of  helping 
low-income  tenants  to  become  homeowners  through  other  programs. 

Deletion  of  set-aside  for  Moving  to  Opportunity. 

On  line  60,  after  the  word  'strategies' ,   delete  all  that  follows  through  the  word  'poverty . 
The  specific  set-aside  for  the  Moving  to  Opportunity  program  is  not  necessary  in  appropriations 
language.   The  1994  Budget  proposes  funding  within  the  total  amount  to  be  appropriated. 

Deletion  of  set-asides  for  section  8  property  disposition  and  loan  management. 

After  the  foregoing  deletion,  delete  all  that  follows  through  the  word  "years"  on  line  68. 

The  specific  set-asides  of  amounts  for  section  8  property  disposition  and  loan  management 
are  not  needed.   The  1994  Budget  proposes  funding  within  the  total  amount  to  be  appropriated. 

The  Budget  also  proposes  that  the  limitation  on  contracts  for  section  8  loan  management  to  a 
minimum  of  S  years  be  deleted. 

Public  housing  agency  fees 

After  the  word  "years"  on  line  60,  make  the  following  insertions  and  deletions: 

'Provided  further.   That   thoqe  portions  of  the  Public  Housing  Agency  fees  for  the  coats 
incurred  in  administering  all    [incremental]    units  assisted    [in   the  certificate  and  housing 
voucher  programs]    under  sections   B(b)    [and],    B(o),    and  B(e)(2)    [respectively,]    shall  be 
established   [or  increased   in  accordance  with     at    7.23  75  percent,   notuithstaadiaa  the 
authorization  for   such  fees  in  section  B(q)   of  the  Act:' 

The  proposed  language  change  would  establish  fees  paid  to  public  housing  agencies 
administering  the  section  8  certificate  and  voucher  programs  at  7.2375  for  all  units.  This  would 
include  incremental  units  included  in  the  1994  Budget  and  those  approved  in  previous  years. 

Clarification  of  authorization  for  the  Lead-Based  Paint  Hazard  Reduction  'Program. 

On  line  89,  after  the  word  "for",  delete  all  that  follows  through  the  word  'persons'   on 
line  102.  After  the  word  'Michigan'   on  line  120,  insert  the  followingi  'the  Lead-Based  Paint 
Hazard  Reduction  program  as   authorized  under  sections    1011   and  1053   of  the  Residential   Lead-Based 
Paint  Hazard  Reduction  Act  of  1992.' 

The  language  clarifies  the  authorization  for  appropriations  under  the  lead-Based  Paint 
Hazard  reduction  program.   The  clarification  deletes  authorizing  language  included  within  the 
1993  Appropriations  Act  and  inserts  the  citation  to  the  Residential  Lead-Based  Paint  Hazard 
Reduction  Act  of  1992,  included  as  Title  X  of  the  Housing  and  Community  Development  Act  of  1992. 

Deletion  of  language  for  Special  Purpose  Grants. 

Delete  the  proviso.   The  language  change  would  delete  a  proviso  directing  the  funding  of 
$260  million  in  special  projects  specified  in  the  committee  of  conference  report  and  statement  of 
managers  accompanying  H.  R.  5679. 
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Deletion  of  unneeded  provlBOS. 

After  the  foregoing  deletion,  delete  the  following  two  proviEos.   The  first  proviso  pertains 
to  a  special  purpose  grant  to  the  City  of  Lawrence,  Massachusetts,  for  the  funding  of  a  girls 
club.   The  second  proviso  pertains  to  a  special  purpose  grant  for  the  Upper  Peninsula  Emergency 
Medical  Services  Corporation  in  Marquette  County,  Michigan.   The  provisos  are  permanent  and  need 
not  be  re-enacted. 

Section  202  -  Housing  for  the  Elderly  program.   Deletion  of  unnecessary  language. 

One  line  127,  after  '1959',    delete  all  that  follows,  including  the  proviso,  through  the  word 
'herein' ,      Delete  "as  ainended"  on  line  132. 

The  language  change  would  delete  the  words  'as  amended'    as  not  necessary  to  the  citation. 
The  change  would  also  delete  language  pertaining  to  the  merger  of  prior  year  unreserved  balances. 
The  provision  is  permanent  and  its  re-enactment  is  not  needed. 

Funding  of  amendments  to  capital  advances  for  supportive  housing. 

On  line  133,  after  the  words  'shall   be",  insert  the  following:  'for  capital   advances, 
including  amendments   to  capital   advance  contracts ,    for  supportive  housing' .      The  proposed 
language  would  permit  the  amounts  provided  for  capital  advances  under  the  Section  811  program, 
Supportive  Housing  for  Persons  with  Disabilities,  to  be  used  for  amendments  to  contracts  for 
which  funds  were  previously  reserved. 

Income  disallowance  demonstration  program. 

At  the  end  of  the  language,  after  the  word  "Act."  insert  a  new  paragraph,  as  follows: 

'Provided  further.   During   a  six-month  period  determined  by   the  Secretary  beginning  in   fiscal 
year  1994,    the  Secretary  shall   carry  out   a   demonstration  program  under  the   income 
disallowance  provisions  of  the  undesignated  paragraph  at    the  end  of  section  3   of  the   Act; 
Provided,    That   the  demonstration  shall   apply,    in   addition   to  public  housing  residents,    to 
all   other  residents   of  housing  assisted  under  such  Act:      Provided  further.    That   the 
demonstration   shall   also  apply   to   residents  without   regard   to  whether  they  are  participating 
in   the  programs   referred   to  in  such   section  3,    tor  a  period  of  employment   of  up   to 
IB  months,   as  determined  by   the  Secretary:   Provided  further.    That   the  demonstration   shall   be 
limited   to   residents  who  have  been   unemployed  for  the   two  previous  years,   as   determined  by 
the  Secretary:      Provided  further.    That   the  Secretary  shall   implement    the  demonstration  by 
contract   in  a   limited  number  of  areas.' 

The  proposed  language  would  provide  for  an  income  disallowance  program,  similar  to  that 
authorized  in  section  3  of  the  U.S.  Housing  Act  of  1937  for  residents  of  public  housing.   The 
demonstration  would  not  be  limited  to  such  residents  but  would  include  those  assisted  under  the 
section  8  certificate  and  voucher  programs.   It  would  permit  public  housing  agencies  to  allow 
earnings  of  assisted  residents,  who  have  been  unemployed  for  2  years  but  who  have  found 
employment,  not  to  be  considered  as  income  for  the  purpose  of  determining  how  much  rent  the 
residents  should  pay. 

Other  Assisted  Housing  Programs; 

Rental  Housing  ABsistance  {Section  236) 

Delete  language  providing  for  the  rescission  of  recaptured  loan  management  funds. 

Language  providing  for  the  rescission  of  recaptured  section  8  loan  management  authority 
should  be  deleted.   The  1994  Budget  does  not  propose  rescission  of  loan  management  recaptures. 
The  recapture  provision  remaining  would  apply  only  to  section  236  recaptures.   To  the  extent 
section  236  recaptures  are  below  545,515,000,  the  language  provides  that  budget  authority  in  the 
Annual  Contributions  account  would  be  reduced  accordingly. 

Assistance  for  the  Renewal  of  Bxpiring  Section  6  Subsidy  Contracts 

Authority  to  transfer  amounts  from  the  Annual  Contributions  account. 

The  following  provisos  would  be  added  in  the  first  paragraph: 

"Provided  further.    That   to   the   extent   the  amount   in   this   appropriation   is   insufficient   to 
fund  all   expiring  section   8  contracts,    the  Secretary  may   transfer  to  and  merge  with   this 
appropriation  such   amounts   from  the   'Annual   contr±butions   for  Assisted  Housing' 
appropriation  aa   the  Secretary  shall   determine,   and  amounts   earmarked  in   the   foregoing 
account  may  be   reduced  accordingly,    at   the  Secretary's  discretion:      Provided  further.    That 
amounts   transferred  pursuant   to   the   iimaediately  foregoing  proviso  may  be   used  at    the 
Secretary's   discretion   to  extend   the  expiring  section   8  contracts   through   October  1,    1994, 
at  which   time   they  shall   be   renewed  for  5-year  term' 
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The  language  would  provided  that,  in  the  event  the  amounts  appropriated  for  fiscal  year  1993 
for  renewals  of  section  8  contract  for  a  full  5  years  axe  insufficient,  funds  may  be  transferred 
from  the  •Annual   CoAtributiottB'    account.   The  language  also  would  provide  that  contracts  under 
the  transferred  amounts  may  be  funded  through  1994.   They  would  then  be  renewed  for  a  full 
5-years  out  of  1995  Appropriations. 

Language  in  the  1993  Appropriations  Act  providing  for  5-year  contract  terms  would  be 
modified  to  reflect  the  above  change. 

Conversion  of  section  23  leasing  projects  in  Maine. 

Language  pertaining  renewal  of  section  8  contracts  section  23  leasing  housing  projects  which 
converted  to  section  8  should  be  deleted.   The  language  is  permanent  in  effect  and  need  not  be 
re-enacted. 

Conforming  budget  authority  language  for  1993. 

Language  specifying  the  amount  of  the  1993  Appropriation  and  the  advance  appropriation  to  be 
counted  as  an  appropriation  in  1994  would  be  deleted.   It  will  not  be  needed  in  the  1994 
Appropriations  Act. 

BomeownerBhip  and  Opportunity  for  People  Everywhere  Grants  (BOPB  GrantB> 

Deletion  of  separate  set-asides  for  HOPE  1,  2  and  3. 

Language  providing  for  separate  funding  for  HOPE  for  Public  and  Indian  Housing 
Homeowner  ship ,  for  Homeownership  of  Multifamily  Units  and  for  Homeownership  of  Single  Family 
Homes  would  be  deleted.   The  1994  Budget  proposes  an  appropriation  of  a  single  amount.   The 
following  language  should  be  inserted  for  that  purpose: 

'109,190,000,    to  remain  available  until   expended,   of  which   up   to  one  and  one-half  percent 
may  be  made  available  for  technical   aaaistance   to  potential   applicants,   applicants   and 
recipientB  of  assistance  under  this  head  as  authorized  under  subtitle  E  of  Title  I   of  the 
Housing  and  Community  Development  Act  of  1992,' 

The  language  also  provides  that  up  to  one  and  one-half  percent  of  the  appropriation  may  be 
made  available  for  technical  assistance. 

Deletion  of  assistance  to  mutual  housing  associations. 

The  second  paragraph  under  this  head  which  provided  that  SIO  million  for  HOPE  for 
Homeownership  of  Multifamily  Units  shall  be  for  mutual  housing  associations  would  be  deleted. 
Since  the  1994  Appropriation  would  be  used  primarily  for  implementation  grants,  no  further  set- 
aside  of  funding  for  mutual  housii)g  associations  would  be  needed. 

Deletion  of  grants  for  a  severely  distressed  public  housing  program. 

The  third  paragraph  providing  for  program  directed  to  severely  distressed  public  housing 
would  be  deleted.   A  separate  appropriation  for  assistance  to  severely  distressed  public  housing 
is  proposed  for  1994  as  authorized  by  the  Housing  and  Community  Development  Act  of  1992. 

Deletion  of  set-aside  for  National  Center  for  Tenant  Ownership. 

The  1993  Appropriations  Act  contained  a  set-aside  from  HOPE  for  Homeownership  of  Multifamily 
Units  for  the  National  Center  for  Tenant  Ownership  (affiliated  with  the  Harrison  Institute  at  the 
Georgetown  University  Law  Center.   This  was  a  one-time  set-aside  and  will  not  be  required  in 
1994. 

Congregate  Serviceg 

Language  limiting  1994  Appropriations  to  extension  of  existing  contracts. 

The  1994  Budget  proposes  funding  only  for  the  extension  of  contracts  under  the  Congregate 
Services  Act  of  1978,  as  amended.  No  funds  are  proposed  for  programs  under  section  802  of  the 
Cranston-Gonzalez  National  Affordable  Housing  Act  of  1990. 

Housing  ConDBelinq  ABBletance 

Deletion  of  Appropriations  Language. 

No  new  funding  is  being  sought  for  1994. 
FHA  -  Mutual  Hortgnqe  Insurance  Program  Account 

Technical  language  to  assure  a  negative  subsidy. 

Language  would  be  included  to  assure  that  costs  of  loan  guarantees  shall  not  exceed  zero, 
thereby  resulting  in  a  negative  subsidy. 
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PUBLIC  AMD  nroiAH  HOOSIMG 
PBYmenta  for  Operation  of  low-Income  Housing  Proiecta 

Insert  language  limiting  authority  to  pay  subsidies  for  vacant  unite. 

The  following  proviso  would  be  added: 

'Provided,   That  notwitbBtandlng  the  proviaions   of  section  114(b)   ot  the  Houaiag  and 
Community  Development  Act  of  1992,    for  vacant   units   in   excesB  of   J%  of  unita   under 
management  by  a  public  housing  agency   or  Indian  housing  authority,    funds  appropriated  under 
this  head  may  only  be  used   to  pay  subsidies  on    these  unite  at   a    rate  of   twenty  percent  of 
the  Allowable  Expense  level.' 

The  language  would  reduce  subsidies  to  public  housing  agencies  and  Indian  housing 
authorities  for  vacancies  in  excess  of  3  percent  of  those  units  under  management.  '  ^' 

Community  Partnerships  Against  Crime 

Insert  language  for  a  new  program  to  replace  the  Drug  Elimination  Grants  for  Low-Income 
Housing  program.   New  language  should  be  inserted  as  follows i 

"For  financial   assistance,    and  for  technical   assistance  and  evaluation,    to  carry  out   the 
Community  Partnerships  Against  Crime  program,    $175 ,000,000,    to   remain   available  until 
expended:      Provided,    That    the   foregoing  amount   shall  become  available  only  upon   enactment   of 
authorizing  legislation:     Provided  further.   That   the  unobligated  balances  of  any  amount 
appropriated  under  the  head   'Drug  Elimination   Grants   for  Low-Income  Housing'    in  any  prior 
year,    shall,    upon   enactment   of  such  authorizing  legislation,   be  merged  into  and  made 
available  with   the  amount  appropriated  herein.' 

Severely  Distressed  Public  Housing 

New  language  for  the  Severely  Distressed  Public  Housing  program. 

New  language  is  added  for  a  separate  appropriation  for  the  Severely  Distressed  Public 
Housing  program  authorized  by  section  24  of  the  United  States  Housing  Act  of  1937,  amended  by  the 
Housing  and  Community  Development  Act  of  1992.   This  replaces  language  for  the  program  contained 
in  the  HOPE  account  in  the  1993  Appropriations  Act. 

BOgBRgMBMT  HATIOHAL  MORTGAGK  ASSOCIATIOB 
Guarantees  of  Hortgage-Baclced  Securities  Loan  Guarantee  Program  Account 

Technical  language  to  assure  a  negative  subsidy. 

Language  would  be  included  to  assure  that  the  cost  of  loan  guarantees  in  the  program  shall 
not  exceed  zero,  thereby  resulting  in  a  negative  subsidy. 

COMMOMITt  PLAMHIMG  AMD  DKVELOPMEIIT  PROGRAMS 

Community  Development  Grants 

Delete  portions  of  existing  language  and  insert  new  language. 

Language  making  available  $500  thousand  for  an  "integrated  database  system'    is  proposed  for 
deletion  in  1994. 

The  Budget  proposes  inserting  new  language  to  expand  the  Early  Childhood  Development  Program 
to  include  services  for  families  that  are  homeless  or  at  risk  of  becoming  homeless.   Total 
funding  for  the  program  would  increase  from  $5  million  to  $15  million  in  1994. 

The  Budget  proposes  inserting  new  language  to  include  funding  for  the  Neighborhood 
Development  Program  within  the  appropriation  tor  Community  Development  Grants.   This  would  be 
consistent  with  the  authorizing  legislation.   The  1993  Appropriations  Act  included  funding  for 
the  Neighborhood  Development  Program  within  the  "Special  Purpose  Projects"  of  the  Annual 
Contributions  for  Assisted  Housing  account.   For  1994,  the  proposed  funding  level  is  $5  million. 
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BOMB  Investment  PartnerBhipa  Program 

Delete  portions  of  existing  language. 

The  prior  year  appropriations  language  included  a  provision  to  reduce  the  authorized 
thresholds  for  State  and  local  jurisdictions  participating  in  the  program.   This  provision  is  not 
required  in  1994  since  Section  202  of  the  HCD  Act  of  1992  amended  the  HOME  program's  basic 
authorizing  legislation  (Title  II  of  the  Cranston-Gonzalez  National  Affordable  Housing  Act 
(P.L.  101-625))  to  provide  for  permanent  threshold  reductions  whenever  the  amount  appropriated  in 
a  given  fiscal  year  is  less  than  $1.5  billion.   The  appropriation  request  for  1994  is 
$1.6  billion;  therefore,  the  thresholds  will  not  be  reduced. 

The  1993  Appropriations  Act  included  language,  pertaining  only  to  amounts  appropriated  for 
the  HOME  program  in  fiscal  year  1992  (P.L.  102-139),  which  specifies  that  per  unit  cost  limits 
shall  reflect  actual  development  costs.   This  language  remains  in  effect  and  need  not  be 
reenacted. 

The  1993  language  amended  Section  217(a)  of  P.L.  101-625  to  prescribe  a  minimum  funding 
level  for  Insular  Areas  and  to  require  distribution  of  funds  to  Insular  Areas  based  on  specific 
criteria.   Subsequently,  Section  211  of  the  HCD  Act  of  1992  also  amended  Section  217(a)  for  the 
same  purposes.   These  changes  remain  in  effect  and  need  not  be  reenacted  in  the  1994 
Appropriations  Act. 

Opportunities  for  YOPTH:   Youthbulld  Program 

New  language  is  proposed. 

The  1994  Budget  requests  a  direct  appropriation  for  this  program.   In  1993,  funding  was 
provided  by  the  transfer  of  amounts  from  the  HOPE  Grants  appropriation(s)  pursuant  to 
Section  181(a)  of  the  HCD  Act  of  1992. 

Language  is  also  proposed  to  override  the  requirement  to  transfer  HOPE  Grants  amounts  in 
1994  as  specified  in  Section  181(a). 

HOHKLBSS  PROGRAM 
Supportive  Housing  Program 

Delete  portions  of  existing  language  and  add  new  language. 

The  proposed  language  for  1994  would  change  the  heading  in  the  1993  Appropriations  Act  from 
the  "Trans it ions J  and  Supportive  Housing  Demonstration  Program'    to  the  'Supportive  Housing 
Program."      This  change  is  consistent  with  the  title  of  this  program  in  the  authorizing 
legislation  as  amended  by  Section  1403  of  the  HCD  Act  of  1992. 

New  language  is  proposed  to  fund  two  demonstration  initiatives  in  1994:   up  to  $50  million 
would  be  made  available  for  a  "Safe  Havens"   demonstration;  and  up  to  $20  million  would  be  made 
available  for  a  "Rural   Homeless"   demonstration. 

Shelter  Plus  Care 

Delete  portions  of  existing  language. 

The  1993  Appropriations  Act  included  language  to  merge  balances  from  1992  with  the  1993 
appropriation.  All  Shelter  Plus  Care  appropriations  are  now  within  the  same  account;  merger 
language  is  no  longer  required. 

POLICY  PBVBLOPMKHT  AND  RKSKARCH 
Research  and  Technology 

Delete  portions  of  existing  language. 

The  1993  language  contained  various  set-asides  for:   the  National  Association  of  Home 
Builders  ($1  million);  the  National  Commission  on  Manufactured  Housing  ($1  million);  and  the 
National  Academy  of  Public  Administration  ($1  million).   No  set-asides  are  proposed  for  these 
organizations  in  1994. 

The  1993  language  also  included  a  provision  requiring  that  at  least  $500  thousand  be  used 
for  lead-based  paint  abatement  research.   The  1994  Budget  does  not  propose  similar  language; 
however,  the  Department  does  plan  to  ma)ce  available  additional  resources  to  continue  lead-based 
paint  abatement  research  in  1994. 
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Fair  BouBlnq  activities 

Add  new  language. 

Language  is  proposed  to  make  clear  that  the  set-asides  for  the  separate  FHIP  components, 
which  are  specified  in  the  authorizing  legislation,  do  not  apply  to  the  1994  Appropriation  for 
FHIP.   These  set-asides  are  based  on  a  total  1994  authorization  of  $26  million  whereas  the  1994 
Appropriation  request  is  $16.9  million. 

MTO  APMTWTgmaTIM 


Salaries  and  Kxpeneea 

Delete  portions  of  eacisting  language. 

The  proposed  language  would  delete  provisos  contained  in  the  1993  Appropriations  Act.   These 
deletions  includei   transfers  to  the  Housing  Assistance  Council  and  the  National  American  Indian 
Housing  Council,  and  specific  dollar  and  staff-year  set-asides  for  the  Office  of  Lead-Based  Paint 
Abatement  and  Poisoning  Prevention.   Also  proposed  for  deletion  are  certain  Headquarters 
limitations  for  personnel  compensation  and  travel  expenses. 

Office  of  Federal  Bousing  Bnternriae  Oversight 

Add  new  language. 

The  proposed  new  language  would  appropriate  amounts  to  carryout  oversight  responsibilities 
and  such  amounts  would  be  derived  by  transfer  from  the  regulated  institutions. 

ADMmiSTRATIVE  PROglSIOBS 

Delete  provisions 

The  first  through  the  sixth  paragraphs  are  proposed  for  deletion.   Each  of  these  paragraphs 
pertain  to  specific  projects  or  program  activities  and  need  not  be  reenacted  in  1994. 

The  seventh  paragraph  limits  the  number  of  non-career  Senior  Executive  Service  employees 
to  15.   The  Budget  does  not  propose  reenactment  of  this  limitation  as  it  impinges  on  the 
Secretary's  management  capacity  and  ability  to  ensure  policy  oversight  of  HUD  goals  and  programs. 

The  eight  and  ninth  paragraphs  are  proposed  for  deletion.   Each  of  these  paragraphs  pertain 
to  specific  projects  or  program  activities  and  need  not  be  reenacted  in  1994. 

The  tenth  through  fourteenth  paragraphs  are  proposed  for  deletion.   These  paragraphs, 
amending  the  National  Housing  Act,  included  provisions  relating  to  mortgage  limits,  eligible 
single  family  and  multifamily  projects,  insurance  of  manufactured  homes  and  the  inclusion  of 
charges  and  fees  within  a  mortgage.   These  amendments  are  permanent  and  need  not  be  re-enacted. 

The  fifteenth  paragraph  provides  that  the  Office  of  Lead-Based  Paint  Abatement  and  Poisoning 
Prevention  shall  be  located  within  the  Office  of  the  Secretary.   This  legislation  remains  in 
effect  and  need  not  be  re-enacted. 

The  sixteenth  paragraph  pertains  to  the  1992  Notice  of  Fund  Availability  for  public  housing 
development/major  reconstruction  of  obsolete  projects  and  need  not  be  re-enacted. 

The  seventeenth  through  twenty-first  paragraphs  are  proposed  for  deletion.   Each  of  these 
paragraphs  pertain  to  specific  projects  or  program  activities  and  need  not  be  re-enacted  in  1994. 
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INTERAGENCY  COUNCIL  ON  THE  HOMELESS 

BUDGET      CURRENT  INCREASE  + 

ACTUAL     ESTIMATE     ESTIMATE     ESTIMATE  DECREASE  - 

1992       1993        1993        1994  1994  vs  1993 
( DollarB  in  Thousands ) 

Appropriation  (Budget  Authority)        $1,083     $1,300       $900        $910        +S10 

Obligations 1,016      1,300      1,040         910        -130 

Outlays 1,264      1,300      1,0S4         909         -90 

Staf f ingi 

Full-Time  Permanent  Appointments, 

End  of  Year 10        12        10         10 

Full-time  equiyalents 12.0       12.0       12.0        10.0  -2 

SUMMARY  OF  BUDGET  REQUEST 

The  Interagency  Council  on  the  Homeless  requests  a  1994  appropriation  of  $910  thousand  to 
meet  the  cost  of  Council  Headquarters  staff,  printing,  postage,  and  related  expenses.   Field 
staff  support  will  continue  to  be  provided  on  a  non-reimbursable  basis  by  member  agencies  of  the 
Council. 

FUNDING 

The  following  table  shows  the  actual  obligations  for  1992  and  estimated  obligations  for  1993 
and  1994  for  the  Council  by  object  class. 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1992       1993        1993        1994  1994  VB  1993 
(Dollars  in  Thousands) 

Personal  Services $707  $800  $700  $625  -$7S 

Travel  and  Transportation  of  Persons  74  102  50  50  ... 

Rent,  Communications  and  Utilities..  91  140  118  125  +7 

Printing  and  Reproduction 112  208  162  100  -62 

Other  Services 24  42  5  5  ... 

Supplies  and  Materials 8  8  5  5  ... 

Furniture  and  Equipment ^_i.ij.  __ij^  ^_Lij.  iu.  ±^^ 

Total 1,016  1,300  1,040  910  -130 

1.  CHANGES  FROM  1992  ESTIMATES  INCLUDED  IN  THE  1993  BUDGET 

Actual  1992  obligations  ($1,016  thousand)  were  $140  thousand  less  than  the  estimate 
($1,156  thousand).   This  is  attributable  to  the  deferral  of  several  planned  projects  and  reduced 
expenditures  for  personal  services,  travel,  printing,  and  postage. 

2.  CHANGES  FROM  THE  1993  BUDGET  ESTIMATES 

(Dollars  in  Thousands) 

Budget  estimate  (obligations) $1,300 

Add  1992  Budget  Authority  carryover +140 

Deduct  changes  in  support  costs -400 

Current  1993  estimate  (obligations) 1,040 

The  1993  current  estimate  of  $1,040  thousand  in  1993  is  $260  thousand  lower  than  the 
estimate  in  the  1993  Budget.   This  reflects  the  difference  between  the  1993  Budget  request  and 
actual  appropriations,  offset  partially  by  the  availability  of  the  carryover  balance  from  1992. 

3.  ANALYSIS  OF  INCREASES  AND  DECREASES 


Prior  year  obligations 

Fiscal  year  1994  general  pay  raise 

Changes  in  average  FTE  costs 

Changes  in  rent,  communications  and  utilities 

Changes  in  printing  and  reproduction 

Changes  in  other  services 

Changes  in  other  support  costs 

Total  obligations 


1994 
(Dollars  in  Thousands) 

$1,040 

-75 

+7 

-62 
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Interagency  Council  on  the  HooslaaB 

There  1*  a  decreaae  of  $75  thousand  for  personal  services  in  1994.   The  decrease 
reflects  a  proposed  reduction  of  J  PTB  on  the  Council's  staff. 

Total  support  costs  are  expected  to  decrease  by  $55  thousand  in  1994.   The  changes 
reflect  the  following! 

—  Rent,  coBBBunications  and  utilities  reflects  an  increase  of  $7  thousand  for  1994  due 
to  increased  costs  for  mailing  and  postal  services. 

Printing  and  reproduction  reflects  a  decrease  of  $62  thousand  in  1994  to  correspond 

to  an  anticipated  reduction  in  the  number  of  Council  publications. 

EXPLANATION  OF  OBLIGATIONS  BY  OBJECT  CLASS 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1992       1993        1993        1994  1994  vs  1993 
(Dollars  in  Thousands) 

Personal  Services $707      $800      $700        $625       -$75 

This  funding  provides  for  salaries  and  personnel  benefits  for  a  staff  of  10  PTE.  This 
includes  health  and  life  insurance  and  the  Government's  contribution  to  employee  retirement 
plans. 

BODGET     CURRENT  INCREASE  ♦ 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE  DECREASE  - 

1992       1993        1993        1994  1994  va  1993 
( Dol lars  in  Thousands) 

Travel  and  Transportation 
of  Person $74      $102       $50         $50 

These  funds  represent  the  transportation  of  Government  employees  or  other  persons  who  travel 
under  the  auspices  of  the  Federal  Government,  their  per  diem  allowances  when  in  an  authorized 
travel  status,  and  other  expenses  incidental  to  travel  which  are  to  be  paid  by  the  Council  to 
support  regional  worjcshops,  technical  assistance  and  monitoring  of  the  McKinney  Act  programs, 
including  staff  attendance  at  meetings  and  conferences.   The  Council  pays  the  travel  expenses  of 
the  Regional  Coordinators  who  have  been  detailed  to  the  Council  by  HUD. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

Rent,  Conmunications 
and  Utilities $91      $140      $118        $125         +$7 

These  funds  are  required  to  support  the  Council's  communications  services,  including  postage 
fees  to  be  paid  to  the  U.S.  Postal  Service  for  mailing  brochures,  newsletters,  and  other  printed 
publications  to  the  general  public. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 
Printing  and  reproduction $112      $208      $162        $100       -$62 

This  funding  represents  estimated  costs  for  contractual  printing  and  reproduction  services 
for  the  Council's  newsletters,  brochures,  monthly  bulletins  and  annual  report.   The  Council 
publishes  other  reports  and  printed  matter  as  necessary  to  fulfill  its  responsibilities. 


BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  vs  1993 

(Dollars  in  Thousands) 

Other  Services $35      $42       $5         $5 

These  funds  are  used  for  contracts  to  develop  technical  assistance  materials  used  by 
honeless  assistance  providers.  These  funds  are  also  used  to  provide  ADP  support  to  the  Council 
for  tracking  McKinney  Act  program  grant  awards  for  the  use  of  service  providers  and  State  and 
local  program  managers. 
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BUDGET 

CURRENT 

INCREASE  + 

ACTUAL 

ESTIMATE 

ESTIMATE 

ESTIMATE 

DECREASE  - 

1992 

1993 

1993 

1994 

1994  VE  1993 

Interagency  Council  on  the  Homeless 


(Dollars  in  Thousands) 

Supplies  and  Materials $10        $8        $5  $5 

This  represents  the  cost  of  general  office  supplies  and  materials  required  to  support  staff 
needs  and  the  Council's  operations. 

BUDGET     CURRENT  INCREASE  + 

ACTUAL    ESTIMATE    ESTIMATE    ESTIMATE     DECREASE  - 

1992       1993        1993        1994  1994  vs  1993 
(Dollars  in  Thousands) 


Furniture  and  Equipment. 


This  represents  the  cost  of  furniture  and  equipment  for  the  Council's  operations.   Ho 
expenses  are  expected  in  this  category  in  1994. 

PROGRAM  SUMMARY 

1.  SCOPE  OF  ACTIVITY 

The  Interagency  Council  on  the  Homeless,  authorized  by  Title  II  of  the  Stewart  B. 
McKinney  Homeless  Assistance  Act,  as  amended,  is  an  independent  Federal  agency  comprised  of  the 
heads  of  eleven  Cabinet  departments  and  six  agencies.   The  Council  was  organized  formally  on 
September  29,  1987. 

The  Council  monitors,  evaluates,  and  recommends  improvements  to  Federal  homeless 
assistance  programs;  provides  technical  assistance  to  States,  local  goverxunents,  and  service 
providers  to  stimulate  creative,  collaborative  efforts  in  addressing  homelessness;  and 
distributes  information  on  available  technical  assistance  and  funding  resources  to  public  and 
private  agencies  through  newsletters,  bulletins,  and  special  publications.   The  Council  submits 
an  annual  report  to  the  President  and  Congress  with  information  on  Federal  activities  and 
accomplishments  in  providing  assistance  to  the  homeless,  current  information  on  problems  relating 
to  homelessness,  and  recommendations  for  actions  needed  to  address  identified  problems  and 
needs . 

2.  WORK  OF  THE  COUNCIL 

In  1992,  the  Interagency  Councili 

o  Convened  special  tas)c  forces  and  wor)cing  groups  of  senior  policymakers  to  develop 
policy  and  program  recommendations  to  address  issues  related  to  homelessness. 
Products  included  a  comprehensive  Federal  Plan  to  Help  End  Homelessness  and  major 
report  on  homelessness  and  severe  mental  illiness. 

o  Conducted  five  regional  workshops  to  provide  information  and  technical  assistance  on 
Federal,  State  and  local  programs  to  diverse  audiences  of  more  than  2,500 
organizations  serving  the  homeless. 

o  Distributed  information  to  15,000  organizations  on  funding  schedules  and  application 
deadlines  for  homeless  assistance  programs. 

o  Published  and  distributed  newsletters,  fact  sheets,  and  "how  to"  technical  assistance 
manuals  to  a  variety  of  groups  active  in  helping  the  homeless. 

o  Monitored  and  evaluated  Federal,  State  and  local  governments  and  private  sector 
programs  to  identify  significant  homeless  issues  and  recommended  improvements  to 
policy  representatives. 

o  Continued  to  worlc  with  the  General  Services  Administration  to  make  surplus  food 
available  to  organizations  serving  the  homeless. 

3.  SUMMARY  OF  STAFFING  REQUIREMENTS 


Full-time  permanent 

Appointments,  end  of  year. 
Full-tine  equivalents 


ACTUAL 
1992 

BUDGET     CURRENT 
ESTIMATE    ESTIMATE    ESTIMATE 
1993        1993        1994 

INCREASE  + 

DECREASE  - 

1994  vs  1993 

(Dollars  in  Thousands) 

10 

12 

12        10          10 
12        12          10 

'-2 

No  Staffing  increases  are  proposed  for  1993. 
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Monday,  May  3,  1993. 
FEDERAL  DEPOSIT  INSURANCE  CORPORATION 

WITNESSES 

ANDREW  C.  HOVE,  JR.,  ACTING  DIRECTOR,  FDIC 

STEVEN  A.  SEELIG,  CHIEF  FINANCIAL  OFFICER 

J.  RUSSELL  CHERRY,  ASSOCIATE  DIRECTOR  FOR  BUDGET  AND  CORPO^ 
RATE  PLANNING 

LOUIS  E.  WRIGHT,  VICE  PRESIDENT,  DEPARTMENT  OF  FSLIC  RESOLU- 
TION FUND  RESTRUCTURING,  RTC 

JENNIFER  L.  ECCLES,  SENIOR  FINANCIAL  ANALYST,  DIVISION  OF  RE- 
SEARCH AND  STATISTICS 
MAE  CULP,  DIRECTOR,  OFFICE  OF  EQUAL  EMPLOYMENT 

JACK  TAYLOR,  SENIOR  LIQUIDATION  SPECIALIST,  AFFORDABLE  HOUS- 
ING PROGRAM 

INTRODUCTION  OF  WITNESSES 

Mr.  Stokes.  The  committee  will  come  to  order.  I  would  like  to 
welcome  Mr.  Andrew  C.  Hove,  Jr.,  Acting  Chairman  of  the  Federal 
Deposit  Insurance  Corporation.  Mr.  Hove,  it  is  a  pleasure  to  have 
you  before  this  subcommittee  this  morning. 

Mr.  Hove.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  And  we  would  like  to  afford  you  an  opportunity  at 
this  time  to  introduce  your  associates. 

Mr.  Hove.  Thank  you  very  much,  Mr.  Chairman,  and  Members 
of  the  subcommittee.  I  appreciate  the  opportunity  to  discuss  with 
you  our  fiscal  year  1994  appropriations  request.  I  am  accompanied 
here  today  by  Steve  Seelig  on  my  left.  Steve  is  the  Director  of  the 
FDIC's  Division  of  Finance  and  our  Chief  Financial  Officer. 

On  my  right  is  Russ  Cherry,  the  Division's  Associate  Director  for 
Budget  and  Corporate  Planning,  and  on  the  far  left,  Lou  Wright, 
Vice  President  for  FSLIC  Resolution  Fund  Restructuring  Transac- 
tions at  the  Resolution  Trust  Corporation. 

Overview 

We  have  prepared  a  detailed  written  statement  on  our  appropria 
tions  request.  In  the  interest  of  time,  I  will  submit  that  testimon; 
for  the  record  and  will  focus  my  brief  oral  statement  on  our  r€ 
quest  for  an  appropriation  of  $1,326  billion  to  meet  the  continuin 
obligations  of  the  former  Federal  Savings  and  Loan  Insurance  Coj 
poration. 

This  request  is  made  solely  to  ensure  that  these  obligations  ( 
the  Federal  Government,  obligations  that  are  now  several  yeai 
old,  will  be  met  as  they  come  due.  You  might  ask,  how  did  the$ 
obligations  come  about?  As  my  written  testimony  describes  i 

a) 
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detail,  all  the  assets  and  liabilities  of  the  former  FSLIC  were  trans- 
ferred to  the  FSLIC  Resolution  Fund  in  1989. 

We  were  given  the  responsibility  of  managing  the  FSLIC  Resolu- 
tion Fund.  Our  appropriation  request  is  necessary  to  cover  obliga- 
tions from  the  former  Federal  Savings  and  Loan  Insurance  Corpo- 
ration. And  since  1989,  we  have  made  considerable  progress  in  liq- 
uidating the  assets  and  winding  up  the  obligations  we  inherited. 

FSUC  RESOLUTION  FUND  PROGRESS 

You  might  ask,  how  much  progress?  In  late  1989,  the  FSLIC  Res- 
olution Fund  acquired  roughly  $14  billion  in  assets  resulting  from 
failed  savings  and  loans.  We  have  liquidated  almost  $9  billion  of 
those  assets  and  now  hold  about  $5  billion.  Further,  we  inherited 
202  assistance  agreements  entered  into  by  the  former  FSLIC,  in- 
cluding those  agreements  known  as  the  1988  deals. 

The  Resolution  Trust  Corporation  was  given  responsibility  to  re- 
negotiate those  deals  entered  into  in  1988.  Thanks  to  the  previous 
appropriations,  we  are  pleased  to  announce  that  the  RTC  has  virtu- 
ally completed  this  effort.  In  the  renegotiation  process,  the  RTC 
achieved  present  value  savings  for  the  taxpayer  that  will  range 
from  roughly  $1.4  billion  to  approximately  $3.1  billion,  depending 
upon  the  use  of  the  tax  benefits  that  are  associated  with  these 
agreements. 

In  1989,  all  of  the  assistance  agreements  covered  $58  billion  in 
assets.  We  have  reduced  covered  assets  to  $8.23  billion. 

As  a  result  of  our  progress  and  a  reflection  of  it,  our  FSLIC  Reso- 
lution Fund  appropriation  request  for  fiscal  year  1994  is  down  con- 
siderably from  our  fiscal  years  1992  and  1993  appropriations  re- 
quests of  $15.9  billion  and  $2.6  billion  respectively.  And  although 
modest  appropriation  requests  are  likely  to  continue,  the  $1,326  bil- 
lion we  are  now  requesting  will  bring  us  closer  to  finishing  the  job 
of  cleaning  up  the  obligations  that  were  created  by  the  FSLIC. 

Precisely  how  much  closer  is  hard  to  say.  It  is  tough  to  make  pro- 
jections because  revenues  and  disbursements  under  assistance 
agreements  can  vary.  For  example,  we  had  hoped  that  by  fiscal 
year  1994  the  FSLIC  Resolution  Fund  would  have  been  self-fund- 
ing. Our  projection  was  premised  on  negotiating  the  prepayment  of 
a  particularly  large  note.  As  my  written  statement  explains,  this 
effort  was  unsuccessful.  Therefore,  the  obligation  continues  to  re- 
quire funds.  Even  so,  we  are  clearly  nearing  the  end  of  the  job. 

BANK  ENTERPRISE  ACT  AND  AFFORDABLE  HOUSING 

Mr.  Chairman,  my  written  testimony  also  briefly  highlights  the 
progress  the  Resolution  Trust  Corporation  has  made  toward  realiz- 
ing savings  from  expenditure  of  prior  years'  appropriations.  I  also 
touch  on  the  aspects  of  the  Federal  Deposit  Insurance  Corporation 
Improvement  Act  that  are  subject  to  appropriations:  Our  Afford- 
able Housing  Program  and  Section  231,  termed  the  Bank  Enter- 
prise Act.  I  welcome  your  questions. 

In  closing,  on  behalf  of  the  FDIC,  I  want  to  thank  the  subcom- 
mittee for  the  previous  appropriations  that  enable  us  to  address 
our  FSLIC  obligations.  Your  support  is  very  much  appreciated.  I 
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know  that  you  join  us  in  looking  forward  to  the  day  when  that 
cleanup  is  completed. 

Thank  you  very  much. 

Mr.  Stokes.  Thank  you,  Mr.  Hove.  We  appreciate  your  summari- 
zation of  your  statement  and  without  objection,  your  entire  state- 
ment will  be  placed  in  the  record  at  this  point. 

Mr.  Hove.  Thank  you. 

[The  information  follows:] 
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Mr.  Chairman  and  meinbers  of  the  Subcommittee,  I  am 
pleased  to  have  the  opportunity  to  address  the  fiscal 
year  1994  appropriation  request  of  $1,326  billion  to 
meet  the  continuing  obligations  of  the  former  Federal 
Savings  and  Loan  Insurance  Corporation  (FSLIC) .   In 
addition,  I  will  briefly  highlight  the  progress  the 
Resolution  Trust  Corporation  has  made  toward  realizing 
savings  from  expenditure  of  prior  years'  appropriations. 
I  also  will  touch  on  aspects  of  the  Federal  Deposit 
Insurance  Corporation  Improvement  Act  that  are  subject 
to  appropriation. 

HISTORY  OF  THE  FRF 

In  order  to  manage  the  savings  and  loan  crisis,  the 
Financial  Institutions  Reform,  Recovery,  and  Enforcement 
Act  (FIRREA) ,  among  many  things,  established  the 
Resolution  Trust  Corporation  (RTC) ,  the  FSLIC  Resolution 
Fund  (FRF)  and  the  Savings  Association  Insurance  Fund 
(SAIF) .   All  assets  and  liabilities  of  the  former  FSLIC 
were  transferred  to  the  FSLIC  Resolution  Fund.   This 
includes  all  liabilities  arising  under  the  financial 
assistance  agreements  and  all  FSLIC  related  litigation. 

The  government's  obligation  for  future  savings 
association  failures  was  transferred  to  the  RTC  until 
September  30,  1993  and  the  RTC  must  terminate  its 
operations  on  or  before  December  31,  1996.   The  SAIF  was 
created  to  replace  the  FSLIC  and  will  be  available  to 
protect  depositors  in  savings  associations  that  fail 
after  September  30,  1993. 

The  FSLIC  Resolution  Fund  was  established  to  cover  the 
net  liabilities  of  the  old  FSLIC.   The  appropriations  we 
request  are  made  solely  to  ensure  that  the  obligations 
of  the  Federal  Government,  obligations  that  are  now 
several  years  old,  are  met  as  they  come  due. 

Operationally,  the  relationship  of  the  FSLIC  Resolution 
Fund  to  the  Federal  Deposit  Insurance  Corporation  is 
unusual  and  complex.   Under  the  law,  the  FDIC  has 
responsibility  for  the  fund  but  the  Resolution  Trust 
Corporation  has  the  authority  for  renegotiating 
assistance  agreements  and  notes  that  have  come  to  be 
known  as  the  "1988  deals." 

All  assistance  agreements  were  entered  into  by  the 
former  FSLIC  under  Section  406(f)  of  the  National 
Housing  Act  and  were  approved  by  the  former  Federal  Home 
Loan  Bank  Board.   Assistance  transactions  were  done  to 
facilitate  the  acquisition  of  failed  or  failing  thrifts. 
The  impetus  for  the  Bank  Board's  use  of  assisted 
transactions  was  the  lack  of  liquidity  in  the  FSLIC 
insurance  fund. 
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DESCRIPTION  OF  FRF  ASSISTANCE  AGREEMENTS 

In  sum,  an  assistance  agreement  is  a  contract  between 
the  FSLIC  Resolution  Fund,  as  successor  to  the  FSLIC, 
and  an  acquirer  which  specifies  procedures  and  actions 
the  acquirer  must  teJce  prior  to  incurring  major  expenses 
or  losses  that  are  to  be  reimbursed  by  the  FSLIC 
Resolution  Fund.   Typically,  these  agreements  would 
include  some,  but  not  all,  of  the  following  provisions: 

o  Payment  in  cash,  or  with  a  note,  to  cover  all  or  a 
negotiated  amount  of  the  negative  net  worth  of  the 
failed  institution (s) ; 

o  Capital  loss  coverage  which  provides  payment  for  the 
difference  between  book  value  and  net  sales  proceeds 
on  "covered  assets."  The  amount  and  nature  of 
covered  assets  is  identified  in  each  agreement; 

o  Yield  subsidies,  which  ensure  a  defined  level  of 
return  on  covered  assets; 

o  Indemnifications  to  the  acquirer  for  legal  expenses 
in  connection  with  lawsuits  against  the  failed 
institution  or  other  contingencies; 

o  Loss-sharing  arrangements  in  which  the  acquirer  bears 
a  percentage  of  loss  upon  disposition  of  covered 
assets; 

o  Gain-sharing  arrangements,  in  which  a  percentage  of 
gain  realized  on  the  sale  of  covered  assets  above 
some  benchmark,  are  provided  as  an  incentive  to  the 
acquirer  to  obtain  the  maximum  price  for  covered 
assets; 

o  Tax  benefit  sharing  provisions  that  arise  from  the 
acquirers'  use  of  preacquisition  net  operating  losses 
(NOLs)  as  well  as  other  tax  features  of  the 
agreements . 

o  Buy  out  options  under  which  the  FDIC  may  elect  to 
purchase  covered  assets; 

o  Warrants  which  entitle  the  FSLIC  Resolution  Fund  to 
share  in  any  increase  in  value  in  the  assisted 
thrift.   In  some  instances,  this  also  may  include 
sharing  in  earnings; 

o  Mark-to-market  coverage  which  may  reimburse  the 
acquirer  for  the  difference  between  book  and  fair 
market  value  of  remaining  covered  assets  when  the 
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agreement  terminates  or  for  goodwill  established  for 
assets  that  are  not  covered. 

FDIC  RESPONSIBILITIES  FOR  THE  FRF 

Under  FIRREA,  the  physical  assets  acquired  by  FSLIC  from 
the  closure  of  failed  thrifts  were  assigned  to  the  FDIC 
for  collection.   In  addition,  the  FDIC  was  assigned 
responsibility  for  the  administration  of  202  assistance 
agreements  with  operating  institutions.  The 
responsibility  for  administering  the  agreements  was 
delegated  by  the  FDIC  to  the  Resolution  Trust 
Corporation  between  January  1991  and  October  1992  since 
the  RTC  was  required  by  law  to  renegotiate  many  of  these 
transactions.   With  the  virtual  conclusion  of  the  RTC's 
renegotiation  efforts,  the  management  of  these  functions 
was  reassigned  to  the  FDIC  Division  of  Resolutions. 

Considerable  progress  has  been  made  in  winding  up  the 
obligations  and  liquidating  the  assets  inherited  from 
the  FSLIC.  When  we  acquired  responsibility  for  these 
assistance  agreements  in  late  1989,  there  were  202 
assistance  agreements  outstanding  with  FSLIC  notes 
totalling  nearly  $20  billion  and  covered  assets 
totalling  about  $58  billion.  At  fiscal  year  end  1992, 
101  agreements  remained  with  only  47  of  these  considered 
active,  within  the  47  active  cases,  only  $9.3  billion 
of  covered  assets  remained  as  of  September  30,  1992. 
Through  December  31,  1992,  another  $1  billion  in  covered 
assets  have  been  disposed  of  bringing  the  balance  down 
to  $8.3  billion.   During  calendar  year  1993,  another  21 
active  agreements  will  be  terminating  according  to  their 
contractual  terms.  The  remaining  54  inactive  cases 
involve  contractually  required  coverage  of  certain 
indemnifications  (primarily  litigation)  provided  in  the 
original  agreements. 

ASSETS  IN  LIQUIDATION 

The  FDIC,  as  manager  of  the  FRF,  acquired  from  FSLIC 
roughly  $14  billion  in  assets  resulting  from  failed 
savings  and  loans.  The  volume  of  FSLIC  Resolution  Fund 
assets  held  by  the  FDIC  has  been  reduced  from  $14 
billion  to  about  $5.2  billion  as  of  December  31,  1992. 
We  estimate  that  approximately  $3  billion  in  cash 
generated  by  the  sale  of  these  assets  will  serve  to 
reduce  the  amount  of  future  appropriations. 

ASSISTANCE  AGREEMENTS  WITH  OPERATING  INSTITUTIONS 

In  prior  year's  testimony,  the  RTC  outlined  several 
steps  that  could  be  taken  in  our  efforts  to  lower  the 
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overall  cost  of  the  assistance  agreements:  (1) 
prepayment  of  FSLIC  promissory  notes;  (2)  renegotiation 
of  the  largest  agreements  where  possible;  (3)  repurchase 
of  covered  assets  and  the  placement  of  these  assets  with 
other  managers  where  cost  effective;  (4)  buyout  of 
smaller  agreements  to  save  administrative  costs;  and  (5) 
further  note  prepayments  and  covered  asset  write-downs 
with  any  remaining  appropriated  funds. 

Through  the  appropriation  of  additional  funds  in  fiscal 
years  1991  through  1993,  the  RTC  implemented  the 
cost-savings  plan.   We  are  pleased  to  report  that  the 
RTC  has  essentially  completed  its  renegotiation  efforts. 
During  fiscal  years  1991  and  1992  and  through  February 
28  of  fiscal  year  1993,  the  RTC,  on  behalf  of  the  FSLIC 
Resolution  Fund,  took  the  following  cost-saving  steps: 
1)  prepaid  notes  aggregating  $18.4  billion;  2)  continued 
to  prepay  the  New  West/American  Savings  Bank 
intercompany  note  at  the  earliest  contractual 
opportunity;  and  3)  directed  the  write  down  of  $5.1 
billion  in  covered  assets. 

In  addition,  the  RTC  made  significant  progress  in 
renegotiating  the  96  separate  1988  FSLIC  assistance 
agreements  for  which  the  FSLIC  Resolution  Fund  had  a 
continuing  obligation.   Renegotiations  have  been 
completed  on  all  but  one  1988  agreement.   Attached  is  a 
schedule  which  shows  the  outlays  expended  in  these 
activities  through  January  31,  1993  together  with 
estimates  of  the  present  value  savings  achieved  to  date. 
These  savings  range  from  roughly  $1.4  billion  to  the 
government  as  a  whole  before  tax  benefits,  to  $3.1 
billion,  assuming  full  use  of  tax  benefits  in  the  period 
generated. 

Current  efforts  to  reduce  the  cost  of  these  assistance 
agreements  include:  facilitating  terminations,  resolving 
disputes  with  assisted  institutions,  effecting  the  final 
resolution  of  outstanding  obligations  of  the  inactive 
agreements,  and  continuing  to  monitor  and  meet  the 
obligations  of  the  remaining  agreements  at  a  minimum 
cost  to  the  taxpayer.   As  the  FRF  obligations  decline, 
so  too  does  the  cost  associated  with  the  FDIC's 
administrative  responsibilities  as  they  relate  to  this 
fund.   Therefore,  we  anticipate  reduced  FRF 
administrative  costs  in  the  future. 


REMAINING  FISCAL  YEAR  1993  APPROPRIATION 

For  fiscal  year  1993,  the  FSLIC  Resolution  Fund 
anticipates  gross  cash  disbursements  of  about  $5 
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billion.  This  will  consist  of  fiscal  year  1993 
appropriations  of  $2,622  billion  and  the  collection 
proceeds  from  receivership  assets  and  miscellaneous 
receipts  of  approximately  $966  million,  in  addition  to  a 
carryover  of  about  $1.4  billion  in  obligated 
appropriations  from  fiscal  year  1992. 

FISCAL  YEAR  1994  APPROPRIATION 

Appropriations  for  the  FSLIC  Resolution  Fund,  unlike 
most,  are  not  composed  of  specific  line  items  subject  to 
separate  analysis  and  funding  decisions.   Rather,  the 
request  calls  for  a  single  line  item  driven  by  economic 
estimates,  and  a  pace  of  doing  business  by,  and  with, 
holders  of  major  assistance  agreements.   The  required 
funding  is  the  difference  between  other  FSLIC  Resolution 
Fund  funding  sources,  principally  collections  from  the 
sale  of  the  Fund's  assets,  and  the  obligations  due  for 
payment  during  the  fiscal  year. 

Because  the  renegotiation  process  will  be  completed 
before  fiscal  1994,  the  timing  of  the  remaining 
contractual  obligations  of  FRF  should  not  significantly 
change.   There  are  however,  variables  within  assistance 
agreements  that  may  cause  future  payments  to  vary  from 
present  estimates.   The  amount  of  payments  may  vary  as 
the  result  of  interest  rates  changes,  the  loss  on 
covered  assets  and  other  similar  variables  that  impact 
the  liability  of  the  FRF.   In  addition,  the  outcome  in 
1993  of  the  remaining  renegotiation  may  impact  the 
amount  and  timing  of  the  payments  on  FRF's  present 
obligations. 

Based  on  our  current  estimates,  FRF  will  need  fiscal 
year  1994  appropriations  of  $1,326  billion.   This  is 
down  considerably  from  our  1992  and  1993  appropriation 
requests  of  $15.9  and  $2.6  billion  respectively.   We 
anticipate  total  cash  needs  of  approximately  $2.3 
billion  for  fiscal  year  1994.   This  will  be  covered  by 
cash  receipts  of  approximately  $776  million  from  the 
liquidation  of  assets  and  other  sources  in  fiscal  year 
1994,  our  appropriation  request  $1,326  billion  and  the 
carry  over  of  obligations  of  about  $300  million  from 
fiscal  1993  appropriations. 

In  our  fiscal  year  1993  appropriation  hearings,  we 
indicated  that  FRF  could  be  close  to  self  funding  in 
fiscal  year  1994.  However,  we  also  indicated  that  our 
analysis  depended  on  factors  that  are  not  totally  within 
our  control  —  such  as  the  strength  of  the  economy  and 
the  market  value  and  liquidity  of  FSLIC  Resolution  Fund 
receivership  assets.   In  addition,  that  premise  was 
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built  on  the  basis  of  our  appropriation  request  of  $15.9 
billion  for  fiscal  year  1992  and  a  request  of  $6.7 
billion  for  fiscal  year  1993.   These  requests  were  based 
on  the  expected  timing  of  certain  large  FRF  obligations. 
In  fiscal  year  1992,  we  had  hoped  to  be  able  to  prepay 
the  "New  West  Note"  and  had  requested  $6.5  billion  for 
that  purpose.   Negotiations  were  protracted  and  extended 
beyond  fiscal  year  1992.   Instead  of  prepaying  the  New 
West  note,  the  RTC  was  able  to  pay  off  three  smaller 
notes.   These  notes  did  not  require  the  full  $6.5 
billion  that  was  planned  and  as  a  result  $1.6  billion  of 
our  fiscal  year  1992  appropriations  lapsed. 

The  New  West  negotiations  are  continuing  and  were  again 
planned  for  in  fiscal  year  1993.   At  the  time,  after  the 
maximum  payments  allowed  under  the  note  were  made,  the 
anticipated  funding  necessary  to  prepay  was  about  $4 
billion.   Negotiations  did  not  result  in  accelerated 
prepayment  rights  subsequent  to  our  testimony  last  year 
and  our  actual  1993  appropriation  was  reduced  to  $2.6 
billion.   The  New  West  obligation  must  still  be  paid  in 
subsequent  years,  giving  rise  to  our  modest 
appropriations  request  for  fiscal  year  1994. 

PROVISIONS  OF  THE  FDIC  IMPROVEMENT  ACT 

We  will  comment  briefly  on  the  FDIC's  progress  in 
implementing  two  programs  created  by  the  House  Banking 
Committee  and  authorized  by  the  Federal  Deposit 
Insurance  Corporation  Improvement  Act  of  1991.   Both 
programs  are  subject  to  appropriations. 

FDIC  AFFORDABLE  HOUSING 

As  you  are  aware,  the  FDIC  Improvement  Act  of  1991 
required  the  Corporation  to  implement  an  Affordable 
Housing  Program  upon  appropriation  of  funds  by  Congress. 
This  legislation  authorized  appropriations  of  up  to  $30 
million  to  reimburse  the  FDIC  for  losses  on  properties 
with  additional  funds  available  for  any  additional 
administrative  expenses  associated  with  running  the 
program.   For  fiscal  year  1993,  $5  million  was 
appropriated . 

In  spite  of  limited  funding,  we  have  made  a  substantial 
effort  to  comply  with  the  letter  and  spirit  of  the  law 
and  accommodate  low-and  moderate- income  purchasers  of 
our  properties.   Over  the  last  year,  we  have  succeeded 
in  implementing  a  nationwide  program  and  have  worked 
affectively  with  state  and  federal  agencies,  non-profits 
and  financing  sources  such  as  banks.   Notably,  the  FDIC 
(forked  with  a  consortium  of  New  England  banks, 


607 


coordinated  by  the  Massachusetts  Banking  Association,  to 
conduct  three  affordable  housing  auctions.   The 
consortium  banks  provided  financing  on  many  FDIC  sales. 

The  success  of  the  program  was,  in  large  part,  made 
possible  by  the  Congress  allowing  the  FDIC  to  modify  the 
statutory  program  to  allow  a  more  cost-effective 
administration  of  the  program.   Without  this  discretion, 
the  FDIC  had  projected  administrative  costs  for  the 
program  to  run  as  high  as  $6.5  million.   Under  the 
current  program,  only  $2  million  is  anticipated  to  be 
spent  on  administration  of  this  nationwide  program. 

Prior  to  receiving  the  fiscal  year  1993  appropriation, 
the  FDIC  voluntarily  implemented  a  limited  program  on 
March  31,  1992,  restricting  the  sale  of  eligible  single- 
family  and  condominium  property  for  180  days  to 
households  with  incomes  less  than  115%  of  the  area's 
median  income  as  adjusted  for  family  size.   Non-profits 
and  government  agencies  were  also  eligible  to  purchase 
these  properties  if  they  would  use  the  purchased 
properties  as  affordable  housing.   Since  no  funds  were 
appropriated,  the  program  was  run  on  a  cost  neutral 
basis.  In  calendar  year  1992,  under  the  voluntary 
program,  the  FDIC  sold  705  housing  units  to  qualified 
purchasers  for  $20.8  million. 

In  October  1992,  Congress  appropriated  $5  million  for 
losses  and  administrative  expenses  associated  with  the 
program.   Because  the  funding  was  less  than  originally 
anticipated,  the  funding  legislation  allowed  the  FDIC  to 
modify  the  program  in  a  manner  which  would  best  utilize 
the  limited  amount  of  funds.   The  modified  program  is, 
in  most  respects,  similar  to  the  voluntary  program 
implemented  in  March.   The  primary  difference  in  the 
appropriated  program  is  that  the  FDIC  provides  rebates 
or  discounts  in  an  amount  of  up  to  ten  percent  of  the 
sales  price  as  assistance  to  qualified  purchasers.   This 
subsidy  can  be  used  in  a  number  of  ways:   (1)  two-to-one 
matching  of  down  payment  money  (e.g.,  a  buyer  who  can 
contribute  $1,500  would  be  eligible  for  an  additional 
$3,000  from  the  FDIC  to  be  applied  to  the  down 
payment.);  (2)  to  cover  necessary  rehabilitation;  (3)  to 
buy  down  mortgage  points  and  to  cover  closing  cost;  (4) 
to  cover  costs  for  any  required  buyer  counseling;  or  (5) 
for  direct  discounts  on  purchases. 

As  of  February  29,  1993,  under  the  appropriated  program, 
the  FDIC  has  sold  an  additional  468  housing  units  to 
qualified  purchasers  consisting  of  268  1-4  family 
residences  and  200  units  in  a  single  room  occupancy 
facility.   $1.1  million  in  rebates  and  discounts  are 
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conunltted  for  these  sales.   Given  these  results,  we 
anticipate  that  the  FDIC  can  provide  assistance  on  the 
sale  of  over  700  housing  units,  representing  sales  of 
about  $30  million,  during  fiscal  year  1993. 

The  FDIC  can  effectively  utilize  any  funds,  up  to  the 
authorized  $30  million,  appropriated  for  the  upcoming 
1994  fiscal  year.   Additional  money  could  be  used  for 
sales  of  multi-feunily  properties  which  cannot  be 
supported  under  current  appropriations  levels.   The 
discounts  associated  with  a  multi-feunily  program  could 
easily  meet  or  exceed  the  $30  million  authorized  for  the 
program.   Also,  additional  subsidies  could  be  used  to 
provide  more  assistance  to  low-and  moderate- income 
purchasers  of  single  family  properties.   Assuming  that 
the  FDIC  can  retain  the  flexibility  to  modify  the 
program,  any  level  of  funding  up  to  the  authorized 
eUQount  could  be  used  effectively. 

BANK  ENTERPRISE  ACT 

Section  231  of  the  FDIC  Improvement  Act  of  1991,  termed 
the  "Bank  Enterprise  Act",  is  designed  to  encourage 
Insured  depository  institutions  to  provide  deposit  and 
loan  services  to  economically  disadvantaged  borrowers 
and  communities  through  reductions  in  FDIC  insurance 
premiums.   The  specific  programs  authorized  are:   (1) 
reduced  assessment  rates  for  Insured  depository 
institutions  offering  "lifeline"  accounts;  and,  (2) 
community  enterprise  assessment  credits  ("CEACs") 
towards  deposit  Insurance  premivims  for  insured 
depository  institutions  making  loans  and  taking  deposits 
in  distressed  communities. 

The  FDIC  does  not  have  sufficient  data  to  permit  a 
precise  estimate  of  the  costs  of  these  programs  because 
the  cost  would  vary  depending  on  the  response  by 
consiimers  and  depository  institutions  to  these  programs. 
To  Illustrate  this,  approximately  $3.2  trillion  is  held 
in  domestic  deposits  at  FDIC-lnsured  institutions, 
including  both  commercial  banks  and  thrift  institutions. 
For  each  one  percent  of  deposits  attributed  to  lifeline 
accoxints,  the  assessments  2unount  to  $74  million  per 
year,  based  on  a  deposit  insurance  premlvim  of  23  basis 
points.   With  a  50  percent  assessment  credit,  the  cost 
of  each  one  percent  deposit  share  amounts  to  $37  million 
per  year.   Consumer  use  of  lifeline  accounts  will  depend 
on  how  the  accounts  are  defined  and  whether  the  reduced 
assessment  is  sufficient  to  make  offering  such  accounts 
cost  effective. 
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Community  Enterprise  Assessment  Credits  are  generated 
from  increases  in  loans  made  to  distressed  communities. 
Furthermore,  institutions  with  branches  in  distressed 
communities  can  earn  credits  for  increases  in  any 
deposits  taken,  and  any  loans  or  other  investments  made 
within  distressed  communities  by  those  branches.   The 
amount  of  this  credit  varies  depending  on  whether  an 
institution  meets  the  criteria  to  qualify  as  a  community 
development  organization.   Without  such  qualification, 
the  assessment  credit  can  be  as  high  as  5  percent  of  the 
increase  in  loans  made  plus  the  increase  in  deposits 
taken,  except  deposits  that  exceed  the  volume  of  loans 
made  are  not  counted.   The  credit  can  be  as  high  as  15 
percent  for  institutions  that  qualify  as  community 
development  organizations.   The  total  credit  for  an 
institution  is  subject  to  a  cap  of  20  percent  of  total 
assessments  or  50  percent  of  total  assessments  for  a 
qualified  community  development  organization. 

For  example,  a  bank  that  qualified  as  a  community 
development  organization  could  receive  a  $15,000  credit 
for  each  $100,000  increase  in  qualifying  loans.   If  the 
bank  also  increased  qualifying  deposits  by  the  same 
amount  it  could  receive  an  additional  credit  of  another 
$15,000.   The  impact  of  these  incentives  could  be 
substantial  with  the  limits  imposed  on  total  assessment 
credits  being  the  binding  constraint. 

On  October  6,  1992,  Congress  provided  $1  million  in 
appropriations  to  cover  fiscal  year  1993  costs  incurred 
by  the  FDIC  and  other  designated  government  agencies  for 
beginning  preliminary  study,  design  and  development  for 
programs  authorized  by  the  Bank  Enterprise  Act  (BEA) . 

Specifically,  the  funding  was  to  cover  estimated 
administrative  expenses  for  issuing  minimum  requirements 
and  guidelines  for  the  two  BEA  programs.   The 
appropriation  did  not  provide  funding  to  offset 
assessment  credits  to  depository  institutions  offering 
lifeline  accounts  or  increased  lending  to  distressed 
communities.   The  funds  were  provided  to  the  FDIC  only 
because  the  CEAC  Board  had  not  been  organized  and  the 
FDIC  along  with  the  Federal  Reserve  Board  are 
responsible  for  developing  the  lifeline  account  concept. 

In  the  interim,  the  FDIC  has  established  a  billing 
system  to  capture  BEA-related  costs  incurred  by  staff  at 
the  FDIC  and  other  Federal  agencies  who  are  identifying 
and  studying  relevant  issues.   Reimbursement  will  be 
limited  to  $1  million  in  fiscal  year  1993.   However,  no 
funds  have  been  disbursed  yet. 
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The  BEA  established  the  CEAC  Board  and  charged  it  with 
issuing  guidelines  that  would  permit  the  prompt 
commencement  of  progreun  operations  should  Congress 
provide  funding  in  future  years  for  reduced  deposit 
insurance  assessments  and  assessment  credits. 
The  CEAC  Board  is  to  be  comprised  of  the  Secretary  of 
the  Department  of  Housing  and  Urban  Development  and  the 
Chairman  of  the  FDIC,  plus  two  Presidential  appointees 
representing  community  organizations,  and  chaired  by  the 
Secretary  of  the  Treasury.   The  FDIC  has  written  to  the 
Secretary  of  the  Treasury  to  request  the  expeditious 
organization  of  the  CEAC  Board.   However,  the 
Presidential  appointments  have  not  yet  been  made. 

In  the  meantime,  the  FDIC  established  an  interagency 
working  group  to  discuss  and  identify  issues  which  could 
be  affected  by  the  legislation.   The  group  met  with 
Congressional  staff  on  several  occasions  to  correct 
deficiencies  in  the  original  language  and  discussed 
going  ahead  with  working  on  related  projects  to  the 
extent  it  could  without  a  CEAC  Board.   FDIC  staff  is 
working  with  the  other  regulatory  agencies  to  draft 
joint  regulations  to  define  key  terms  and  stipulate 
procedures  for  the  identification  and  designation  of 
qualified  distressed  communities  by  insured  depository 
institutions  (a  necessary  step  in  order  to  be  eligible 
for  CEACs) .   However,  action  on  assessment  credits  for 
qualifying  activities  relating  to  distressed  communities 
cannot  go  forward  until  the  CEAC  Board  is  established 
and  functioning. 

The  definition,  guidelines  and  policies  with  regard  to 
lifeline  accounts  are  being  formulated  now  and  should  be 
ready  for  Federal  Reserve  System  and  FDIC  Board  review 
by  early  summer.   A  60-*day  comment  period  is  proposed 
before  finalizing  the  requirements. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   I 
would  be  happy  to  respond  to  any  questions  that  you  may 
have. 
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RENEGOTIATION  PROGRESS 

Mr.  Stokes.  The  Federal  Deposit  Insurance  Corporation  requests 
$1,326  billion  for  the  FSLIC  Resolution  Fund,  $5.26  million  for  the 
Affordable  Housing  Program.  FDIC  also  requests  $17  billion  for  a 
one-time  capitalization  of  the  Savings  Association  Insurance  Fund, 
SAIF,  in  fiscal  year  1993. 

Appropriations  for  the  new  Savings  Association  Insurance  Fund 
will  fall  under  the  jurisdiction  of  this  committee.  The  Congress  cre- 
ated the  FSLIC  Resolution  Fund  to  pay  for  the  liabilities  of  the  old 
Federal  Savings  and  Loan  Insurance  Corporation.  The  Resolution 
Trust  Corporation,  to  reduce  the  cost  of  these  liabilities,  renegotiat- 
ed many  of  the  old  FSLIC  assistance  agreements. 

The  FDIC  is  now  near  the  completed  renegotiation  process.  Is  the 
renegotiation  process  responsible  for  most  of  the  uncertainty  in 
FSLIC  Resolution  Fund  appropriations? 

Mr.  Hove.  Yes.  Let  me  ask  Lou  Wright 

Mr.  Stokes.  Mr.  Wright. 

Mr.  Hove  [continuing].  To  respond  to  that,  please. 

Mr.  Wright.  The  RTC's  renegotiation  effort  certainly  was  an  un- 
known in  the  previous  appropriations  requests  and  the  subcommit- 
tee has  been  very  generous  in  providing  more  money  than  we  actu- 
ally used.  In  addition  to  the  renegotiation  effort,  these  liabilities 
depend  upon  interest  rates,  the  recoveries  on  the  assets  which  are 
guaranteed  or  were  guaranteed  by  the  former  FSLIC,  and  also  the 
timing  of  the  recognition  of  these  losses. 

Many  of  the  larger  agreements  were  for  10  years  and  it  is  hard 
to  estimate  when  the  liabilities  are  coming  due  over  those  10  years. 
But  the  short  answer  is  yes,  the  RTC's  use  of  the  funds  was  the 
principal  uncertainty. 

Mr.  Stokes.  Mr.  Taylor  stated  last  year  that  the  FSLIC  Resolu- 
tion Fund  would  be  close  to  self-funding  in  fiscal  year  1994.  Will 
the  FSLIC  Resolution  Fund  be  self-financing  in  fiscal  year  1995? 

Mr.  Hove.  We  had  hoped  that  the  fund  would  be  self-funding  in 
this  year.  However,  we  were  unable  to  renegotiate  the  New  West 
agreement,  and  let  me  ask,  again,  Mr.  Wright  to  further  respond  to 
your  question. 

Mr.  Stokes.  Mr.  Wright. 

Mr.  Wright.  Last  year,  part  of  the  appropriation  was  to  request 
approximately  $6  billion  to  pay  off  an  obligation  with  the  New 
West-American  Savings  Bank  Assistance  Agreement. 

We  were  unable  to  renegotiate  that  agreement.  The  premiums 
requested  were  just  too  high  to  justify  the  use  of  cash.  Each  year, 
the  FSLIC  Resolution  Fund  can  prepay  approximately  $1.6  billion 
of  that  note.  The  funding  needed  for  fiscal  year  1994  is  essentially 
what  we  would  use  to  make  the  prepayments  on  this  one  note.  So  if 
we  had  been  successful  in  prepaying  last  year,  there  would  not  be  a 
request  for  funds. 

appropriations  estimates 

Mr.  Stokes.  We  were  going  to  ask  you  to  also  provide  for  the 
record  a  projection  of  appropriation  requirements  for  the  next  five 
years. 
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The  Savings  Association  Insurance  Fund,  SAIF,  will  be  managed 
by  the  FDIC  and  will  begin  to  take  over  insolvent  thrifts  on  Octo- 
ber 1,  1993,  after  the  Resolution  Trust  Corporation  stops  taking 
new  cases.  The  administration  requests  an  appropriation  of  $17  bil- 
lion to  establish  reserves  against  losses. 

Mr.  Hove,  what  is  your  best  estimate  of  losses  under  the  SAIF  in 
fiscal  year  1994? 

Mr.  Hove.  OK,  let  me  ask  Steve  Seelig,  our  Chief  Financial  Offi- 
cer, who  has  prepared  our  numbers  to  respond. 

Mr.  Seelig.  Yes,  Mr.  Chairman.  Our  baseline  view  for  fiscal  year 
1994,  assuming  that  RTC  gets  appropriations  and  takes  care  of  all 
of  the  institutions  that  are  either  currently  in  conservatorship  or 
could  be  placed  into  receivership  by  the  end  of  September,  would 
be  about  $2.7  billion. 

Mr.  Stokes.  $2.7  billion? 

Mr.  Seelig.  Yes. 

APPROPRIATIONS  ASSUMPTIONS 

Mr.  Stokes.  What  are  your  assumptions  regarding  the  number  of 
failed  thrifts,  RTC  funding  levels,  and  overall  economic  conditions? 

Mr.  Seelig.  Let  me  take  the  last  question  first.  As  far  as  overall 
economic  conditions,  in  that  number  that  I  gave  you,  we  are  as- 
suming that  the  economy  continues  as  it  is  now  as  far  as  interest 
rates  go  and  that  there  is  continued  improvement  in  the  overall 
economic  climate.  So,  it  is  a  relatively  optimistic  scenario  but  does 
not  assume  things  such  as  interest  rate  fluctuations  or  other  things 
that  would  dramatically  affect  the  cost  of  handling  failures. 

As  far  as  the  overall  assets  of  the  institutions  that  would  fail,  we 
are  assuming  that  SAIF  would  handle  in  fiscal  year  1994  approxi- 
mately $21  billion  of  failed  thrift  assets.  As  far  as  the  number  of 
institutions,  do  we  know  offhand?  I  don't  have  a  number. 

We  can  arrange  to  provide  a  number  to  the  committee  with  the 
specific  number  of  institutions. 

Mr.  Stokes.  If  you  can  provide  that  for  us.  And  the  RTC  funding 
levels. 

[The  information  follows:] 
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Federal  Deposit  Insurance  corporation 

FSLIC  Resolution  Fund 

1995-1999  Annual  Projections 


These  projections  are  necessarily  based  on 
estimates  of  future  conditions  such  as  the  timing  and 
amount  of  collections  and  the  level  of  interest  rates. 
While  these  projections  are  based  on  the  best  available 
information,  actual  appropriation  requests  may  vary  from 
these  projections. 

Assumptions 

RTC  Funding  Levels  -  The  assumption  used  in  our 
forecast  was  that  the  RTC  would  resolve  all  institutions 
that  are  in  conservatorship,  or  will  become  weak  enough 
to  meet  the  criteria  to  be  placed  in  conservatorship  by 
September  30,  1993.   Our  understanding  at  the  time  was 
that  RTC  appropriations  of  $25  to  $28  billion  would  be 
required. 

Number  of  Failed  Institutions  -  Our  projections  for 
failed  thrifts  were  based  on  a  model  that  uses  only 
assets  and  not  the  number  of  institutions.   The  volume 
of  assets  and  liabilities  resolved  affect  cost  far  more 
than  the  number  of  institutions.   Nevertheless,  we  have 
identified  15  institutions,  with  aggregate  assets  of  $19 
billion  that  presently  look  as  though  they  may  fail  in 
fiscal  year  1994.   It  should  be  noted  that  large 
institutions  have  a  major  impact  on  forecasts.   If  their 
failure  is  avoided,  or  if  the  timing  varies  from  current 
expectations,  actual  results  would  be  significantly 
different  from  our  projections. 


614 


I- 
< 

o 

Q. 
O 

o 

lU 

o 

z 
< 
cc 

3 
CO 

z 


I 
in 

I 
I 


00 


O  CO  CM  T-  CO 

•^  CO  0>  <D 

CM  in  CO 

<^  cm" 


•.-  o 


o  in  o 


r*.  in  o  t^  CD 


(O 

Z 

o 
o 

HI 


.^ 


w 


o 

CO 
LU 
CC 

S  CO 

-J 
< 
GC 
LU 
Q 
LU 


O 

£f 
ii 

z«» 

<^ 
a> 
o> 
o> 

T 

U) 
0> 
0> 


o  CO  o  in  o 

1-  CM  Oi  T- 

«>  CM 


CD 


in  CD  o  o>  t- 

C:>  <^  1-  CM 

«>  CO 


in 


r«-  -r-  CM  in  CO 

CM  CM  CD  CM 

-.-    T-  CO 

«»  - 


CO 

in 

CO" 


CO 


in 
o 

CM 


"<4- 

CO 


CO 
CO 


cm" 


CO  in  ■'^  c» 
CM  o>  in 

CO  CO 


O  CO  o  o 
CO 


CM 
CO 


o  o 


O  -t-  CO 
CM 


■»-   CO  00  CO 
CO  O  T- 
CO  CO 


CM  CO  CO  CO 
CD  O  -.- 


00 
CM 

cm" 

CO 

in 

CM_ 

CM 

CO 
00 

o 

S 

CO 

^ 

^ 

o 

00 
CM 

CM 

8 

s 

in 
in 

CO 

u 

"it 
Si 

CM_ 

CM 

S 

S 

CO 

I 

>« 

(0 

I 


to 

ffi 

CO  ^-» 

^ 

«  N.                (0 

1 

r:  CO         1- 

xpenses 
otes  (posi 
otes  (pre 
lements 
5  payable 
RSEMEN 

a> 

(0    o 

■n  -D 

Proceei 
Procee 

<D    C    C    2    0)  3 

.loB^ogg 

(0  c  c  ©  c  Q 

CO 

c.Q- 

*=  ®  ®  y  o    1 

LU 

o  i: 

CO 

LU 

minis 

paym 

paym 

sistan 

3rest 

OTAI 

O 
CC 

3 

uidati 
rtners 

CO 

"D    <1)    0)    «)  ti  f" 

o 

cr  (0 

3 

<  OC  CC  <  S 

CO 

Zi  (2 

0) 

E 
o 
o 

c 

(/) 

0) 


CO 
LU 

o 

CC 
_  3 
EO 
o  CO 

^  -J 


0) 


-  ©  O 

£6 


LU 
CO 
3 

LU 
O 
CC 

3 

o 

CO 

I 

CO 

< 
o 


T3 
© 

© 
© 

Z 

c 
o 
v^ 

(0 

•c 
a 
p 


^ 


615 

Mr.  Seelig.  We  were  projecting  RTC  would  resolve  $32  billion  in 
failed  thrift  assets,  which  is  really  the  measure  rather  than 
number  of  institutions.  We  will  be  glad  to  provide  the  number. 

Mr.  Stokes.  Are  these  assumptions  in  line  with  the  experience 
this  year  and  last  year? 

Mr.  Seeug.  Yes,  they  are. 

Mr.  Stokes.  What  is  your  worst  case  estimate  for  SAIF  losses  in 
fiscal  year  1994? 

Mr.  Seelig.  It  would  be  $6.9  billion. 

ADEQUACY  OF  FDIC  INFORMATION  SYSTEMS 

Mr.  Stokes.  RTC  has  experienced  difficulties  developing  comput- 
er systems  to  monitor  its  portfolio.  Does  the  FDIC  have  information 
systems  capable  of  taking  over  from  RTC? 

Mr.  Hove.  Yes.  In  fact,  in  November  we  restructured  our  Divi- 
sion of  Accounting  and  Corporate  Services  and  created  a  Division 
of  Information  Resource  Management.  We  also  created  a  Division 
of  Finance  and  an  Office  of  Corporate  Services.  The  intent  was  to 
focus  on  our  information  management  systems,  and  we  have  ad- 
dressed the  concerns  that  we  had  and  that  other  people  had  in  our 
information  management  system. 

We  are  improving  and  enhancing  our  information  management 
system  and  feel  that  it  is  capable  of  accepting  those  responsibilities 
that  we  will  get  in  October  for  the  failed  thrifts. 

FDIC  STAFFING  NEEDS 

Mr.  Stokes.  Has  the  FDIC  hired  additional  staff  or  made  other 
preparations  for  take  over  receivership  responsibilities? 

Mr.  Hove.  We  have  not  hired  additional  staff,  but  we  are  plan- 
ning with  the  RTC.  Our  responsibility  is  to  take  back  the  employ- 
ees who  are,  in  fact,  FDIC  employees  at  the  RTC.  As  the  RTC  work 
load  decreases,  the  FDIC's  work  load  will  increase,  and  we  will  in- 
tegrate the  RTC  people  back  into  the  FDIC,  so  that  as  people  are 
needed,  we  will  bring  people  back  from  the  RTC. 

SAIF  RESERVE  LEVELS 

Mr.  Stokes.  Capital  reserves  as  a  percent  of  insured  deposits 
should  ideally  be  around  1.25  percent.  Do  you  agree? 

Mr.  Hove.  That  is  what  is  stated  in  law,  yes. 

Mr.  Stokes.  Assuming  that  appropriations  cover  losses,  how  long 
would  it  take  SAIF  to  reach  that  reserve  level  using  thrift  assess- 
ments only? 

Mr.  Seeug.  If  we  were  given  appropriations  to  cover  the  losses, 
and  used  our  normal  assessments  to  cover  working  capital  and  our 
ability  to  borrow  with  the  Federal  Financing  Bank,  the  fund  would 
reach  1.25  percent  by  2002. 

FDIC  UNE  OF  CREDIT 

Mr.  Stokes.  The  FDIC  Improvement  Act  of  1991  authorized  a  $30 
billion  line  of  credit  for  both  the  Savings  Association  Insurance 
Fund  and  the  Bank  Insurance  Fund.  Has  the  FDIC  ever  used  this 
line  of  credit? 

Mr.  Hove.  No,  the  FDIC  has  not  used  that  line  of  credit. 
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Mr.  Stokes.  Can  you  tell  us  why  not? 

Mr.  Hove.  We  have  not  needed  it. 

Mr.  Stokes.  If  appropriations  were  to  cover  unexpected  losses, 
would  the  FDIC  be  able  to  use  this  line  of  credit  to  capitalize  the 
SAIF? 

Mr.  Hove.  The  authority  is  there  for  SAIF  to  use  that  line  of 
credit.  Let  me  ask  Mr.  Seelig  to  respond  to  that  also.  There  are 
some  problems  in  borrowing  because  there  needs  to  be  a  repayment 
schedule  before  the  borrowing  is  done. 

Steve,  would  you  respond. 
/  Mr.  Seeug.  Yes,  legally  we  could  use  the  $30  billion  to  cover 
Ibsses  in  the  SAIF  as  well  as  in  BIF.  On  the  BIF  side,  we  haven't 
needed  it  so  we  haven't  drawn  upon  it.  Part  of  the  requirements 
associated  with  that  borrowing  would  be  that  you  have  to  have  a 
repayment  schedule  to  Treasury  based  on  assessment  income.  I 
think  it  has  been  the  judgment  of  staff  at  the  FDIC,  as  well  as 
Treasury,  that  the  thrift  industry  would  be  unable  to  afford  the  in- 
crease in  premiums  that  would  be  necessary  to  repay  the  funds 
that  would  be  drawn  down  to  cover  the  losses. 

IMPACT  of  SAIF  ASSESSMENT  INCREASES 

Mr.  Stokes.  The  Congressional  Budget  Office  recently  reported 
that  increases  in  thrift  assessments  would  lead  to  more  failures 
among  struggling  thrifts  and  result  in  little  additional  revenue. 
Would  you  agree,  Mr.  Hove,  with  that  statement? 

Mr.  Hove.  Yes,  I  would  agree. 

Mr.  Stokes.  How  do  you  set  assessment  rates? 

Mr.  Hove.  We  set  the  assessment  rates  based  on  the  need  for 
premium  income  to  cover  the  anticipated  losses  and  also,  in  the 
Bank  Insurance  Fund,  to  rebuild  the  reserve  ratio  to  1.25  percent. 
We  do  the  same  calculation  for  the  Savings  Association  Insurance 
Fund. 

Jennifer  Eccles  is  in  our  Division  of  Research.  I  would  ask  her  to 
describe  precisely  how  we  make  these  assumptions. 

Mr.  Stokes.  Ms.  Eccles. 

Ms.  Eccles.  Mr.  Chairman,  at  the  present  time  the  FDIC  Board 
of  Directors  has  been  setting  assessment  rates  for  the  SAIF  in 
order  to  generate  adequate  assessment  revenue  to  recapitalize  the 
fund  within  a  reasonable  amount  of  time  as  required  by  statute. 

Mr.  Stokes.  How  often  are  they  reviewed? 

Ms.  Eccles.  At  the  present,  the  Board  has  asked  that  staff  pre- 
pare an  additional  analysis  of  the  adequacy  of  revenue  for  the  BIF 
and  the  SAIF  every  six  months. 

SAIF  assessments  AND  INDUSTRY  LOSSES 

Mr.  Stokes.  Is  it  possible  to  reliably  identify  the  point  at  which  a 
fee  increase  would  cost  more  in  savings  and  loan  failures  than  it 
would  earn  in  revenues? 

Mr.  Hove.  That  is  a  very  difficult  calculation  to  make.  Can  I  ask 
Jennifer  Ek;cles  to  respond  to  that  again? 

Mr.  Stokes.  Sure.  Ms.  Eccles. 

Ms.  Eccles.  Mr.  Chairman,  all  predictions  are  fraught  with  un- 
certainty and  to  try  to  determine  what  the  losses  to  the  SAIF 
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would  be  based  on  an  increase  in  assessment  rates  would  be  terri- 
bly imprecise  and  it  would  be  very  difficult  to  do. 

Mr.  Lewis.  Mr.  Chairman. 

Mr.  Stokes.  Sure,  Mr.  Lewis. 

Mr.  Lewis.  On  that  point,  nonetheless,  is  it  a  serious  item  for 
consideration  and  have  you  considered  it?  What  elements  are  you 
balancing  pro  and  con  as  you  do  consider  it? 

Ms.  EccLES.  Yes,  sir,  every  time  the  Board  considers  a  change  in 
the  assessment  rate  for  SAIF  members,  the  Board  is  required  to 
assess  the  impact  of  the  change  in  rates  on  SAIF  members'  capital 
and  earnings  levels.  So  last  fall  and  again  this  spring,  staff  per- 
formed an  analysis  for  the  Board  of  Directors.  We  were  able  to 
base  our  analysis  on  some  conservative  assumptions  regarding  the 
amount  of  the  assessment  premium  that  could  be  passed  onto  con- 
sumers. By  conservative,  what  I  mean  is  that  we  assume  that  none 
of  the  increase  was  passed  on  to  consumers.  We  are  able  to  deter- 
mine what  the  likely  impact  on  an  institutions's  return  on  equity 
and  their  capital  ratios  would  be. 

However,  because  we  don't  have  perfect  knowledge  about  how 
much  of  the  assessment  increase  does  get  passed  on  to  consumers, 
and  obviously  in  various  markets  that  does  vary,  we  are  only 
making  a  best  guess  in  terms  of  determining  what  that  impact 
would  be. 

Mr.  Lewis.  Well,  Mr.  Chairman,  we  have  had  some  experience 
here  with  adjusting  fees  and  I  would  think  you  would  be  able  to 
calculate,  as  you  say,  conservatively  relative  to  the  way  they  are 
reimbursed  for  fees,  but  have  you  made  some  calculation  as  to  the 
numbers  of  S&Ls  that  were  pushed  across  the  line  as  a  result  of 
the  fees,  and  that  too  becomes  the  basis  for  prognosticating? 

Ms.  EccLES.  Yes,  sir,  we  did  project  how  many  institutions  would 
be  likely  to  become  critically  undercapitalized  as  a  result  of  in- 
creasing the  rate.  Of  course,  that  assumed  that  the  institutions  per- 
formed along  the  levels  that  they  had  previously  performed,  that 
is,  using  the  prior  year's  earnings  estimates.  It  is  a  very  simple,  at 
best,  analysis  of  what  is  likely  to  happen  to  these  institutions. 

It  doesn't  take  into  consideration  any  probability  of  achieving  re- 
capitalization through  the  private  market  or  any  other  changes 
that  could  likely  influence  the  institution. 

RESULTS  OF  PRIOR  ASSESSMENT  INCREASE  ANALYSIS 

Mr.  Lewis.  What  were  those  results? 

Ms.  EccLES.  When  we  performed  an  analysis  last  year,  before  it 
was  clear  what  the  final  assessment  rates  would  be  for  SAIF  mem- 
bers, we  took  a  look  at  what  could  happen  if  institutions 

Mr.  Lewis.  What  did  happen  last  time  you  raised  fees? 

Ms.  EccLES.  Well,  let  me  answer  in  two  parts.  First  of  all,  we 
took  a  look  at  what  would  happen  if  all  institutions  were  assessed  a 
uniform  28  basis  points  rate  and  we  did  not  conclude  that  the 
impact  of  such  a  rate  increase  would  be  unduly  burdensome. 

I  do  not  have  the  exact  number  of  institutions  that  we  projected 
would  fail  under  that  scenario,  but  I  could  forward  that  to  the  com- 
mittee if  you  would  like. 
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Furthermore,  in  the  fall  when  we  moved  to  adopt  the  transition- 
al risk  related  deposit  premium  system,  we  applied  the  range  of 
rates,  23  to  31  basis  points,  to  the  institutions  based  on  which  insti- 
tution was  likely  to  be  assessed  each  rate,  according  to  where  they 
were  in  the  matrix. 

And  once  again,  we  took  a  look  at  what  the  changes  in  the  insti- 
tution's ROE  and  capital  levels  would  be  and  we  did  not  find  that 
the  impact  was  severe  on  the  institutions.  I  believe  that  for  most 
institutions,  the  change  in  return  on  equity  w£is  less  than  5  per- 
cent, and  once  again,  I  can  forward  those  results  to  the  committee. 

Mr.  Lewis.  Mr.  Chairman,  I  am  just  curious  about  why  you 
would  have  to  ask  this  question  in  the  first  place.  Clearly  it  has 
been  stirred  somewhere  in  the  mix  and  it  is  more  complex  than 
somebody  just  using  this  as  a  mechanism  to  try  to  argue  against  a 
fee  increase. 

There  is  very  real  money  involved  here.  So  if  you  would  elabo- 
rate for  the  record  it  would  be  helpful,  but  I  am  just  asking  myself, 
why  has  this  become  such  a  serious  concern  for  those  out  there  in 
the  marketplace.  At  least  they  indicate  to  some  of  us  that  it  is  con- 
cern, more  than  just  their  wanting  to  be  opposed  to  adjustments  in 
fees,  period. 

There  is  very  real  concern  about  the  economic  implications  of 
this.  If  we  are  going  to  raise  less  money — are  we  going  to  spend 
more  money  on  failures  as  a  result  of  a  readjustment  at  a  critical 
time?  Obviously  that  is  silly.  It  will  put  a  lot  of  people  out  of  work. 
So  that  is  the  thrust  of  the  question. 

Mr.  Seeug.  Congressman,  there  is  one  other  factor.  Up  until 
now,  we  have  had  the  same  assessment  rate  for  banks  as  well  £is 
thrifts.  If  you  were  to  deviate  and  charge  the  thrifts  a  significantly 
higher  rate,  their  ability  to  pass  some  of  that  rate  increase  on  to 
consumers  would  change  rather  dramatically  and  their  competitive 
position  would  change,  which  I  think  has  consequences  in  terms  of 
how  you  see  the  financial  sector  evolving. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Do  you  have  additional  questions?  I  can  give  you  a 
chance. 

Mr.  Lewis.  Go  ahead.  I  will  wait  until  you  are  through. 

MINORITY  AND  WOMEN'S  PROGRAMS 

Mr.  Stokes.  Mr.  Torres,  any  questions? 

Mr.  Torres.  I  have  some,  Mr.  Chairman. 

Mr.  Stokes.  Sure. 

Mr.  Torres.  Mr.  Hove,  welcome  this  morning  and  to  your  staff 
associates  here.  You  might  know  that  I  served  on  the  House  Bank- 
ing Committee  for  10  years  prior  to  coming  to  the  Appropriations 
Committee. 

This  is  my  first  year  here  and  I  have  enjoyed  working  with  the 
Chairman.  As  you  will  recall,  when  we  enacted  FIRREA  in  1989 
and  set  up  the  RTC,  there  was  a  clear  statement  in  those  provi- 
sions that  Federal  bank  regulatory  agencies  are  to  comply  with 
equal  employment  opportunity  requirements  like  other  Federal 
agencies,  and  are  to  establish  a  minority  and  women  outreach  con- 
tracting program. 
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And  I  recall  throughout  my  period  on  the  House  Banking  Com- 
mittee that  each  time  you  came  before  us,  it  was  really  like  pulling 
hen's  teeth,  as  they  say,  to  try  to  get  RTC  to  really  comply  with 
those  provisions.  We  found  in  the  House  Banking  Committee  that 
the  Federal  bank  agencies  have  chosen  to  interpret  the  law  in  their 
own  way,  resulting  in  far  less  employment  of  women  and  minori- 
ties than  expected. 

There  also  continues  to  be  a  concern  among  many  of  us  in  Con- 
gress that  minorities  and  women  are  not  receiving  a  fair  share  of 
the  contracts  awarded  by  the  agencies  and  when  contracts  are 
awarded,  they  are  often  very  small  ones.  We  see  very  little,  shall 
we  say,  equity  needs. 

What  type  of  information  systems  have  been  established  at  the 
agency  that  provide  detailed  statistics  in  these  areas?  We  are 
always  very  skeptical  on  exactly  what  is  being  provided  regarding 
both  equal  employment  opportunities  and  contracting  and  outreach 
awards. 

Mr.  Hove.  We  are  tracking  the  contracting  by  minorities.  We  are 
encouraging  all  of  our  contractors  to  use  minority  subcontractors. 
Let  me  give  you  some  numbers  which  are  first  quarter  numbers  in 
1993. 

We  awarded  some  21,000  contracts  totaling  about  $83  million. 
Minority-owned  firms  received  about  11  percent  of  those  contracts 
with  about  11  percent  of  the  fees.  Non-minority  women-owned 
firms  received  approximately  18  percent  of  the  contracts  for  a  total 
of  some  28  to  30  percent  of  the  contracts  went  to  minority  and 
women-owned  firms  in  the  first  quarter  of  1993. 

We  are  very  much  aware  of  our  responsibility  to  do  minority  and 
women-owned  contracting.  We  are  doing  several  outreach  programs 
to  encourage  minority  and  women-owned  contractors  to  enter  into 
contracts  with  the  FDIC  and  are  increasing  our  contracting  all  the 
time. 

And  perhaps  one  of  the  best  examples  I  can  give  is  in  our  legal 
area  where  we  have  been  decreasing  our  outside  legal  services  but 
the  minority  and  women-owned  legal  contracts  have,  in  fact,  in- 
creased, as  well  as  the  dollar  amount  of  legal  contracts. 

So  consequently  the  percentage  of  outside  legal  work  that  we  are 
assigning  to  minority  and  women-owned  firms  has  increased  quite 
a  bit  in  percentage  and  has  increased  in  dollar  amount  as  well. 

Mr.  Torres.  As  with  that  category,  would  you  have  a  sense  of 
other  categories,  say  asset  management  of  contracts? 

Mr.  Hove.  Yes.  Perhaps  I  can  ask  Mae  Culp,  our  Director  of 
Equal  Employment  to  respond  to  that. 

Mae. 

Ms.  Culp.  Yes.  Ours  are  not  broken  down  in  the  same  fashion 
that  RTC's  is  broken  down,  but  our  total  contracting  activities  for 
1992  and  1993  have  gone  up  substantially  in  terms  of  minority  and 
non-minority  women  contractors. 

Recently  there  were  three  task  orders  that  were  issued  under 
our,  what  we  call  our  Blanket  Ordering  Agreement  BOA,  two  of 
which  went  to  minority  and  women-owned  firms.  We  also  had  30 
vendors  that  were  selected  under  the  BOA  and  five  were  minority 
women-owned  firms  originally  in  that  BOA  and  two  additional  non- 
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minority  firms  now  have  joined  up  with  minority  firms.  So  we  are 
increasing  MWOB  representation. 

MINORITY  AND  WOMEN  EXECUTIVES 

Mr.  Torres.  What  percentage  of  the  executive  level  positions  and 
how  many  of  the  highest  paid  positions  at  the  FDIC  are  held  by 
minorities  and  women,  other  than  Ms.  Gulp  here?  I  know  Ms.  Gulp 
came  on  some  time  ago. 

Mr.  Hove.  Yes.  Let  me  describe.  We  have  seven  divisions  at  the 
FDIG.  One  of  the  seven  division  directors  is  a  woman.  We  have 
nine  offices  within  the  FDIG  and  four  of  the  nine  office  directors 
are  either  minorities  or  women. 

Mr.  Torres.  Is  Ms.  Gulp  your  highest  minority  executive? 

Ms.  Gulp.  We  have  one  now,  a  black  male  that  would  be  higher 
than  I  am. 

Mr.  Torres.  One  black  male  executive. 

Ms.  Gulp.  Yes. 

Mr.  Torres.  In  what  capacity? 

Ms.  Gulp.  He  is  in  administration  in  our  Division  of  Liquidation. 

Mr.  Torres.  Would  you  repeat  that,  Ms.  Gulp? 

Ms.  Gulp.  He  is  in  administration  in  our  Division  of  Liquidation. 

Mr.  Seelig.  He  is  Associate  Director  of  the  Division  of  Liquida- 
tion. 

FDIC  MINORITY  EMPLOYMENT 

Mr.  Torres.  Would  you  please  provide  the  most  current  statistics 
by  the  FDIG  showing  by  category  the  percentage  of  employees  by 
race,  sex,  disability  and  age?  Could  you  do  that  for  the  committee? 

Ms.  Gulp.  Yes. 

Mr.  Torres.  Mr.  Hove,  would  that  be  possible? 

Mr.  Hove.  Yes,  it  is  possible. 

Mr.  Torres.  In  a  report. 

Mr.  Hove.  Yes.  Yes,  we  will. 

[The  information  follows:] 
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FDIC  OFFICE  OF  EQUAL  OPPORTUNITY 

Mr.  Torres.  While  we  are  on  that  subject,  could  you  describe  the 
current  personnel  and  structure  of  the  office  which  administers 
your  Equal  Opportunity  Employment  programs? 

Mr.  Hove.  Yes.  Again,  I  will  ask  Mae  Gulp  to  address  that. 

Ms.  Gulp.  Yes.  My  office  has  28  people  right  now,  of  which  I 
have  three  that  are  working  with  the  minority  contracting  activi- 
ties, the  oversight.  We  have  five  in  the  area  of  affirmative  action. 
The  majority  of  my  staff  is  working  in  the  area  of  complaints.  We 
have  Native  Americans,  we  have  Asians,  we  have  Hispanics,  we 
have  blacks  and  we  also  have  disabled  as  part  of  the  composition  in 
my  office. 

We  also  have  five  positions  that  are  set  aside  specifically  for  mi- 
nority students  who  are  in  school,  both  at  the  high  school  and  col- 
lege level,  which  we  nurture  through  college  and  then  on  to  other 
positions  within  the  corporation. 

Mr.  Torres.  One  of  the  areas  of  obviously  great  concern,  other 
than  the  internal  staffing  patterns  and  mansigement  areas  is  the 
whole  area  of  outreach  programs.  I  am  specifically  interested  in 
the  number  of  contracts  which  are  in  place  with  minority  and 
women-owned  entities. 

You  talked  about  those  earlier,  entities  which  provide  financial 
services,  investment,  banking,  underwriting,  accounting — ^you  men- 
tioned legal  service  being  one  of  your  highest  now,  management  of 
institutions,  asset  management  and  asset  disposition.  Would  you  be 
able  to  provide  those  kinds  of  figures  for  the  committee? 

Ms.  Gulp.  We  can  provide  data  that  is  coming  out  of  our  liquida- 
tion field  sites. 

Mr.  Torres.  You  talk  about  percentages  and  we  would  like  to  see 
some  specific  dollar  areas  in  these  categories  in  terms  of  totals. 

Mr.  Hove.  We  will  provide  those  for  you. 

Mr.  Torres.  Mr.  Ghairman,  I  yield  back  the  balance  of  my  time. 

[The  information  follows:] 
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■•MMIT  Of  UOM.  OPCntt  IT  NIHOtlTT  OCDE 
FOIC  (lir/raF/Mir/RTC)  nt  UKKT  Iteenmi  aaaiiat  Sulsot) 


FOR  T«  HHIflB  01/01/92  ■ 
Minority  Code 

12/31/92 

Upa^aa 

Total 

X  of 

Min./WoiBen 

Total 

X  of 

GRAND 

TOTAL 

■lock  Anertcan  Feaata 

<89,013 

t11.S29 

(100,542 

0.74X 

0.07X 

Mian  American  faawlo 

3,578 

755 

4,333 

0.03X 

O.OOX 

Mativa  American  Famala 

9,776 

1,509 

11,085 

0.08X 

0.01X 

NItpanIc  American  Famala 

«29,165 

20,491 

449,656 

3.3U 

0.29X 

SUBTOTAL  MINORITY   FEMALE 

S)4,SSo 

u,us 

Ui,6ii 

4.16X 

0.37X 

Non-Minority  Famala 

3,436,9«3 

402,288 

3,839,231 

28.23X 

2.51X 

SUBTOTAL   FEMALE 

3,968,«7> 

iU.m 

4,404,846 

32.39X 

2.88X 

Native  American  Male 

81,808 

8,825 

90,632 

0.67X 

0.06X 

Aden  American  Male 

71,115 

5.684 

76,798 

0.56X 

0.05X 

Black  American  Male 

3.28«,476 

295,052 

3.579,528 

26.32X 

2.34X 

Hiapanic  American  Male 

4,630,640 

816,917 

5,447,557 

40.06X 

3.S6X 

SUBTOTAL   MINORITY   MALE 

6,068,038 
12,036,511 

1,126,478 

9,194,516 
13.599,362 

67.61X 

■■sssssss 

100. oox 

6. on 

TOTAL    -   MINORITY   t   FEMALE 

1,562,851 

8.89X 

TOTAL    -   UNINDENTIFIED   OR 

NON-MINORITY   MALE 

GRAND   TOTAL 

105,065,766 
$117,102,277 

34,300,899 
835,863,750 

139.366,665 
(152,966,027 

91.11X 
100. OOX 

FOR  THE  PERIOD  01/01/93  •  3/31/93 

Minority  Code                             FaM 

Expanaaa 

Total 

X  of 

Min. /women 

Total 

X  of 

GRAND 

TOTAL 

Black  American  Female 

$28,792 

(2,807 

(31,599 

0.71X 

0.08X 

Atian  American  Female 

3,803 

36 

3,839 

0.09X 

0.01X 

Native  American  Female 

2,962 

73 

3,034 

0.07X 

0.01X 

Hispanic  American  Female 

310,174 

16,112 

326,286 

7.32X 

0.78X 

SUBTOTAL  MINORITY   FEMALE 

345,730 

19,028 

364,758 

8.18X 

0.87X 

Non-Minority  Female 

988,627 

105,318 

1,093,945 

24.54X 

2.62X 

SUBTOTAL    FEMALE 

1,334,357 

124,345 

1,458,702 

32.73X 

J.49X 

Native  American  Male 

82,956 

13,008 

95,963 

2.15X 

0.23X 

Aaian  American  Mala 

23,984 

919 

24,903 

0.S6X 

0.06X 

Black  American  Male 

981,812 
1,654,045 

86,878 
154,999 

1.068,691 
1,809,043 

23.98X 
40.59X 

2.S6X 

Hiipanic  American  Male 

4.33X 

SUBTOTAL   MINORITY   MALE 

2,^42,796 
4,077,153 

255,804 

2,998.600 
4,457,302 

67.Z7X 
100. OOX 

7.18X 

TOTAL    -   MINORITY   I    FEMALE 

380,149 

10.67X 

TOTAL   -   UNINDENTIFIED  OR 

NON-MINORITY  MALE 

30,748,098 
(34,825,251 

6,570,442 

37,318,541 
(41,775,843 

e9.33X 

GRAND  TOTAL 

(6,950,592 

100. OOX 
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MINORITY  AND  WOMEN  CONTRACTING 

Mr.  Stokes.  Okay,  Mr.  Torres.  Just  to  follow  up  a  little  bit  on  an 
area  in  which  Mr.  Torres  has  been  making  inquiries,  I  would  like 
for  you  to  provide  also  for  us  in  the  record  what  are  your  efforts  to 
hire  and  promote  minorities  and  women  for  these  middle  and 
upper  management  jobs,  and  can  you  tell  us,  what  advantages  in 
costs  and  technical  points  can  you  provide  for  women  and  minority- 
owned  businesses? 

Mr.  Hove.  In  contracting,  we  provide  a  3  percent  cost  advantage 
in  the  bidding  process. 

Ms.  Gulp.  And  10  percent  bonus  points. 

Mr.  Stokes.  Up  to  10  percent  of  the  bonus  points. 

Ms.  Gulp.  Right. 

Mr.  Stokes.  And  do  you  have  some  special  effort  to  advertise 
contracting  opportunities  to  women  and  minority-owned  business- 
es? 

Ms.  Gulp.  Yes,  we  do  it  through  both  the  media  as  well  as  going 
out  to  conferences,  doing  presentations  and/or  exhibiting,  which  we 
have  been  very  active  in  doing.  While  we  are  out  there  doing  the 
outreach,  we  not  only  do  it  for  contracting  but  employment  as  well 
as  encouraging  investors  to  participate  with  us.  Also,  on  the  field 
activities  which  you  just  asked  about,  28.1  percent  of  the  total  dol- 
lars went  to  minority  and  women-owned  firms  in  the  first  quarter. 

Mr.  Stokes.  Do  you  lump  the  minorities  and  women  into  the 
same  category  or  do  you  have  a  breakout  in  terms  of  minorities, 
say  as  blacks,  Hispanics  and  Asian  American  and  others? 

Ms.  Gulp.  We  have  it  for  the  field  activities,  but  I  don't  know 
that  we  have  got  it  totally  across  the  board,  but  we  can  split  out 
the  minorities  from  the  women. 

UMITED  USE  OF  BULK  SALES  BY  FDIC 

Mr.  Stokes.  I  think  in  the  reports  which  Mr.  Torres  has  asked 
for,  I  would  appreciate  it  if  you  would  break  it  out  in  those  catego- 
ries and  not  lump  categories  in  together. 

Resolution  Trust  Gorporation  has  increased  the  pace  of  its  prop- 
erty disposals  by  selling  property  in  large  groups.  Will  the  FDIG  as 
manager  of  SAIF  continue  RTG's  policies  with  regard  to  bulk  sales? 

Mr.  Hove.  Our  policies  have  been  different  from  RTG  in  that 
most  of  our  sales  have  been  in  smaller  units,  and  we  have  not  had 
any  bulk  sale  of  large  real  estate  assets.  We  have  sold  some  mort- 
gages, some  other  financial  assets  in  large  quantities,  but  typically 
our  sales  processes  have  been  in  smaller  units. 

Mr.  Lewis.  Mr.  Ghairman,  on  that  question,  before  we  bypass  it, 
I  have  some  questions  for  RTG  but  I  would  be  interested  to  know  if 
you  have  similar  concerns.  This  office  has  received  input  from  a  va- 
riety of  organizations  affected  across  the  country  relative  to  bulk 
sales  in  which  individuals  and  interests  have  gone  to  RTG  and  said, 
you  know,  for  that  piece  of  property,  there  we  are  willing  to  pay  X, 
will  you  sell  it  to  us?  The  response  is,  it  is  part  of  a  group — a  bulk 
sale  and  no,  you  can't  have  it  separately. 

So  they  end  up  selling  the  whole  parcel  for  something  approxi- 
mating what  would  have  been  a  small  piece.  I  have  serious  ques- 
tions raised  about  the  judgment  as  to  those  bulk  sales.  Do  you  have 
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such  concerns  as  you  look  forward  to  taking  over  that  responsibil- 
ity? Or  has  anybody  even  evaluated  it? 

Mr.  Hove.  Our  policies  have  been  somewhat  different.  Our  phi- 
losophies have  been  somewhat  different  from  RTC  but  primarily 
they  have  been  different  because  of  the  asset  mix  that  we  have  had 
compared  to  the  asset  mix  of  the  RTC. 

ANALYSIS  OF  BULK  SALES 

Mr.  Lewis.  I  am  not  sure  that  exactly  responded  to  my  question. 
Do  you  have  concerns  about  it  expressed  within  your  organization 
about  the  policies  relative  to  the  amount  of  money  that  was  deliv- 
ered to  the  Federal  Government? 

After  all,  they  are  disposing  of  assets  that  essentially  is  taking 
up  your  insurance  funds  and  you  have  the  audacity  to  come  and 
ask  us  for  more  money  for  us.  I  am  just  being  light,  but  I  would 
hope  you  have  some  critical  analysis  going  on  internally,  has  been, 
and  if  so,  what  is  the  result  of  those  analysis. 

Mr.  Hove.  The  analysis  on  the  assets  that  we  have  had  is  that 
our  best  method  of  disposing  of  them  has  not  been  in  large  bulk 
sales  but  then  again,  our  analysis  has  focused  on  the  assets  we 
have  at  FDIC.  We  really  haven't  focused  on  the  disposition  meth- 
ods that  RTC  has  used. 

Mr.  Lewis.  Do  you  think  there  would  be  value  relative  to  your 
responsibility  of  making  sure  that  the  resources  available  to  you 
are  best  used  that  some  analysis  be  made  of  what  RTC  has  done  in 
terms  of  these  bulk  sales. 

Mr.  Hove.  Yes. 

Mr.  Lewis.  Will  you  proceed  with  that? 

Mr.  Hove.  State  your  question  again. 

Mr.  Lewis.  Do  you  think  that  there  would — is  there  value  in 
your  doing  an  analysis  of  what  RTC  has  done  relative  to  the  reve- 
nues brought  to  the  Federal  Government  and  securing  your  foun- 
dation of  funding  and  responsibility  for  doing  it? 

Mr.  Hove.  Yes,  and  we  will  look  at  it  at  the  time  that  we  have 
the  responsibility  to  dispose  of  failed  savings  and  loans  assets. 

Mr.  Lewis.  I  know  20/20  hindsight  is  terrific  but  that  kind  of 
analysis  would  be  of  value  to  this  committee.  I  would  strongly  urge 
such  an  analysis  and  that  you  provide  that  information  to  us  for 
the  record  and  I  would  hope  that  you  wouldn't  be  too  worried 
about  being  critical  of  a  Federal  agency. 

I  frankly  want  to  know  if  we  have  had  judgment  decisions  that 
have  caused  the  government  to  collect  a  lot  less  in  terms  of  reve- 
nue out  there  in  the  marketplace  because  of  dumb  decisions.  I  am 
not  suggesting  criminality  here,  but  there  surely  have  been  a  re- 
peated number  of  really  dumb  decisions  out  there  that  have  drawn 
the  ire  of  many  a  community  leader  around  the  country. 

Mr.  Hove.  You  are  right,  it  is  difficult  to  have  20/20  hindsight 
and  to  look  at  that.  With  the  volume  of  assets  that  the  RTC  had  to 
dispose  of,  they  were  making  decisions  based  on  their  responsibility 
to  get  rid  of  assets  and  to  get  rid  of  them  in  an  orderly  manner.  I 
assume  that  their  response  in  doing  that  was  to  get  rid  of  assets  as 
quickly  as  they  could,  as  efficiently  as  they  could,  and  that  drew 
them  to  the  policy  of  using  large  bulk  sales. 
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We  have  had  a  different  mix  of  assets  and  we  have  not  had  to 
use  the  large  bulk  sales  of  real  estate  assets  like  you  are  tedking 
about. 

Mr.  Lewis.  I  would  be  interested  in  such  an  analysis  by  profes- 
sionals within  your  organization  on  the  record  as  well  as  off  the 
record. 

Mr.  Hove.  Okay. 

[The  information  follows:] 
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BULK  SALES 


The  Federal  Deposit  Insurance  Corporation  uses  a 
variety  of  strategies  to  dispose  of  assets,  Including 
Individual  asset  sales,  settlement  or  workout  of  problem 
loans  and  bulk  sales  of  assets.   The  particular  strategy 
employed  depends  on  a  number  of  factors.  Including  the 
type  of  asset,  volume  presently  In  Inventory,  liquidity 
of  the  asset  portfolio  and  our  capacity  to  adequately 
manage  the  asset  portfolio. 

Typically,  the  FDIC  has  adopted  a  portfolio  sale 
strategy  for  performing  loans  because  there  Is  a 
we 11 -developed  market  for  these  types  of  portfolios  (due 
to  their  liquidity) .   Such  sales  are  consistent  with  our 
overall  objective  of  converting  assets  Into  cash  as 
quickly  as  possible,  and  long-term  credit  and  Interest 
rate  risks  associated  with  holding  the  assets  are 
avoided.   The  FDIC  also  has  generally  adopted  a  bulk 
sale  approach  for  small  distressed  assets  (e.g., 
delinquent  consumer  loans)  because  the  administrative 
costs  associated  with  collecting  these  types  of  loans 
outweigh  the  benefits  and  value  realized  from  their 
Individual  liquidation.   Consequently,  the  FDIC  prefers 
to  dispose  of  such  assets  as  soon  as  possible,  rather 
than  assuming  the  burden  of  managing  them  on  a  long-term 
basis. 

Controversy  surrounding  asset  portfolio  sales 
generally  arises  when  real  estate  property  and/or  large 
nonperforming  commercial  real  estate  loans  are  packaged 
for  sale.   The  primary  argument  centers  around  whether 
the  returns  associated  with  the  individual  disposition 
strategies  would  exceed  returns  associated  with  a  bulk 
sale  approach.   However,  this  is  not  an  easy  area  to 
draw  ironclad  conclusions  because  a  number  of  factors 
can  influence  results  one  way  or  the  other. 

The  management  of  distressed  real  estate  property 
and  problem  loans  is  labor  intensive,  fraught  with  risk 
and  typically  requires  significant  cash  outlays  to  cover 
carrying  costs,  legal  expenses,  etc.   Additionally,  if 
experienced  staff  is  not  available  to  take  required 
actions  on  a  timely  basis,  the  exposure  to  the  sizable 
penalties  incurred  from  owning  nonearnlng  assets 
increases  significantly.   These  costs  not  only  include 
opportunity  costs  from  not  having  monies  available  for 
investment  in  earning  assets,  but  also  include  funding 
operating  deficits,  litigation  fees,  overhead,  losses 
suffered  as  the  result  of  faulty  loan  documentation, 
negative  legal  decisions,  bankruptcy  filings  and 
associated  administrative  fees.   Furthermore,  the  value 
of  distressed  assets  frequently  is  impacted  to  a  greater 
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extent  by  market  changes,  the  risk  of  which  is  increased 
by  prolonged  holding  periods. 

Until  recently,  the  primary  strategy  to  dispose  of 
real  property  and  large  problem  loans  has  been  through 
the  individual  sale  of  real  property  and  through 
negotiating  the  restructure,  workout  or  compromise  of 
problem  loans  directly  with  the  borrower.   This  approach 
works  effectively  when  experienced  professionals  are  on 
hand  and  the  workload  is  reasonable.   Faced  with  the 
management  of  these  types  of  assets  acquired  from  failed 
banks,  the  FDIC's  Division  of  Liquidation  has 
established  a  regional  network  of  consolidated  offices 
with  trained  employees  to  work  out  these  problem  loans 
and  to  dispose  of  real  estate  by  engaging  property 
managers,  real  estate  brokers  and  other  appropriate 
private  sector  assistance.   When  the  workload  has 
strained  the  capacity  of  in-house  personnel,  the  FDIC 
has  contracted  out  asset  management  work  to  private 
firms  and  performed  oversight  of  these  contractors  until 
the  portfolios  were  liquidated  or  the  contracts  expired 
and  the  remaining  assets  could  be  absorbed  by  in-house 
staff. 

The  real  estate  and  problem  asset  management 
business  evolved  further  with  the  Savings  and  Loan 
crisis  and  the  avalanche  of  bad  assets  that  fell  under 
the  ownership  and  control  of  the  federal  government.   In 
this  environment,  traditional  methods  for  managing  and 
disposing  of  such  assets  were  not  as  effective, 
prompting  the  Resolution  Trust  Corporation  to  develop 
strategies  to  move  assets  back  into  the  private  sector 
on  an  accelerated  basis  (i.e.,  bulk  sales). 

Structures  for  portfolio  sales  vary  and  can  involve 
transactions  on  an  all-cash  basis,  seller  financed 
sales,  securitization  structures,  and  liquidating  entity 
format.  However,  there  are  certain  features  that 
transcend  all  structures  for  bulk  sales  and  they  have 
advantages  and  disadvantages. 

Advantages  of  Bulk  Sales 

*  Eliminates  the  need  for  a  large  bureaucracy  to 
liquidate  assets  on  a  long  term  basis. 

*  Reduces  the  risk  of  additional  losses. 

*  Returns  assets  to  the  private  sector  on  an 
expedited  basis. 

*  Reduces  the  overhang  of  government-owned  assets  on 
the  marketplace. 
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*  Generates  returns  that  are  consistent  with  market 
values  for  these  types  of  portfolios. 

Disadvantages  of  Bulk  Sales 

*  Sale  prices  generally  must  be  discounted  to 
reflect  investor  required  returns  necessary  to 
attract  buyers  of  problem  assets. 

*  Sales  frequently  occur  under  distressed  market 
conditions  and  therefore  may  result  in 
transactions  toward  the  low  end  of  the  market 
cycle. 

*   Transactions  that  do  not  provide  for  a  "sharing  of 
the  upside"  prevent  the  government  from 
participating  in  the  higher  net  returns  that  may 
be  realized  from  effective  management  and 
disposition  of  assets  on  an  individual  basis. 

There  does  not  appear  to  be  any  concrete  evidence 
available  to  argue  that  an  individual  asset  liquidation 
strategy  generates  higher  returns  than  bulk  sale 
transactions.   Obviously,  buyers  of  problem  asset 
portfolios  believe  that  they  can  generate  reasonable 
returns  and  are  willing  to  assume  the  risk  necessary  to 
make  a  profit.   However,  such  private-sector  investors 
are  not  affected  by  the  multiple  constraints  placed  upon 
government  agencies  and/or  government  contractors,  nor 
are  they  forced  to  assume  responsibility  for  workloads 
that  are  too  large  to  be  managed  effectively.   Although 
it  may  seem  reasonable  to  assume  that  a  properly  managed 
portfolio  would  generate  higher  net  returns  if  the 
assets  were  managed  and  sold  on  an  individual  basis,  the 
volume  of  assets  to  be  liquidated,  the  staff  available, 
potential  market  fluctuations,  inherent  management  risks 
associated  with  problem  assets,  opportunity  costs  and 
the  need  to  convert  assets  into  cash  quickly  must  be 
factored  into  the  equation. 

Vehicles  have  been  developed  to  combine  the 
advantages  of  bulk  asset  dispositions  and  the  possibly 
higher  returns  associated  with  individual  asset  sales. 
The  RTC's  Multiple  Investor  Fund,  nonper forming  loan 
securitization  structure  and  land  fund  are  notable 
examples.   All  of  these  structures  result  in  the  bulk 
transfer  of  qualified  assets  to  private  investors 
willing  to  risk  substantial  funds  to  purchase  the 
assets.   In  each  case,  the  assets  are  managed  and 
individually  disposed  of  by  professional  managers 
brought  in  by  the  investors  with  the  RTC  retaining  an 
equity  share  that  varies  in  percentage  ownership,  but 
essentially  allows  the  government  to  participate  or 
share  in  any  net  returns  generated  over  and  above  an 
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upfront  agreed  upon  purchase  price.   Hence,  the 
government  transfers  the  risk  and  numerous 
responsibilities  associated  with  long-term  management  of 
assets,  but  retains  a  passive  ownership  interest 
requiring  minimal  servicing  and  oversight. 

The  management  and  disposition  of  problem  assets 
is  a  labor  intensive  and  high  risk  activity.   The  advent 
of  the  Savings  and  Loan  crisis  caused  tens  of  billions 
of  dollars  in  troubled  assets  to  be  placed  under 
government  control  in  a  relatively  short  period  of  time. 
In  this  environment,  it  was  necessary  for  the  government 
and  private  professionals  to  develop  new  vehicles  to 
deal  with  the  problem.   Portfolio  transactions  are  a 
macro  solution  to  an  overwhelming  problem  and  should  be 
viewed  in  that  context,  rather  than  whether  a  single 
individual  asset  may  have  traded  at  a  higher  price  if 
not  packaged  with  other  assets.   The  need  to  resolve 
enormous  problems  with  limited  resources  must  be  taken 
into  consideration  when  evaluating  portfolio  sales. 

The  FDIC  does  not  actively  market  real  property 
assets  in  bulk  sale  packages  and  does  not  anticipate 
acquiring  the  volume  and  mix  of  assets  that  would 
necessitate  such  an  approach.   Further,  the  FDIC  has  an 
experienced  staff  on  hand  and  an  established  network  of 
liquidation  offices  and  asset  management  contractors. 
The  FDIC's  preferred  method  of  disposing  of  real 
property  is  through  the  use  of  brokers,  sealed-bid  sales 
and  auctions,  and  it  is  anticipated  that  such  approaches 
will  continue  to  offer  the  best  opportunity  to  maximize 
recovery . 

The  FDIC  utilizes  bulk  sale  strategies  to  dispose 
of  certain  types  of  loans,  primarily  performing  and 
small  distressed  loans,  and  has  found  bulk  sales  to  be 
an  excellent  method  by  which  to  dispose  of  assets 
expeditiously  and  return  them  to  the  private  sector.   In 
1992,  the  FDIC  recovered  103.1  percent  of  appraised 
value  on  loan  sales.   To  attract  the  greatest  possible 
number  of  purchasers  with  specific  interests,  the  FDIC 
offers  loans  in  homogeneous  packages  whenever  possible. 
Loan  portfolios  are  packaged  in  various  sizes  to  attract 
a  broad  spectrum  of  investors,  depending  on  the  type  and 
quality  of  loans  and  their  geographic  location.   Also,  a 
loan  included  in  a  bulk  sale  package  may  be  withdrawn 
prior  to  the  sale  if  a  settlement  of  the  loan  that  will 
maximize  recovery  is  imminent. 
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Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

PROTECTIONS  AGAINST  FRAUD  AND  WASTE 

Mr.  Stokes.  Sure.  Mr.  Hove,  the  Resolution  Trust  Corporation 
has  encountered  a  number  of  problems  with  fraud,  waste  and 
abuse.  How  do  you  plan  to  ensure  these  problems  will  not  be  re- 
peated by  the  FDIC  when  it  begins  to  take  over  insolvent  thrifts? 

Mr.  Hove.  Again,  we  are  enhancing  our  information  manage- 
ment systems.  We  have  set  up  a  Division  of  Information  Resource 
Management  and  we  have  set  up  a  separate  Office  for  Corporate 
Services  which  includes  our  contracting. 

We  are  enhancing  our  contracting  efforts,  and  making  our  con- 
tracting efforts  more  focused  on  the  work  that  they  do  and  we  are 
tr5dng  to  prevent  some  of  these  problems  before  they  occur. 

BANK  enterprise  ACT 

Mr.  Stokes.  The  committee  appropriated  $1  million  last  year  to 
FDIC  to  prepare  for  implementation  of  the  Bank  Enterprise  Act 
which  authorized  reductions  in  insurance  premiums  to  banks  work- 
ing in  low  income  areas. 

Appropriations  would  be  used  to  cover  the  lost  premium  income. 
How  will  the  administration  spend  $1  million  appropriation  in 
fiscal  year  1993? 

Mr.  Hove.  The  Bank  Enterprise  Act  calls  for  the  establishment 
of  a  committee  or  a  board  that  is  comprised  of  the  Treasury  Secre- 
tary, the  HUD  Secretary,  the  FDIC  Chairman  and  two  public  mem- 
bers. That  board  has  not  yet  been  structured. 

We  have  written  to  the  Treasury  Secretary  and  requested  that 
the  board  be  structured,  but  it  has  not  yet  been  done. 

Mr.  Stokes.  Can  you  tell  us  why  the  President  has  requested  no 
funding  for  this  program  in  fiscal  year  1994? 

Mr.  Hove.  No,  I  can't. 

SALES  OF  AFFORDABLE  HOUSING 

Mr.  Stokes.  The  FDIC  offers  single  family  properties  exclusively 
to  low  and  moderate  income  families  for  180  days  before  making 
them  available  to  other  purchasers.  How  many  properties  were  of- 
fered through  the  Affordable  Housing  Program  in  fiscal  year  1992? 

Mr.  Hove.  Let  me  ask  Jack  Taylor  to  respond  to  that.  Jack 
Taylor  is  in  charge  of  our  Affordable  Housing  Program. 

Mr.  Stokes.  Mr.  Taylor. 

Mr.  Taylor.  As  of  March  31,  there  were  2,296  units  eligible 
under  the  program  and  about  a  third  of  those  are  located  in  Texas, 
another  third  in  New  England  and  then  the  remaining  properties 
are  distributed  throughout  the  United  States. 

About  a  third  of  those  are  condominiums  or  townhouses  and  the 
rest  are  detached  single  family  dwellings. 

Mr.  Stokes.  Is  that  the  number  that  were  offered  through  the 
Affordable  Housing  Program  in  fiscal  year  1992? 

Mr.  Taylor.  Well,  the  program  only  started  on  a  voluntary  basis 
in  March  of  1992  so  it  is  difficult  to  get  a  reading  on  exactly  how 
many  properties.  Since  the  beginning  of  the  fiscal  year,  we  have 
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sold  322  units  to  qualifying  people  where  we  have  been  able  to  pro- 
vide a  subsidy,  if  that  is  what  you  mean. 

Mr.  Stokes.  How  many  do  you  project  to  be  offered  through  the 
Affordable  Housing  Program  in  fiscal  years  1993  and  1994? 

Mr.  Taylor.  Fiscal  year  1993,  we  will  sell  over  800  units  of  af- 
fordable housing.  In  1994,  it  is  difficult  to  say.  That  would  depend 
on  whether  or  not  we  have  a  multi-family  program  and  exactly 
how  much  funding  we  get. 

Mr.  Stokes.  Of  the  properties  offered  under  this  program,  what 
percentage  was  sold  to  the  target  population  in  fiscal  year  1992  and 
what  is  the  projection  for  fiscal  year  1993  and  1994  for  the  targeted 
population? 

Mr.  Taylor.  Since  the  beginning  of  the  program,  about  40  per- 
cent of  the  eligible  properties  have  been  sold  to  qualified  individ- 
uals. We  identify  eligible  properties  as  those  within  125  percent  of 
the  designated  threshold. 

So  there  is  going  to  be  some  properties  that  are  identified  as  eli- 
gible but  in  fact  end  up  selling  above  the  threshold.  The  initial  uni- 
verse is  a  little  bit  larger  than  just  the  statutorily  eligible  proper- 
ties. Also,  properties  that  get  through  the  180-day  period  can  be 
sold  outside  the  program. 

Mr.  Stokes.  What  about  your  projections  for  those  percentages 
for  fiscal  years  1993  and  1994? 

Mr.  Taylor.  We  will  try  to  improve  on  those,  but  it  is  difficult  to 
say. 

Mr.  Stokes.  To  make  FDIC's  affordable  housing  program  more 
effective.  Congress  appropriated  $5  million  last  year  to  provide  pur- 
chase subsidies  for  low  income  buyers.  How  many  families  will 
obtain  these  subsidies  for  fiscal  year  1993? 

Mr.  Taylor.  Three  hundred  twenty-two  eligible  purchasers  were 
sold  properties  under  the  program  in  fiscal  1993  and  will  receive  a 
subsidy  under  the  program. 

Mr.  Stokes.  What  is  the  average  subsidy  as  a  percent  of  pur- 
chase price? 

Mr.  Taylor.  It  is  just  slightly  under  10  percent. 

MULTI-FAMILY  HOUSING  PROGRAM 

Mr.  Stokes.  How  much  would  it  cost  to  include  multi-family 
housing  in  the  program? 

Mr.  Taylor.  It  would  cost  a  great  deal  in  my  opinion  to  include  a 
multi-family  program  because  of  the  discounts  we  would  take  as  a 
result  of  the  rental  restrictions  that  would  be  put  into  place  upon 
the  sale  of  those  properties. 

AFFORDABLE  HOUSING  PROGRAM  ADMINISTRATIVE  EXPENSES 

Mr.  Stokes.  On  page  40  of  your  justifications  you  note  that  ad- 
ministrative expenses  for  the  Affordable  Housing  Program  amount 
to  over  $2  million,  40  percent  of  the  total  appropriation.  What  do 
these  expenditures  cover? 

Mr.  Taylor.  90  percent  of  those  expenses  are  salary-related  and 
our  recent  experience  has  been  that  a  significant  amount  of  man- 
power has  been  required  to  conduct  the  outreach,  do  the  prequalifi- 
cations  under  the  program,  work  with  lenders  under  the  program, 
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work  with  the  State  agencies  and  nonprofits,  and  also  generally  ad- 
minister the  program  properties  as  a  separate  pool  and  track  those. 

All  of  those  activities  go  beyond  the  FDIC's  normal,  general  liq- 
uidation activities. 

The  legislation  requires  the  FDIC  to  charge  those  additional  ad- 
ministrative expenses  against  the  appropriation.  When  you  consid- 
er that  we  have  20  liquidation  offices  nationwide  and  we  require 
some  kind  of  outreach  at  the  local  level,  and  in  each  of  those  areas, 
we  need  someone  that  a  lower  income  purchaser  can  call  on  the 
telephone  and  can  help  them  buy  a  property,  it  requires  a  lot  of 
manpower. 

Also  we  try  to  get  fairly  senior  personnel  involved  in  this  process 
because  it  is  an  important  program  and  we  want  it  to  have  high 
visibility  within  the  Corporation. 

Also,  when  you  consider  that  if  you  have  30  full-time  equivalent 
employees,  which  is  not  a  whole  lot  in  the  scheme  of  things,  and  at 
about  $60,000  a  year  in  total  compensation,  it  runs  at  about  30  em- 
ployees. Now,  more  people  than  that  are  involved  in  the  program 
nationwide  on  a  part-time  basis,  depending  on  the  needs  of  the  in- 
dividual offices.  When  you  look  at  that  against  the  backdrop  of  the 
total  number  of  employees,  over  6,000,  within  the  Division  of  Liqui- 
dation, it  is,  I  would  say,  fairly  modest  staffing. 

Mr.  Stokes.  But  let  me  ask  you  this.  The  figures  you  are  giving 
me  now,  you  are  talking  about  the  90  percent  goes  into  administra- 
tive overhead  costs. 

Mr.  Taylor.  That  is  correct.  Salaries. 

Mr.  Stokes.  So  salaries,  right? 

Mr.  Cherry.  Mr.  Chairman,  I  think  what  you  are  asking  about  is 
the  size  of  overhead  relative  to  subsidy.  Ninety  percent  of  the  ad- 
ministrative overhead  is  salaries.  We  are  not  saying  that  90  per- 
cent of  the  entire  appropriation  is  overhead. 

Mr.  Taylor.  That  is  correct,  yes.  Of  the  $2  million  that  we  have 
identified  as  administrative  expense,  about  $1.9  million  of  that  is 
personnel-related  expense. 

Mr.  Stokes.  So  how  much  of  the  money  gets  to  low  income 
people? 

Mr.  Taylor.  $5  million  total. 

Mr.  Stokes.  It  would  be  $2.9,  wouldn't  it? 

Mr.  Taylor.  We  have  approximately  $3  million,  or  $2.9  million  is 
probably  closer,  that  actually  gets  out  and  we  use  that  in  the  form 
of  rebates  and  discounts  to  purchasers  of  our  assets.  They  can  use 
that  money  in  a  variety  of  ways. 

We  provide  discounts.  We  also  provide  down  payment  assistance 
where  necessary.  We  use  the  money  for  rehabilitation,  also  to  pay 
for  buyer  accounts  and  a  number  of  other  things  that  we  feel  are 
helpful  to  the  purchasers. 

affordable  housing  program  fixed  costs 

Mr.  Stokes.  I  guess  I  am  concerned — obviously  Mr.  Torres  is  con- 
cerned because  he  has  had  the  same  question  in  his  mind  from  the 
document  he  just  brought  me,  since  I  was  leading  into  this  ques- 
tion. 
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But  for  a  program  of  this  sort  that  is  aimed  towards  low  income 
people,  obviously  this  program  is  not  working. 

Mr.  Taylor.  We  will  be  able  to  assist  in  the  sale  of  over  $30  mil- 
lion in  affordable  housing  this  year,  and  I  guess  I  should  also  say 
that  there  is  a  certain  amount  of  fixed  cost  associated  with  this 
program. 

We  are  in  a  tough  situation  because  we  only  had  $5  million  to 
deal  with.  You  need  a  certain  amount  of  minimum  staffing  just  to 
have,  as  I  said,  someone  to  answer  the  phone  when  someone  wants 
to  buy  an  affordable  housing  property,  and  it  is  mostly  a  fixed  cost. 

Those  fixed  costs  would  not  increase  at  a  proportional  level  to  an 
expansion  of  the  program. 

Mr.  Stokes.  You  mean  if  you  got  a  higher  appropriation,  that 
these  expenditures  you  have  referred  to  would  or  would  not — ^ 

Mr.  Taylor.  They  would  remain  the  same. 

Mr.  Stokes  [continuing].  Remain  fixed. 

Mr.  Taylor.  Fixed,  right. 

Mr.  Cherry.  Mr.  Chairman,  the  statute  requires  that  we  charge 
our  administrative  costs  to  the  program.  Once  we  have  the  critical 
mass  in  place,  which  is  where  we  are  now  with  out  $2  million  cur- 
rent size  we  could  probably  run  a  much  larger  program. 

The  numbers  are  high  today  because  the  appropriation  is  con- 
strained at  the  low  end  of  our  range.  We  are  looking  at  this  case 
right  now  and  it  is  why  this  40  percent  number  is  such  a  big  chunk 
of  that  money.  We  are  required  to  charge  these  administrative  ex- 
penses by  the  statute  but  we  could  handle  a  much  bigger  appro- 
priation without  a  materially  larger  piece  of  administrative  over- 
head. 

Mr.  Stokes.  That  is  helpful  to  understand.  That  helps  clarify 
that  issue  for  me. 

Mr.  Lewis.  Mr.  Chairman,  I  had  a  question  along  the  same  lines. 
If  I  could  just  round  that  out.  Let's  assume  that  we  really  were 
anxious  to  actively  expand  the  number  of  units  available  to  indi- 
vidual families,  but  also  multi-family  units,  and  money  was  not  the 
question. 

Let's  say  that  we  were  living  in  the  age  of  the  1980s  where  every 
program  was  growing  at  the  will  of  the  program.  With  the  same 
overhead,  what  could  you  do  if  you  add  additional  money,  and  it 
was  not  the  question. 

And  would  you  model  that  for  us  and  maybe  give  me  a  progres- 
sive scale  so  we  can  actually-like  if  you  can  double  the  number  of 
units  and  only  double  your  overhead,  I  say  we  have  accomplished 
nothing.  But  if  you  can  double  the  delivery  or  quadruple  the  deliv- 
ery of  units  and  not  have  any  more  overhead,  that  would  be  inter- 
esting. 

Mr.  Taylor.  I  haven't  quantified  that  but  we  could  look  into  that 
if  you  like. 

Mr.  Lewis.  Frankly  I  can  tell  you  this,  that  unless  you  are  able 
to  quEintify  it,  I  can  see  this  committee  saying  they  have  got  to 
have  some  priorities  somewhere  else.  I  have  one  other  question  if  I 
could  and  that  closes  out  at  least  my  questions. 

Mr.  Stokes.  Sure.  Go  right  ahead. 
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STATUS  OF  NEW  WEST  NEGOTIATION 

Mr.  Lewis.  Last  year  the  committee  was  able  to  substantially 
reduce  your  estimated  request  of  $6.7  billion  down  to  $2.6  billion. 
We  were  sufficiently  concerned  with  your  estimate  process  that  the 
RTC  Inspector  General  was  asked  to  review  the  FDIC's  process. 

Most  of  your  uncertainty  was  with  regards  to  the  status  of  the 
renegotiations  and  the  soundness  of  the  economy.  I  gather  that  one 
of  the  key  elements  of  uncertainty  last  year  was  the  status  of  nego- 
tiations on  New  West  S&L,  a  note  for  which  you  had  originally  re- 
quested $5  billion. 

Your  estimate  last  year  was  the  note  would  be  paid — could  be 
paid  in  full  in  fiscal  year  1993.  This  year  your  justification  antici- 
pates the  note  will  be  paid  in  fiscal  year  1996. 

What  is  the  precise  status  of  that  note  and  the  assistance  agree- 
ment which  you  have — that  you  have  with  New  West? 

Mr.  Hove.  Let  me  ask  Lou  Wright  to  respond  to  that. 

Mr.  Wright.  That  renegotiation  is  the  only  negotiation  of  the  96 
1988  FSLIC  assistance  agreements  left.  Last  year  when  the  FDIC 
came  before  the  committee  it  was  uncertain  as  to  whether  we 
would  be  successful  in  trying  to  negotiate  a  prepayment  option  to 
pay  off  that  note  in  full.  We  were  unsuccessful.  We  are  still  negoti- 
ating that  note. 

That  note  has  a  balance  currently  of  about  $4.4  billion  as  of 
March  31.  By  its  terms,  the  government  is  allowed  to  prepay  ap- 
proximately $1.6  billion  a  year  or  $400  million  a  quarter.  If  we  con- 
tinue to  exercise  the  rights  at  the  earliest  possible  time,  it  will  pay 
off  in  1996. 

That  was  the  uncertainty  that  we  had  and  I  believe  that  when 
we  came  before  the  subcommittee  last  year,  that  uncertainty  was 
disclosed  within  the  request  and  we  supported  the  IG's  conclusion 
at  the  time  that  they  made  that  the  base  line  appropriation  request 
should  be  reduced. 

Mr.  Lewis.  Obviously  it  is  an  important  item  in  the  mix  this  year 
and  if  you  continue  to  have  regular  contact  with  our  staff,  we 
would  like  to  try  to  be  responsive. 

Thank  you,  Mr.  Chairman. 

Mr.  Stokes.  Mr.  Torres. 

Mr.  Torres.  Mr.  Chairman,  I  have  some  other  questions  that 
were  related  along  the  lines  of  the  certification  process  and  some  of 
the  outreach  programs,  but  I  would  like  to  present  those  in  writing 
and  ask  Mr.  Hove's  staff  to  provide  answers  for  those. 

Would  you? 

Mr.  Hove.  We  would  be  glad  to. 

Mr.  Torres.  Who  shall  I  give  these  to? 

Mr.  Hove.  I  will  take  that. 

Mr.  Stokes.  All  right,  Mr.  Hove.  That  concludes  our  questions. 
We  appreciate  very  much  the  appearance  of  you  and  your  col- 
leagues this  morning. 

Mr.  Hove.  Thank  you,  Mr.  Chairman,  Mr.  Lewis.  Mr.  Torres. 
Thank  you  very  much. 

[Questions  and  answers  for  the  record  follow:] 
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Questions  Submitted  by  Representative  Torres 

Information  systems 

Question  It   Tbe  provisions  of  tbe  1989  savings  and 
loan  rescue  bill,  known  as  FIRREA,  clearly  state  tbat 
federal  bank  regulatory  agencies  are  to  comply  with 
equal  employment  opportunity  requirements  and  are  to 
establish  a  minority  and  women  contracting  outreach 
program.   Yet,  as  recently  as  last  year,  the  House 
Banking  Committee  found  that  the  federal  bank  agencies 
have  chosen  to  interpret  the  law  in  their  own  way, 
resulting  in  far  less  employment  of  women  and  minorities 
than  expected.  There  also  continues  to  be  a  concern 
among  many  of  us  in  Congress  that  minorities  and  women 
are  not  receiving  a  fair  share  of  the  contracts  awarded 
by  the  agencies  and  when  contracts  are  awarded,  they 
often  receive  very  small  ones. 

What  information  systems  have  been  developed  at  the 
agency  that  provide  detailed  statistics  regarding  both 
equal  employment  opportunity  and  contracting  and 
outreach  awards? 

Answer:   Work  force  profiles  are  developed  using 
DataQuery,  a  tool  for  accessing  personnel  data 
concerning  FDIC  employees  maintained  by  the  National 
Finance  Center  in  a  data  bank. 

The  National  Contracts  System  ("NCS")  is  available 
in  all  our  contracting  offices  throughout  the  country. 
The  purpose  of  the  NCS  is  to  provide  a  centralized 
source  to  collect  information  on  firms  that  are 
interested  in  doing  business  with  the  FDIC  and  to 
collect  solicitation  information  on  firms  that  have 
received  contracts  from  the  FDIC. 

By  completing  an  application  form,  the  vendor 
provides  information  which  includes  (1)  the  type  of 
o%mership  (minority  and  women  business  status) ,  (2)  the 
types  of  goods  and  services  the  firm  desires  to  provide, 
and  (3)  the  geographic  areas  in  which  the  firm  does 
business.   Contracting  offices  throughout  the  country 
can  utilize  this  system  to  generate  a  solicitation 
source  list  to  select  potential  vendors  to  provide  goods 
and  services  to  the  FDIC.   The  MHOB  status  is  available 
on  all  reports  that  are  generated  from  the  system.   The 
system  also  provides  the  flexibility  to  generate  lists 
and  reports  using  the  MWOB  status  as  a  selection  factor. 
Of  approximately,  23,000  firms  on  the  NCS,  over  30%  are 
MWOB  status. 
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The  NCS  also  provides  the  capability  to  track 
summary  statistics  on  solicitations  sent  to,  and 
proposals  received  from  MWOB  contractors.   The  FDIC  also 
uses  the  Procurement  Automated  Source  System  maintained 
by  the  Small  Business  Administration  as  a  tool  for 
identifying  potential  MWOB  sources. 

Information  on  contract  awards  to  MWOB  contractors 
is  available  through  the  Purchase  Order  System  (POS) . 
The  primary  purpose  of  the  POS  is  to  provide  information 
on  contractors  that  are  awarded  by  the  FDIC  and  to  feed 
this  information  into  the  Corporation's  accounting 
records.   The  system  has  the  capability  to  track  MWOB 
contract  data  for  ethnic  categories  by  140  product  and 
service  codes. 

FDIC  Personnel  Profile 

Question  2a:   What  percentage  of  the  executive 
level  positions  and  how  many  of  the  highest  paid 
positions  at  the  FDIC  are  held  by  minorities  and  women? 

Answer:   White  women  occupy  14.7%,  African  American 
men  3.2%,  African  American  women  .9%,  Hispanic  men  .9%, 
Asian  American  women  .9%,  for  a  total  of  20.6%  of  the 
executive  level  positions. 

There  are  currently  10  non-minority  women  (10%)  2 
Asian  American  women  (2%) ,  2  Black  women  (2%) ,  4  Black 
males  (4%)  and  1  Hispanic  male  (1%)  in  the  highest  paid 
positions. 

Question  2c:   Could  you  please  provide  the  most 
current  staffing  statistics  for  the  FDIC  showing  by 
category  the  percentage  of  employees  by  race,  sex, 
disability  and  age? 

Answer:   See  Attachment  1  for  current  staffing 
statistics  by  race  and  sex.   The  FDIC  currently  has 
35.5%  of  its  workforce  that  is  over  the  age  of  40  and 
6.8%  of  the  workforce  have  a  disability. 

Equal  Employment  Policy  Changes 

Question  2d:  Have  there  been  any  changes  in 
policies  and  procedures  regarding  equal  employment 
opportunity  during  the  past  year? 

Answer:   Yes,  the  RTC  Refinancing  and  Improvement 
Act  of  1991  establishes  the  right  of  the  RTC  to  return 
permanent  employees  to  the  FDIC.   All  permanent 
employees  assigned  to  the  RTC  have  the  right  to  return 
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to  the  FDIC  by  December  31,  1996.   In  anticipation  of 
the  sunset  date,  FDIC  has  tcdcen  steps  to  contain  growth 
in  the  total  number  of  FDIC  employees  during  this 
transition  period.   Therefore,  the  FDIC  began  a  freeze 
on  hiring  for  all  GG  and  E-level  positions  and  all 
promotion  actions  which  necessitate  competition  under 
the  FDIC  merit  promotion  plan  effective  March  1992. 
This  has  had  an  impact  on  the  ability  to  do  affirmative 
recruitment  and  placement  within  the  FDIC. 

Although  the  RTC  putbacks  have  limited  external 
recruitment  and  hiring,  the  FDIC  has  taken  positive 
steps  towards  equal  employment  opportunity  in  terms  of 
policies  and  procedures.   In  the  FDIC's  draft  strategic 
plan,  of  the  eight  goals,  one  is  specifically  developed 
to  create  a  workplace  that  achieves  a  diverse  work  force 
and  enables  employees  to  attain  their  maximiim  potential 
in  an  environment  free  of  discrimination.   In  addition, 
the  Division  of  Liquidation  has  included  in  their 
strategic  goals,  objectives  that  address  diversity  in 
the  workplace,  including  training  programs  to  enhance 
opportunities  for  women,  minorities  and  disabled.   The 
Legal  Division  has  also  developed  guidelines  to  ensure 
that  the  Division's  operations  support  equal  employment 
opportunity  and  are  free  from  unlawful  discrimination  on 
the  basis  of  race,  sex,  religion,  color,  national 
origin,  age,  or  physical  or  mental  handicap.   An  article 
also  appeared  in  the  FDIC  Legal  News  reaffirming  the 
Legal  Division's  commitment  to  equal  employment 
opportunity. 

The  Corporation's  policy  for  equal  opportunity 
states  that  "support  and  promotion  of  the  equal 
employment  opportunity  program  and  the  Minority  and 
Women  Outreach  Program  are  critical  elements  in  the 
evaluation  of  managerial  and  supervisory  performance." 

Additionally,  the  Corporation  is  in  the  process  of 
implementing  a  mentoring  program  targeted  for 
minorities,  women  and  disabled  which  is  scheduled  to 
begin  within  the  next  six  months.  The  Office  of  Equal 
Opportunity  also  has  dedicated  staff  to  provide 
technical  assistance  to  employees  of  the  Corporation  as 
well  as  potential  applicants  in  completing  their 
application  for  employment.   A  guide  on  how  to  complete 
the  SF-171  was  developed  to  assist  minorities,  women  and 
disabled  to  be  more  competitive  in  the  selection 
process. 
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Dttsoription  of  Offio*  of  Equal  Opportiinity 

Question  3:   Could  you  d«sorlb«  th«  current 
personnel  and  structure  of  the  office  which  adninisters 
your  equal  employment  opportunity  programs?  What  is  the 
current  reporting  structure  to  the  Chairman's  office? 

Jknswert   The  office  is  headed  by  a  minority  woman 
at  the  executive  level.   It  consists  of  28  full  time 
employees,  1  American  Indian,  5  Asians,  12  African 
Americans,  3  Hispanics  and  7  non-minority  women.   Of  the 
28  employees,  12  or  42.9%  have  identified  themselves  as 
having  a  disability.   In  addition,  the  office  has  5 
positions  set  aside  for  minority  and  disabled  students 
which  are  filled  on  a  part  time  basis.   Of  the  5 
positions,  we  currently  have  4  of  the  positions  filled 
or  8  students  of  which  6  are  African  American,  1 
Hispanic  and  one  non-minority  disabled. 

The  Director  of  the  Office  of  Economic  Opportunity 
reports  directly  to  the  Chairman  of  the  Corporation. 

Minority  and  Women  Outreach 

Question  4t  Could  you  please  provide  me  with  an 
update  of  your  minority  and  women  outreach  program?  I 
am  specifically  Interested  in  the  niimber  of  contracts 
which  are  in  place  with  minority  and  women  owned 
entities  that  provide  a)  financial  services,  b) 
Investment  banking,  c)  underwriting,  d)  accounting,  e) 
legal  services,  f)  management  of  institutions,  g)  asset 
management,  and  h)  asset  disposition. 

Answer:   Section  1216(c)  of  the  Financial 
Institutions  Reform,  Recovery  and  Enforcement  Act  of 
1989  (FIERRA)  is  the  statutory  authority  for  the 
creation  of  the  Minority  and  Women  Outreach  Program 
(MWOP) .   As  mandated  by  Section  1216(c),  the  Federal 
Deposit  Insurance  Corporation  established  a  MWOP  within 
its  Office  of  Equal  Opportunity  (OEO) .  The  OEO  was 
delegated  the  authority  to  oversee  the  implementation  of 
initiatives  that  provide  for  the  inclusion  of  MWOB  to 
the  maximum  extent  possible  in  all  contracting  with  the 
Federal  Deposit  Insurance  Corporation.   In  February  of 
1990,  the  FDIC  issued  an  interim  rule  in  regulatory  form 
to  formally  establish  the  MWOP.  The  final  rule  to 
implement  Section  1216(c)  was  promulgated  on  J^ril  24, 
1992,  became  effective  May  16,  1992  and  is  published  as 
12  CFR,  Part  361,  Minority  and  Women  Outreach  Program  - 
Contracting  for  Goods  and  Services. 

Subsequently,  policies  and  co^>lementlng  procedures 
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have  been  established  and  Implemented  to  maximize 
contract  engagement  opportunities  for  minority  and  women 
owned  businesses  (MWOBs) .   Moreover,  minority  and  women 
owned  businesses  receive  a  3  percent  cost  advantage  as 
well  as  technical  advantages  dviring  the  competitive 
process.   A  subcontracting  plan  is  required  for  all 
contracts  (except  contracts  with  MWOBs)  that  are 
expected  to  exceed  $500,000,  have  a  period  of 
performance  of  at  least  120  days  and  have  subcontracting 
possibilities . 

Resources  (fiscal  and  hiuum)  have  been  allocated  to 
implement,  monitor  and  evaluate  the  established  policies 
and  procedures.   Currently  there  are  11  full  time 
positions  dedicated  to  oversee  and  implement  the  MWOP, 
of  which  two  are  at  the  executive  level.  One  is  Asian 
and  one  is  Hispanic.   Additionally,  there  are  more  than 
150  persons  with  collateral  duty  assignments  to  assist 
with  the  implementation  of  the  program  located  in  our 
Regional  and  Consolidated  Offices.   The  Legal  Division 
has  also  designated  a  senior  manager  in  each  office  as 
the  primary  outreach  coordinator  responsible  for 
ensuring  effective  implementation  of  outreach  efforts  in 
the  selection  and  retention  of  outside  counsel.   In- 
house  training  will  also  be  conducted  on  a  nationwide 
basis  to  provide  guidance  to  staff  in  the  areas  of 
minority  and  women  outreach. 

The  FDIC  continues  to  be  proactive  in  the 
identification  and  registration  of  MWOBs  and  Minority 
and  Women  Owned  Law  Firms  (MWOLFs) .   Our  outreach 
efforts  are  both  nationwide  in  scope  and  geographically 
specific.   We  have  participated  in  numerous  prominent 
minority  and  women's  national  and  regional  conferences 
and  seminars.   At  these  events,  outreach  activities 
include:  the  distribution  of  materials  information  on 
FDIC's  registration  and  contract  procedures;  providing 
the  organization  with  a  FDIC  speaker,  normally  an 
executive  from  the  Division  of  Liquidation,  Office  of 
Corporate  Services  and/or  the  Office  of  Equal 
Opportunity,  who  is  involved  in  recruitment,  contracting 
and  MWOP;  participation  on  panels;  and  meeting  with  the 
executives  of  organizations  to  facilitate  the 
development  of  a  business  relationship  with  the 
organizations  and  their  constituents. 

We  have  recently  participated  in  conferences  by  the 
National  Black  Accountants,  Hispanic  Chamber  of 
Commerce,  Organization  of  Chinese  Americans,  The 
Congressional  Black  Caucus  Foundation,  The  National 
Association  of  Real  Estate  Brokers,  LULAC,  the  Native 
American  Bar  Association  annual  meeting,  and  the 
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ABftrlcan  Bar  Association  Minority  Counsal  DsBonstration 
Program. 

On  a  local  or  sita  spacific  basis,  aach  FDIC  fiald 
offica  has  baen  and  will  continua  to  ba  proactiva  with 
local  and  regional  minority  and  woman  organizations  to 
promote  and  develop  relationships  with  the  NWOB 
comnunity  so  parties  can  understand  the  types  of 
contract  services  and  opportunities  are  cvirrently 
available  from  the  minority  and  women  business  community 
and  the  types  of  services  being  contracted  for  by  the 
FDIC.   In  order  to  increase  minority  and  women  business 
representation  in  areas  where  it  has  been  lacking, 
offices  have  initiated  telephone  inquires  to  individual 
minority  and  woman  owned  businesses,  contacted  both 
women  and  minority  professional  associations  in  the  area 
and  placed  local  promotional  advertisements  in  the  print 
media  and  on  the  radio  to  promote  specific  contracting 
opportunities  or  FDIC  fimctions  open  to  the  public  with 
specific  emphasis  on  minorities  and  women.   The  FDIC 
Legal  Division's  MWOP  will  be  sponsoring  its  second 
national  synposiun  for  minority  and  women  o%med  law 
firms  on  May  20  through  the  22nd  Chicago,  Illinois. 
This  symposium  is  being  co-sponsored  by  the  Hispanic 
National  Bar  Association,  National  Asian  Pacific 
American  Bar  Association,  National  Association  of  Women 
Lawyers,  National  Conference  of  Women's  Bar  Association, 
National  Disabled  Bar  Association  and  the  National  Bar 
Association.   FDIC  expects  to  interview,  individually,  a 
minimum  of  300  minority,  women  or  disabled  firms.   FDIC 
asset  servicers  who  retain  outside  counsel  for  FDIC 
related  matters  will  also  participate  in  the  Symposium. 

Joint  Ventures 

The  FDIC  has  been  active  in  promoting  joint 
ventures  between  non-minority  and  minority  and  women 
owned  firms  and  among  minorities  and  women  owned 
businesses.   Joint  ventures  provide  MWOBs  additional 
avenues  to  successfully  compete  for  contract 
opportunities.   This  also  allows  them  to  gain  FDIC 
specific  contracting  experience  and  knowledge  and 
increase  their  competitiveness  for  future  FDIC  contract 
opportunities.  Joint  ventures  with  at  least  25%  MWOB 
participation  receive  a  3%  price  advantage  and 
additional  bonus  points  under  the  technical  part  of  the 
proposal.   On  two  occasions,  contractors  participating 
in  the  Regional  Asset  Liquidation  Awards  Basic  Ordering 
Agreement  asked  that  their  BOA  be  expanded  to  include 
all  regions.   They  were  told  that  to  increase  their 
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service  area  they  must  include  NWOBs  through  a  joint 
venture  or  substantial  subcontracting  agreement  with 
NWOBs. 

suboon tract  ing 

As  previously  indicated,  the  FDIC  requires  a 
subcontracting  plan  for  all  contracts  (except  contracts 
with  MWOBs)  that  are  expected  to  exceed  $500,000,  have  a 
period  of  performance  for  at  least  120  days,  and  have 
subcontracting  possibilities.   Each  prime  contractor  in 
this  category  submits  a  subcontracting  plan  to  be 
reviewed  and  evaluated  as  one  of  the  technical 
evaluation  factors. 

FDIC  contract  managers  provide  continuous  oversight 
and  feedback  to  prime  contractors  and  monitor  the 
subcontracting  progress  as  it  relates  to  the  MWOP.   The 
prime  service  contractors  are  aggressively  seeking  MWOBs 
as  subcontractors.   The  prime  contractors  have 
identified  MWOB  coordinator/contact  personnel  in  the 
contract  service  and  employment  areas  in  their  various 
departments . 

It  is  the  Legal  Division's  policy  to  affirmatively 
seek  to  retain  minorities  and  women  as  outside  counsel. 
In  addition  to  engaging  minority  and  women  owned  law 
firms  directly,  and  as  co-counsel  with  majority  firms, 
the  FDIC  also  seeks  to  engage  the  services  of  minorities 
and  women  within  majority  firms.   Accordingly,  all  FDIC 
attorneys  referring  legal  matters  to  outside  counsel 
will  give  strong  consideration  to  minority  or  women 
partners  and  associates  in  majority  firms.   For  example, 
when  initially  retaining  a  majority  firm,  the 
responsible  FDIC  staff  attorney  will  take  the  initiative 
by  asking  the  firm  which  of  its  minority  and  women 
partners  and  associates  are  available  to  take 
responsibility  for  the  matter.   The  FDIC  attorney  may 
then  specify  that  some,  most,  or  all  work  on  the  matter 
be  handled  by  those  minorities  and  women. 

With  regard  to  specific  types  of  contracting,  the 
FDIC's  system  does  not  currently  have  the  capability  to 
capture  information  in  the  requested  format.   We  are  in 
the  process  of  modifying  the  system  and  should  be  able 
to  have  the  capability  to  report  in  the  more  detailed 
format  within  the  next  six  months. 

However,  we  do  have  the  statistics  for  the  field 
units  which  would  encompass  liquidation  activities.  For 
the  first  quarter  of  1993,  9.55%  of  the  dollars  were 
awarded  to  minorities  and  18.6%  to  non-minority  women 
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for  a  total  of  27.15%.  See  attachment  2.  There  are 
currently  23,000  firms  registered  in  our  vendor  data 
base  of  which  2%  are  Asian,  5%  Black,  3.2%  Hispanic,  3% 
Native  American  and  16.3%  non-minority  women.   In  the 
first  quarter  of  calendar  year  1993,  the  asset  servicers 
awarded  6,808  subcontracts  with  fees  estimated  at 
$30,527,000.   Minorities  received  4035  (6%)  of  the 
subcontracts  and  fees  estimated  at  $1,377,000  (5%)  and 
non-minority  women  received  1042  (15.3%)  of  the 
subcontracts  and  $5,762,000  (19%)  of  the  estimated  fees 
for  a  total  of  $7,140,000  (24%). 

Legal 

There  are  4,980  registered  law  firms.   Of  this 
number,  559  (11%)  are  minorities  and  428  (9%)  are  women 
owned  law  firms  (MWOLFs)  for  a  total  of  20%  minority  and 
women  owned  law  firms. 

In  the  first  quarter  of  1993,  a  total  of 
$41,775,843  has  been  paid  in  fees.   MWOLFs  received 
$4,457,302  (10.7%).   Minorities  received  8.1%  of  the 
fees  and  non-minority  women  received  2.6%. 

Even  though  the  total  fees  paid  for  legal  services 
by  the  FDIC  has  decreased  by  25%,  fees  paid  to  MWOLFs 
continue  to  increase. 

Contracting  Outreach  Regulations 

Question  5:   Can  you  also  provide  me  with  the 
regulations  that  are  required  under  FIRREA  to  implement 
the  contract  outreach  program?   I  would  ask  that  you 
include  any  information  pertaining  to  the  creation  of  an 
executive  level  position  to  administer  or  oversee 
■inority  and  women  outreach  contracting  programs. 

Answer:  See  attachment  3.  The  Director  of  the 
Office  of  Equal  Opportunity  has  the  overall  responsi- 
bility for  overseeing  the  minority  and  women  outreach 
contracting  program.  In  addition,  the  Legal  Division 
has  a  Hispanic  male  who  oversees  the  legal  portion  of 
the  minority  and  women  outreach  program. 

Question  6t   Do  the  FDic  and  RTC  share  one 
certification  process  for  minority  and  women  contractors 
for  financial  services  or  do  the  agencies  act 
independent ly 7 

Answer:   Presently,  there  is  no  one  certification 
process  for  the  FIRREA  agencies.   However,  during  our 
recent  quarterly  FIRREA  agency  meeting  on  April  6,  1993, 
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discussions  commenced  on  a  joint  certification  process 
for  all  FIRREA  agencies.   The  FDIC  accepts  vendor 
certification  from  all  other  FIRREA  agencies.   We  also 
accept  certification  from  other  agencies  including  the 
Small  Business  Administration. 
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■MWY  or  UML  BVCMKt  IT  RimtTT  COM 


niC  Clir/rar/MIF/ITO  riS  RDOIT  Ueenad  ••■imt  ludB*!) 
rai  THE  KIIOO  01/01/92  -  12/31/92 


S  of 


N<n. 


Ninortty  Cod* 


Tetil 


Total 


■lock  African  tmrnla 

Atitn  Mwrlcan  Foaalt 

Mativ*  Aaarlcan  Faaalt 

Nitpanic  AaarfcM  Fvala 

SUtTOTM.  NIKXITT  FOUtt 

■on-Hinerlty  FmbI* 

mTOTU  FOWU 

■ativt  taarlean  Mala 

Aaian  taarlcan  Mala 

•tack  taarlcan  Data 

■lapanic  Aaarlcan  Nala 

wiTorM.  Nimin  mm 

TSIU.  -  aimilTT  t  FOMU 

raiM.  -  unaoTiFio  ot 
m-waiiTT  iMU 


TOtM, 


<28.T92 

(2.807 

■S1,S99 

3.MB 

I* 

S,«39 

2.962 

n 

S,0S« 

310,174 

16,112 

S26.2S6 

Sd.Ko 

l^.ttt 

36(,7M 

tm.tzr 

lOS.SW 

1,0*3.9tS 

\.fU.W 

ik.liS 

1.4U.>02 

«.«M 

u.m 

9S.9a 

S.flM 

«w 

H.m 

«1,tU 

■t.aii 

\.m».m 

1.4M.MS 

1t4.9*» 

1,«»,WS 

I.IU.W 

I.W.M6 

*.m.in 

M.Mf 

4.6S7.302 

».I«».IW 

•.fl*.4«t 

ir.ttt.M1 

■M.0.S1 

■fty^^Vf^^B 

Mi.m.au 

0.71X 
0.09X 
0.07X 
7.J2X 


e.isx 


loo.on 


X  of 

GUANO 

TOTAL 


■lack  AMriean  F«Mla 

■89.013 

•11,529 

•100.542 

0.74X 

0.07X 

Aalan  AMriean  Faala 

S.S78 

TSS 

4,333 

0.03X 

O.OOX 

Hatlva  AMrican  FoMla 

9.776 

1,309 

11,085 

0.08X 

0.01X 

Mtapanlc  AMrican  F«Mla 

629.165 

20.691 

U9,656 

3.31X 

0.29X 

MTOTAL  NINODirr  FEMALE 

ssi.su 

u.ta 

Stf,61S 

4.16X 

6.S>x 

Hon-Nlnorlty  F*Mla 

3.436.9(3 

602.288 

3,839,231 

28.23X 

2.51X 

SWTOTAL  FEMALE 

s.Mi.in 

m.m 

4.404,846 

32.39X 

2.BSX 

Native  Anarlcan  Nala 

81.808 

8.825 

90,632 

0.67X 

0.06X 

Aalao  AMTtcan  Mala 

71,115 

5.684 

76.798 

0.56X 

0.05X 

■lack  Aaarlcan  Mala 

3.286.676 

295.052 

3.579,528 

26.3ZX 

2.34X 

NIapanIc  Aaarican  Nala 

4.630.660 

816,917 

5.447,557 

40.06X 

3.S6X 

SMTOTAL  MINOtlTT  MALE 

8,068,038 

1,126,478 

9,194,516 

67.61X 
100. oox 

6.01X 

TOTAL   -  MINMITY  t  FEMALE 

12.036,511 

1,562,851 

13,599,362 

8.89X 

TOTAL   -  UNINDENTIFIED  M 

NON-MINOKITT  MALE 

105,065,766 

34.300.899 

139,366,665 

91.11X 

GRAND  TOTAL 

■117,102,277 

■35.863.750 

•152,966.027 

100.00X 

FC«  TNE  PER  100  01/01/93  -  3/31/93 

Minority  Cod*                            Faaa 

EHianaaa 

Total 

X  of 

Nin./WOMn 

Total 

X  of 

GMNO 

TOTAL 

0.08X 
0.01X 
0.01X 
0.78X 


0.87X 
2.621 


2.15X 

8.231 

0.5tt 

•.Ott 

23.98K 

2.Stt 

40.591 

6.S3S 

a.vh 

y.uk 

ie.67S 


■9.SB 
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FBn«M.  DVOMT  MaUMMCC  CONKMAIKM 

DIRECTIVE  SYSTEM 


TYPE  AND  ^aJMeB) 

Circular    3700.9 


CONTACT 

Brenda   Butler 


TELEPHONE  NUMBER 

(2021  flqft-iflin 


May   27,    1992 


DATE  OF  CANCELLATION 


TO: 
FROM: 

SUBJECT: 


All  Offices 


/^■, 


Stanley  J.  Poling,  Director   -  „     ,,  ,  „      •, 
Division  of  Accounting  and  Corporat^jSarvlces  /dacS) 

Minority  and  Women  Outreach  Progranl 
Contracting  for  Goods  and  Services 


1.  Purpose.   To  establish  inplenenting  procedures  to  ensure,  to 
the  fullest  extent  practicable,  that  firms  owned  by  minorities 
and  wonen  are  given  the  opportunity  to  participate  in  all 
contracting  activities  that  the  FDIC  enters  into  for  goods  and 
services.   Legal  service  agreements  are  not  covered  by  this 
directive. 

2.  Background.   The  Board  of  Directors  established,  in  FDIC 
Circular  3320.1,  an  acquisition  policy  which  encourages  the 
inclusion  of  Minority  and  Women-Owned  Businesses  (MWOB's)  in  the 
purchase  of  supplies  and  services.   The  Financial  Institutions 
Reform,  Recovery,  and  Enforcement  Act  (FIRREA)  of  1989  (Title 
XII,  Section  1216)  requires  the  FDIC  and  other  FIRREA  agencies  to 
prescribe  regulations  to  establish  and  oversee  a  minority 
outreach  program.   Further,  the  Office  of  Equal  Opportunity 
issued  regulations  which  set  forth  the  policy  for  FDIC's  Minority 
and  Women  Outreach  Program  (MWOP) . 

3.  Definitions.   For  purposes  of  this  program,  "Minority  and 
Women-Owned  Businesses"  are  defined  as  firms  that  are  at  least 
fifty-one  (51)  percent  owned  and  controlled  by  minorities  and/or 
women.   In  the  case  of  publicly-owned  companies,  at  least 
fifty-one  (51)  percent  of  the  voting  stock  must  be  otmed  and 
controlled  by  minorities  and/or  women.   Additionally,  the 
management  and  daily  business  operations  must  be  controlled  by 
one  or  more  such  individuals  if  the  firm  is  to  be  considered  an 
eligible  participant.   The  term  "minority"  means  Black  American, 
Native  American,  Hispanic  American,  or  Asian  American. 

*'      Rggponsibllities  and  Procedui-fta.   All  contracting  officials 
located  in  the  Washington,  Regional,  and  Consolidated  offices  are 
responsible  for  implementing  the  following  procedures: 
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a.  Procurement  Review.   All  competitive  procurement  requests 
shall  be  reviewed  prior  to  solicitation  to  ensure  that  MWOB  firms 
are  considered  in  the  bid  process.   Contracts  over  $25,000  shall 
be  reviewed  by  the  MWOB  Coordinator  or  the  Contract  Specialist 
assigned  those  duties  in  the  Washington,  Regional,  and 
Consolidated  offices.   Procurement  requests  under  $25,000  shall 
be  reviewed  by  the  Contracting  Official.   The  reviewer  shall 
document  the  contract/ purchase  order  file  on  the  actions  taJcen 
relative  to  the  review.   The  file  shall  indicate: 

(1)  that  MWOB  firms  were  on  the  bid  list; 

(2)  that  MWOB  firms  were  added  to  the  bid  list  (identify 
companies  added  to  the  list) ;  oc 

(3)  The  reasons  MWOB's  were  not  solicited;  and 

(4)  The  method  of  contracting  recommended,  i.e. 
targeted,  fully  competitive,  etc. 

b.  Vendor  Source  Lists.   As  a  part  of  the  review  process, 
the  FDIC  National  Contractor  System  (NCS)  shall  be  utilized  to 
identify  qualified  MWOB's  that  can  be  included  on  bid  lists.   In 
addition,  the  RTC  Contractor  Database,  the  Small  Business 
Administration's  Procurement  Automated  Source  System, 
city/state-published  directories,  and  any  other  available 
directories  listing  MWOB's  can  be  utilized  to  identify  qualified 
firms. 

c.  Certification 

(1)  All  contractors  must  complete  either  form  FDIC 
3700/04,  Representations  and  Certifications,  or  form  FDIC 
3700/12,  Representations  and  Certifications  (Procurement),  which 
shall  be  included  in  all  bid/proposal  packages. 

(2)  When  targeting  MWOB  firms,  and  the  project  dollar 
value  exceeds  $50,000,  the  firms  involved  in  the  competition  must 
submit  their  articles  of  incorporation  for  verification  of 
status.   Also,  all  certifications  on  contracts  with  option  years 
must  be  verified  and  updated  before  the  option  year  is  exercised. 

d.  contracting  with  MWOB  Firms 

(1)   In  instances  where  MWOB  firms  have  demonstrated 
their  capability  to  perform,  and  can  also  be  expected  to  provide 
fair  and  reasonable  prices,  the  Contract  Specialist  has  the 
flexibility  of  utilizing  either  of  the  following  methods  to 
contract  for  the  project: 

(a)   Open  competition;  applying  price  advantages  and 
or  technical  consideration  to  the  MWOB's  bid  or  proposal  (see 
Evaluation  Advantage,  subparagraph  e,  following) . 

-2- 
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(b)   Targeting  ^WOB's. 

(2)   For  purchases  under  $25,000,  efforts  should  be  made 
to  establish  blanket  purchase  agreements  (BPA's)  and  basic 
ordering  agreements  with  MWOB  firms  when  possible. 

e.  Evaluation  Advantage.   In  furtherance  of  the  FDIC's 
objectives  and  initiatives  undertaken  to  include  MWOB's  in  the 
contracting  process,  offers  from  MWOB  firms  shall  be  given  a 
price  advantage  of  three  (3)  percent  for  competitively  bid 
projects  and  additional  technical  consideration  at  the  discretion 
of  the  Contracting  Officer.   To  earn  additional  technical 
consideration,  however,  the  firm's  proposal  must  fall  within  the 
competitive  range. 

f.  Joint  Venture.   Joint  ventures  (an  agreement  between  two 
or  more  companies  to  perform  a  specific  project)  are  an 
acceptable  means  of  increasing  contracting  opportunities  for 
MWOB's.   Because  of  the  diversity  of  some  of  FDIC's  contracts,  an 
MWOB  may  find  it  necessary  to  team  with  a  majority  firm(s) 
because  the  MWOB  lacks  the  necessary  capacity  to  perform  the 
contract  on  its  own.   When  this  occurs,  price  advantages  and 
technical  points  will  be  applied  to  the  MWOB  portion  of  the  joint 
venture  commensurate  with  the  percentage  of  work  t-  be  perforaed 
by  the  MWOB  firm.   No  credits  will  be  applied  when  the  MWOB 
portion  of  the  project  is  less  than  twenty-five  (25)  percent. 
Joint  ventures  between  two  or  more  MWOB  firms  are  particularly 
encouraged. 

g.  Subcontracting 

(1)  A  subcontracting  plan  is  required  for  all  contracts 
(except  contracts  with  MWOB's) : 

(a)  that  are  expected  to  exceed  $500,000;  and 

(b)  that  have  a  period  of  performance  of  at  least 
120  days;  and 

(c)  that  have  subcontracting  possibilities. 

(2)  The  Contracting  Officer  is  responsible  for 
deteminin?,  in  advance  of  solicitation  or  negotiation,  whethsr 
subcontracting  opportunities  exist  for  MWOB's.   If  the  project 
meets  the  thresholds  outlined  in  subparagraph  g.(l),  above,  tha 
contractor  shall  submit  a  subcontracting  plan  acceptable  to  the 
FDIC  which  will  ensure  the  inclusion  of  small  businesses  and 
MWOB's  in  the  solicitation  and  award  of  subcontracts.   The 
contractor  will  also  be  required  to  submit  reports  advising  FDIC 
of  its  company's  compliance  with  the  subcontracting  plan.   (See 
FDIC  Contract  General  Provisions.) 
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h.   Technical  Assistance.   Technical  assistance  services  are 
intended  to  promote  the  continuing  growth  and  development  of  MWOB 
firms  in  the  community.   Therefore,  the  Contract  Specialist  or 
MWOB  Coordinator  will  assist  HWOB  firms  in  identifying  their 
development  needs  and  provide  the  guidance  and  direction 
necessary  for  the  firms  to  become  self  sufficient  by: 

(1)  Analyzing  the  successes  and  shortcomings  of  the  MHOS 
firm  and  providing  assistance  and  guidance  to  enable  the  firm  to 
become  fully  competitive. 

(2)  Establishing  regular  performance  monitoring  to 
ensure  contract  performance. 

(3)  Debriefing,  upon  written  request,  an  unsuccessful 
MWOB  offeror  on  the  reason (s)  the  firm's  proposal  was  not 
selected  for  the  contract  award.   The  firm  should  be  advised  of 
the  criteria  used  for  selection  of  the  awardee,  and  the  weak 
areas  within  the  firm's  proposal  should  be  defined. 

i.   Management  Assistance.   Personnel  from  DACS,  Corporat* 
Services  Branch  (CSB) ,  Acquisition  Services  will  conduct 
management  reviews  on  the  implementation  of  the  MWOP  at  the 
Washington,  Regional,  and  Consolidated  offices.   These  revietrs 
are  designed  to  provide  program  direction,  guidance,  and 
information  necessary  to  carry  out  the  Program. 

j.   Records  Management.   Each  Contracting  Office  will: 

(1)  Maintain  all  records  and  files  necessary  to 
demonstrate  maximum  support  for  the  Program  in  accordance  with 
the  FDIC  Records  Retention  and  Disposition  Schedule  (FDIC 
Circular  1210.1) . 

(2)  Develop  reports  that' comply  with  the  MWOP. 

5.  Additional  Information.   Any  questions  concerning  the 
provisions  of  this  directive  should  be  directed  to  the  DACS/CSB, 
Acquisitions  Services  at  (202)  898-3810. 

6.  Forma.   Forms  FDIC  3700/04,  Representations  and 
Certifications,  and  FDIC  3700/12,  Representations  and 
Certifications  (Procurement) ,  may  be  obtained  from  the  DACS/CSB, 
Acquisition  Services. 
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disease.  Fowl  pest  Gari>age,  Hog 
cholera.  Rinderpest  Swine  vesicular 
disease. 

Accordingly,  9  CFR  part  9*  is 
amended  as  follows: 

PART  »«— RINDERPEST,  FOOT-AND- 
MOUTH  DISEASE,  FOWL  PEST  (FOWL 
PLAQUE),  NEWCASTLE  DISEASE 
(AVIAN  PNEUHOENCEPHAUTIS), 
AFRICAN  SWINE  FEVER.  AND  HOO 
CHOLERA:  PROHIBITEO  AND 
RESTRICTED  lUPORTATIONS 

1.  The  authority  citation  for  part  94 
continues  to  read  as  follows: 

Autlwrity:  7  VS.C.  147a:  ISOee.  161. 162. 
450: 19  VS.C  1306:  Zl  U3.C  111.  114a.  134*. 
134b.  134c  and  134f.  31  VS.C  9701:  42  U.S.C 
4331.  4332:  7  CTR  2.17.  rsi.  and  371.2(d). 

$94.1    [Amandedl 

2.  In  (  94.1.  paragraph  (a)(2]  Is 
amended  by  adding  "Poland," 
immediately  after  "Papua  New 
Guinea.". 

{•4.11     (AflMfldMi] 

3.  In  (  94.11,  the  Erst  sentence  in 
paragraph  (a)  is  amended  by  adding 
"Poland,"  immediately  after  "Papua 
New  Guinea,". 

Done  in  Waihlngtoa  DC  thia  20th  day  of 
April  1992. 
Lomila  {.  tang. 

Acting  Adminittmlor,  Animal  and  Plant 
Heal  til  Inspection  Service. 
{PR  Doc  92-«e00  Piled  4-23-62:  6:45  am) 


FEDERAL  DEPOSIT  INSURANCE 
CORPORATION 


KM  FURTHBI  MPONMATKM  CONTACT: 

Paul  R.  Barnes,  Deputy  Director, 
Minority  and  Women  Outreach 
Program.  Office  of  Equal  Opportunity, 
Federal  Deposit  Insurance  Corporation. 
550 17th  Street.  NW..  Washington,  DC 
20429.  (202)  89&-674e. 

suppLXMorrARV  intonmation:  On 
February  13, 1990,  the  FDIC  adopted  an 
interim  program  to  ensure,  to  the 
maximum  extent  possible,  that  firms 
owned  by  minorities  and  women  are 
given  the  opportunity  to  participate  fully 
In  all  contracts  that  the  FDIC  enters  into 
for  goods  and  services.  These  contracts 
typically  cover  services  performed  in 
conjunction  with  the  FDICs  liquidation 
activities,  administrative  and  legal 
services. 

A  notice  entitled  "Interim  Minority 
and  Women  Outreach  Program: 
Contracting  for  Good*  and  Services" 
was  published  for  public  comment  in  55 
FR  10112  (March  19. 1990).  No  commenU 
were  received  with  respect  to  that 
notice. 

Final  Rule 

The  final  rule  includes  the  following 
elements:  Identification  of  minority  and 
women  owned  firms  capable  of 
providing  goods  and  services  to  the 
FDIC;  certification  of  identified  firms; 
promotion  of  the  program;  guidelines  for 
the  solicitation  of  contract*  that  promote 
the  participation  of  minority  and 
women-owned  firms  in  the  FDIC 
contracting:  and  the  oversi^t  and 
monitoring  of  the  program. 

The  provisions  of  the  interim  policy 
statement  have  been  substantially 
retained,  although  several  have  been 
shortened  and  simplified. 


12  CFR  Part  Ml 

RIN  30e4-AB12 

Minority  and  Woman  OirtrMch 
ProQram 

AOCNCr.  Federal  Deposit  Insurance 
Corporation  "FDIC. 
action:  Fmal  rule. 

BUMMAirr.  This  rule  Is  issued  to 
establish  in  regulatory  form  an  outreach 
program  to  ni«v<tntT«  the  participation 
of  minorities  and  women,  and  firms 
owned  by  minorities  and  women,  in  all 
contracts  awarded  by  FDIC  The  rule  is 
authorized  by  provisions  of  the 
Financial  Institutions  Reform,  Recovery, 
and  Enforcement  act  of  1989 
("FIRREA").  It  Is  intended  to  ensure  the 
partidpaUon  of  firms  owned  or 
controlled  by  minorities  and  women  in 
contracts  awarded  by  FDIC  or  its 
agents. 
■FncnVI  OATK  May  28, 1992. 


Executive  Older  izai 

This  rule  concerns  the  procurement  of 
services  for  FDIC  management  and 
administrative  purpose*  and  la  not  a 
regulation  or  rule  for  the  purposes  of 
Executive  Order  12291.  The  regulation 
has  no  dgnificant  effect  beyond  the 
internal  operating  procedure*  of  the 
FDIC  The  Director,  Office  of 
Management  and  Budget  by 
memorandum  dated  December  14. 1984, 
withdrew  certain  type*  of  regulations 
from  an  exemption  of  procurement 
regidatton*  from  Executive  Order  12291. 
Thi*  rule  doe*  not  fall  within  the 
*pedfied  type*. 

Regnlatocy  FkxibUityAGt 

The  FDIC  i*  not  required  by  eection 
553  of  title  5,  United  State*  Code,  or  any 
other  law  to  publiah  a  general  notice  of 
propoaed  rulemaking  for  thl*  rule 
becauae  it  1*  exempt  a*  an  Interpretative 
rule  under  i  553(b).  Becauae  advance 
publication  is  not  reqtiired  a  regulatory 


flexibility  analysis  is  not  required  by  the 
Regulatory  Flexibility  Act  (5  U.S.C.  6(n 
et  seg.]. 

List  of  Subiects  in  12  CFR  Part  381 

Govemmejit  contracts.  Lawyers.  Legal 
services.  Minority  businesses.  Women 
businesses. 

For  the  reasons  set  forth  in  the 
preamble,  chapter  III  of  title  12  of  the 
Code  of  Federal  Regulations  is  amended 
by  adding  new  part  361  to  subchapter  B 
to  read  a*  follow*: 

PART  381-MINORITY  AND  WOMEN 
OUTREACH  PROGRAM— 
CONTRACTINQ 


381.1    Pmpoie. 

381J    Policy. 

361J    Definitions. 

381.4    Scope. 

3eu    Oversight  and  mooitoring 

361J)    Outieacfa. 

361.7    Certification. 

381.a    Solicitation  of  non-legal  services 

381.9  MWOB  joint  ventures. 

361.10  SulicontTacting. 

361.11  SollcitaUon  and  award*  for  legal 
•ervlce*. 

Aotiioitty:  12  VS.C.  1833e. 

1361.1  Pufpoee. 

(a)  The  purpose  of  the  FDIC  Minoriiy 
and  Women  Outreach  program. 
("MWOP"  or  "Program")  is  to  ensure 
that  firm*  owned  by  minorities  and 
women  are  given  the  opportunity  to 
participate  fidly  in  all  contracts  entered 
Into  by  the  FDIC 

(b)  Thi*  pari  is  issued  by  the  OfTice  of 
Equal  Opportiinity  ("OEO").  Authority 
I*  derived  from  the  Financial  Institutions 
Reform.  Recovery,  and  Enforcement  Acl 
(TTOREA'T  of  1989.  tide  XII.  section 
1218(c),  which  requires  the  FDIC  to 
prescribe  regulations  establishing  and 
overseeing  a  minority  outreach  pi^gram 
ensuring  lnclu*ion,  to  the  maximum 
extent  po**ible,  of  minorities  and 
women,  and  entities  owned  by 
minorities  and  women,  including 
financial  institutions,  investment 
banking  firms,  imderwriters, 
accountants,  and  providers  of  legal 
service*,  \n  all  contracts  entered  into  by 
the  FDIC  witii  pubUc  or  private  sector 
contractor*. 

1361.2  PMey. 

It  is  the  policy  of  the  FDIC  thai 
minorities  and  women  and  entities 


owned  by  minorities  and  women 


shall 


have  the  wii»Triw"HTi  practicable 
opportunity  to  participate  in  contracis 
awarded  by  the  FDIC 
9  96U    DefMUone. 
For  the  purpose*  of  this  part: 
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111  Minority  and/or  women-owned 
Jfiiass  ("MWOBr]  mtana  flima  at 
;  ,1  fifty-one  (51)  percent  owned  and 
IntroUed  by  one  or  more  minorltlea 
'nd/c  women.  In  the  caae  of  publicly 
'unied  companiet.  at  leatt  fifty-one  (51) 
!,icent  of  ita  voting  atock  moat  be 
?^eil  and  controlled  by  minorltlea 
ind/or  women.  AddlUonally.  the 
^^nagement  and  dally  boalneaa 
■perations  moat  be  controlled  by  one  or 
liore  (uch  Indlvlduala. 

li)]  Joint  venture  (non-legal  services) 
^eans  an  arrangement  in  which  twenty- 
'ive  (25)  percent  or  more  of  the  dutiea 
jre  performed  by  the  MWOB  and  the 
SlWOB  Is  compenaated  proportionally 
10  its  duties.  Additionally,  twenty-five 
-51  percent  or  more  of  the  management 
ind  daily  business  operations  must  be 
controlled  by  such  individuals. 

(c)  Co-counseling  (legal  services) 
neans  an  association  between  two  or 
•nore  attorneys  or  law  firms  for  the  Joint 
provision  of  legal  services. 

|d)  Lesol  services  means  all  services 
provided  by  attorneys  or  law  firma 
imcluding  services  of  support  stafi). 

(e)  Minority  means  any  Black 
.American,  Native  American  Indian. 
Hispanic  American,  or  Asian  American. 


;3S1.4 

The  NfWOP  applies  to  all  contracts 
entered  into  by  the  FDIC  whether  public 
rr  private.  The  MWOP  is  incorporated 
ir.lo  FDIC  policies  and  guidelines 
governing  contracting  and  the  retention 
of  outside  services. 

i  3'j1.5    Oversigtrt  and  moiUtortng. 

|a]  The  FDIC  Office  of  Equal 
Opportunity  has  overall  responsibility 
for  nationwide  MWOP  oversight,  which 
inciudes,  but  ia  not  limited  to,  the 
:nonitaring,  review  and  interpretation  of 
MWOP  regulation.  In  addition,  the  OEO 
19  .responsible  for  providing  the  FDIC 
with  technical  assistance  and  guidance 
(0  facilitate  the  identification, 
registration,  and  solidtaUon  of  minority 
and  women-owned  businesses. 

(b)  Eoch  FDIC  office  and  division  that 
performs  contracting  or  outreach 
activities  shall  submit  information  to  the 
Oro  on  a  quarterly  basis,  or  upon 
'equest.  Quarterly  submissions  will 
Include,  at  a  minimum,  statistical 
information  on  contract  awards  and 
lolxitations  by  designated  demographic 
'Categories  and  related  outreach 
iitivities.  Additionally,  for  contracts 
riqairing  a  subcontracting  plan,  the 
Pnme  contractor  is  required  to  maintain 
»&tistical  and  outreach  data  and 
information  regarding  the 
implementation  of  the  subcontracting 
plan. 


I  set.* 

(a)  Eadi  regional  office  and 
consolidated  aita  inchiding  the  Legal 
Divialoa  involved  In  contTactlns  with 
the  private  sector  will  dealgnate  one  or 
more  MWOP  coordinators.  The 
coordinators  wiU  petform  outreach 
activities  for  the  Program  and  act  as 
liaiaon  between  the  FDIC  and  the  pnblic 
on  MWOP  isauea.  On  a  quarterly  baaia, 
or  aa  requested  by  the  OEO.  the 
coordinator*  will  report  to  the  OEO  on 
their  implementation  of  the  Program. 

(b)  Outreach  Include*  the 
identification  and  regiatration  of 
MWOBs  who  can  provide  goods  and 
services  utilized  by  the  FDIC  This 
includes  diatributing  information 
concerning  the  MWOP  and  providing 
appropriate  registration  material*  for 
uae  by  vendor*  and/or  contractors.  The 
identiBcation  of  MWOBs  will  primarily 
be  accompliahed  by: 

(1)  Obtaining  varioua  liats  and 
directories  of  minority  and  women- 
owned  firma  maintained  by  other 
federal,  state  and  local  govenmiental 
agencies; 

(2)  Participating  in  conventiona. 
seminar*  and  professional  meetings 
comprised  of,  or  attended  predominately 
by.  MWOBa: 

(3)  Conducting  seminara,  meetings, 
workshops  and  other  varioua  functions 
to  promote  the  identification  and 
registi-ation  of  MWOBs; 

(4)  Placing  MWOP  promotional 
advertisements  indicating  opportunities 
with  FDIC  in  minority  and  women- 
owned  media  and. 

(5)  Monitoring  to  assure  that  FDIC 
staff  interfacing  with  the  contracting 
community  are  knowledgeable  of,  and 
actively  promoting,  the  MWOP. 

S  361.7    Ceitlflcalloil. 

(a)  In  order  to  qualify  a*  MWOB,  each 
vendor  or  contractor  must  either 

(1)  Self-certify  ownership  status  by 
completing  the  appropriate  aection  of 
the  applicable  registration  form:  or 

(Z)  Submit  a  valid  MWOB  certification 
received  from  a  federal  agency, 
designated  state  or  authorized  local 
agency. 

(b)  Questions  regarding  minority  and/ 
or  women  ownership  status  will  be 
resolved  by  the  Corporate  Services 
Branch,  Division  of  Accoimting  and 
Corporate  Servicea  or,  with  respect  to 
outside  counsel,  the  FDIC  Office  of 
Inspector  General,  both  located  at  550 
17th  Street.  NW..  Waahington.  DC  20429. 

S361J    SoUdtaUon  of  nonfatal  servtCM. 
(a)  As  part  of  the  solicitation  process, 
vendors  and  contractors,  for  non-legal 
services  who  submit  a  completed  FDIC 
"Vendor  ApplicaUoa"  Form  »3700/l3. 


will  be  registered  in  the  National 
Contractor  System  (NCS).  an  automated 
databaae.  The  NCS  will  be  available  to 
all  FDIC  officea  involved  in  contracting 
acdvitlea.  The  NCS  will  be  utilized  to 
identify  qualified  MWOBa  for  inclusion 
on  bid  llsU. 

(b)  To  ensure  that  minority  and 
women-owned  firma  are  being  included 
in  each  aolldtaUon.  the  solidtaUon 
process  will  Indude: 

(1)  Disseminating  procedures  and 
information  governing  FDIC* 
*olidtation  rule*  and  polldes  to 
MWOBs: 

(2)  Providing  MWOBs  technical 
guidance  in  the  preparation  of 
propoaala; 

(3)  Allowing  qualified  MWOBs  a  3% 
price  advantage  and  additional 
technical  coiuideration  for 
competitively  bid  services;  and 

(4)  Providing  post-award  technical 
guidance  to  unsuccessful  MWOBs. 

1361.9    HWOBldnl  ventures. 

The  FDIC  encourages  the  formation  of 
bona  fide  joint  venturea  to  assist 
MWOBs  in  gaining  access  to  FDIC 
contracting  opportunities. 

i  361.10    8ut>coii>iJcUnQ. 

Consistent  with  t  361.2  of  this  part 
the  contractor  is  required  to  carry  out 
the  FDIC  minority  and  women-owned 
busines*  contracting  policy  in  the 
awarding  of  aubcontracts  to  the  fullest 
extent,  consistent  with  the  eSident 
performance  of  the  awarded  contract. 

1361.11    SoUdtatton  and  awards  for  legal 
asrvlcea. 

(a)  The  Legal  Division  engages  outside 
counsel  primarily  to  provide  legal 
services  for  Uquidation.  conservatorship 
and  receivership  activities.  Outside 
counsel  is  selected  on  a  competitive 
basis,  as  defined  in  the  FDIC  "Guide  for 
OuUide  Counsel",  P-ZlOO-002-^1 
("Guide"),  as  amended  from  time  to 
time. 

(b)  To  be  retained  as  outside  counsel, 
law  firms  must  be  free  of  conflicting 
interests,  imless  the  Legal  Division 
waives  those  conflicts  in  writing. 
Outside  counsel  must  also  enter  into  a 
Legal  Services  Agreement  with  the  FDIC 
and  agree  to  comply  with  the  provisions 
of  the  "Guide". 

(c)  The  Legal  Division  actively  seeks 
to  engage  firms  owned  by  minorities  and 
women,  both  directly  and  in  assodation 
with  other  firms.  The  Legal  Division's 
Minority  and  Outreach  Office  provides 
assistance  to  minority  and  women- 
owned  firms,  and  to  minority  and 
women  attorneys  within  other  firms, 
with  respect  to  registration  or  other 
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matten  relatliig  to  the  retention  of 
outside  counsel. 

By  Onlei  of  the  Board  of  Dlrecton. 

Dated  it  Wiahlngton.  DC  this  7lh  day  of 
April  \9U. 

Federal  Depoitt  Inaurance  Corporation. 
Hoyls  L  RoMnaoii. 
ExeeuUvt  Secniary. 
[FR  Doc.  g2-8$17  Filed  4-23-82;  fr4S  am] 
•lUMO  cooc  nii-ei-ti 


OEPAirrMENT  OF  TRANSPORTATION 
Federal  Aviatton  Administration 
14  CFR  Part  39 

IDockst  No.  91-«4»-27»-AO:  Anwndnwnt 
39-4235;  AO  M-0S-14I 

Airworthiness  DIrecttves;  McDonnell 
Douglas  Models  0C-«-«1,  -62.  -63,  and 
-73  Series  Airplanes  Equipped  Wltli  a 
Cargo  Conversion  Modification 
Installed  In  Accordance  With 
Supplemental  Type  CertHlcate  (STC) 
SA1S02SO 

AOENCV:  Federal  Aviation 
Adjninistration.  DOT. 
action:  Final  rule. 

8UMMAIIV:  This  amendment  adopts  a 
new  airworthinesa  directive  (AD), 
applicable  to  certain  McDonnell  Douglae 
Models  DC-a-ei.  -62.  -63,  and  -73  series 
airplanes  equipped  with  a  specific  cargo 
conversion  modliication.  that  requires 
modification  of  the  cargo  area  subfloor 
stnicture.  installation  of  fuselage 
overhead  external  doubler  straps, 
installation  of  transverse  cusp 
membranes,  and  reattachment  of  the 
longitudinal  cusp  membrane  to  the  seat 
trade  outboard  flange.  This  amendment 
is  prompted  by  the  discovery  of  design 
deficiencies  in  the  mx>diHcatlon.  The 
actions  specified  by  this  AO  are 
intended  to  prevent  reduced  structural 
integrity  of  the  cargo  compartment  and 
possible  loss  of  cargo  restraint 
capability  dxiring  emergency  landing 
conditions. 
dates:  EflectiTe  May  29. 1992. 

The  incorporation  by  reference  of 
certain  publications  listed  in  the 
regulations  is  approved  by  the  Director 
of  the  Federal  Register  as  of  May  29, 
1992. 

AOORESaes:  The  service  information 
referenced  tn  this  AD  may  be  obtained 
from  Rosenbalm  Aviation.  Inc..  c/o 
Zantop  International  Airlines,  Macon 
MunicipaJ  Airport  P.O.  Box  10136. 
Macon.  Georgia  31297.  This  Information 
may  be  examined  at  the  Federal 
Aviation  Administration  (FAA). 
Transport  Airplane  Directorate,  Rules 


Docket,  leoi  Und  Avenue  SW..  Ranton. 
Washington:  or  at  the  FAA.  Small 
Airplane  Dhectoiate.  Atlanta  Aircraft 
Certification  Office.  1669  Ffioenlx 
Pailcway.  suite  210C  Atlanta.  Georgia: 
or  at  the  Office  of  the  Federal  Register. 
1100  L  Street  NW,  room  B401. 
Washtngtoa  DC 
TON  ninTMDI  UWONHATION  COMTACT 

Dave  Gundy.  Aerospace  Engineer. 
Airframe  Branch.  ACE-120A.  FAA. 
Atlanta  Aircraft  Certification  Office. 
1660  PhoenU  Parkway,  suite  210C, 
Atlanta.  Georgia  30349;  telephone  (404) 
991-2910:  tax  (404)  981-3606. 

SUPPmWNTAIIVMRimATIOM:  A 
proposal  to  amend  part  38  of  the  Federal 
Aviation  Reguladons  to  Include  an 
airworthiness  directive  (AD)  that  is 
applicable  to  certain  McDoimell  Douglas 
Models  DC-B-61.  -62.  -63.  and  -73  series 
airplanes  equipped  with  a  specific  cargo 
conversion  modification  was  published 
in  the  Federal  Register  on  January  22. 
1992  (57  FR  2494).That  action  proposed 
to  require  modification  of  the  cargo  area 
subfloor  structure,  liutallatlon  of 
fuselage  overhead  external  doubler 
straps.  Installs tlon  of  transverse  cusp . 
membranes,  and  reattachment  of  the 
longitudinal  cusp  membrane  to  the  seat 
track  outboard  flange. 

Interested  persons  have  been  afforded 
an  opportimity  to  participate  in  the 
making  of  this  ameniimenL  Due 
consideration  has  been  given  to  the 
comment  received.  '~;, 

The  single  commenter  fully  supports 
the  proposaL 

After  careful  review  of  the  available 
data.  Including  the  comment  noted 
above,  the  FAA  has  determined  that  air 
safety  and  the  public  Interest  require  the 
adoption  of  the  rule  as  proposed. 

The  FAA  estimates  that  11  airplanes 
of  U.S.  registry  will  be  affected  by  this 
AD.  that  it  will  take  approximately  380 
work  hours  per  aiiplaiia  to  accomplish 
the  required  actloas.  and  that  the 
average  tabor  rate  is  SSS  per  work  hour. 
Required  parts  will  cost  approximately 
$12,500  per  slrplaBe.  Based  on  these 
figures,  the  total  cost  Impact  of  the  AD 
on  U.S.  operators  is  estimated  to  be 

S3e7.4oa 

The  regulations  adopted  herein  will 
not  have  sabstanUal  direct  effects  on  the 
States,  on  the  relationship  between  the 
national  guvemiuent  and  tiie  States,  or 
on  the  dlstrlbatlon  ol  power  and 
respoiuiblUtles  amoog  the  various  levels 
of  govemmenL  Therefore,  in  accordance 
with  Executive  Order  12612.  it  is 
determined  that  this  final  rule  does  not 
have  sufficient  federellsm  implications 
to  warrant  the  preparation  of  a 
Federalism  Assessntent. 


For  the  reasons  discussed  above,  I 
certify  that  this  action  (1)  Is  not  a  "major 
rule"  under  Executive  Order  12291:  (2)  is 
not  a  "significant  rule"  under  DOT 
Regulatory  Policies  and  Procedures  (44 
FR  11034.  February  26. 1879):  and  (3)  will 
not  have  a  significant  economic  impact. 
positive  or  negsUve.  on  a  substantial 
number  of  small  entities  under  the 
criteria  of  the  Regulatory  Flexibility  Act. 
A  final  evaluation  has  been  prepared  for 
thia  action  and  it  Is  contained  in  the 
Rules  Docket  A  copy  of  it  may  be 
obtained  from  the  Rules  Docket  at  the 
location  provided  under  the  caption 
AooRCMes. 

List  of  Subieds  in  14  CFR  Part  39 

Air  transportation.  Aircraft  Aviation 
safety.  Incorporation  by  reference. 
Safety. 

Adoption  of  the  Amendment 

Accordingly,  pursuant  to  the  authority 
delegated  to  me  by  the  Administrator, 
the  Federal  Aviation  Administration 
amends  14  CFR  part  39  of  the  Federal 
Aviation  Regnlatioiu  as  follows: 

PART  3»-AIRWORTHINESS 
DIRECTIVES 

1.  The  authority  citation  for  part  39 
continues  to  read  as  follows: 

Aathmitr  49  U3.C  13S4(a1. 1421  and  1423: 
49  U3.C.  \aHsV  and  14  CFR  11 J9. 

{39.13    (AfflWIdedl 

2.  Section  39.13  is  amended  by  adding 
the  following  new  airworthiness 
directive: 

92-0S-14.  McDofmaU  Douglas:  Amendmen! 
39-822S.  Dodtet  91-NM-276-AD. 

Applicability.  Models  DC-B-ai.  -82.  -63 
and  -73  setiet  aiipUnes  equipped  with  a 
cargo  conversioQ  modification  installed  in 
accordance  with  Supptamental  Type 
Certificata  (STQ  SA1802Sa  certificaied  in 
any  calegoiy. 

Compliance:  Required  within  180  day*  afle' 
the  aRective  data  of  <faU  AD.  unless 
accomplished  previously. 

To  prevent  reduced  struclural  integnly  ol 
the  cargo  compertmeot  and  possible  loss  of 
cargo  restraint  capabUity  during  emergency 
landing  coodiliooa.  accomplish  the  following 

(a)  Modl^  the  cargo  area  subfloor  stniclur* 
and  install  hisalage  overhead  external 
doubler  straps,  in  accordance  with 
Rosenbalm  Aviation.  Inc.  Service  Bulletin 
DC-8  Sl-Ot  dalad  May  1. 1991. 

(b)  Install  transverse  cusp  membranes  and 
re-altacfa  the  longitudinal  cusp  membrane  to 
the  seat  track  outboard  flange.  In  accordance 
with  Rosenbalm  Aviation.  Inc.  Service 
Bulletin  IX>-e  Sl-tO.  dated  |une  1. 1991 

(c)  An  altemathra  mMliod  of  compliance  or 
adjustment  of  the  compUanca  Hme.  which 
provides  an  aocaptable  level  of  safely,  msy 
be  used  when  approved  by  the  Manager. 
AtUnta  Aircraft  CertificaUon  Office  (ACUI 
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A.  Mission  Statement 

Congress  created  the  FDIC  in  response  to  the  severe  financial  crisis  of  the  Great 
Depression-  Since  the  establishment  of  the  FDIC,  Congress  has  passed  numerous  laws 
designed  to  help  the  FDIC  and  other  regulatory  agencies  sustain  stability  and  public 
confidence  in  the  nation's  depository  institutions.  In  spite  of  sweeping  legislative  changes 
and  changes  in  the  financial  institutions  industry,  the  basic  mission  of  the  FDIC  has 
remained  the  same. 

Afkwow  Statement 

FDIC's  mission  is  to  maintain  public  confidence  in  the  nation's  depository  institutions 
by: 

o  Protecting  depositors'  accounts; 

o  Promoting  sound  banking  practices; 

o  Reducing  the  disruptions  caused  by  bank  and  thrift  failures;  and 

o  Responding  to  changes  in  the  economy  and  in  depository  institutions. 

B.  Legislative  Framework  and  Program  Operations 

FDIC  manages  three  insurance  funds:  the  Bank  Insurance  Fund  (BIF),  Savings 
Association  Insurance  Fund  (SAIF),  and  the  FSLIC  Resolution  Fund  (FRF).  Funds  may 
not  be  co-mingled. 

Congress,  through  the  banking  conmuttees,  provides  oversight  of  the  FDIC  and 
prescribes  the  legislation  that  the  FDIC  enforces.  Two  particularly  significant  pieces  of 
legislation  that  have  dramatically  affected  the  structure  and  the  authority  of  the  FDIC 
include  the  Financial  Institutions  Reform,  Recovery,  and  Enforcement  Act  of  1989 
(FIRREA)  and  the  Federal  Deposit  Insurance  Corporation  Improvement  Act  of  1991 
(FDICIA). 

FIRREA  was  primarily  aimed  at  addressing  the  thrift  industry  crisis,  but  made 
fundamental  changes  to  the  way  banks  and  savings  associations  are  supervised  and 
instu-ed.  Several  provisions  of  FIRREA  affected  FDIC  activities  immediately.  Among 
these  were  the  following: 

o         FDICs  role  as  back-up  supervisor  for  savings  and  loans; 
o         FDIC's  appointment  as  manager  of  FSLIC; 
o         Creation  of  the  SAIF. 
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FDICIA  codified  standards  for  the  way  financial  institutions  manage  themselves  and  the 
way  regulators  monitor  safety  and  soundness  and  resolve  troubled  and  failed  institutions. 
Certain  aspects  of  this  legislation  affect  the  activities  included  in  this  budget: 

o  FDICIA  increases  the  future  workload  of  the  Corporation  by  mandating 
more  frequent  and  thorough  examinations.  Federally  insured  depository 
institutions  must  undergo  an  on-site  safety  and  soundness  examination  at 
least  once  a  year  starting  in  1994.  As  an  exception,  institutions  that  meet 
certain  performance  criteria  and  have  less  than  $100  million  in  assets  must 
be  examined  at  least  every  18  months. 

o  FDICIA  affects  the  Corporation's  resolution  activities  by  requiring  the 
FDIC  to  implement  the  resolution  alternative  that  is  the  least  costly  to  the 
insurance  funds.  Prior  to  FDICIA,  the  FDIC  had  the  authority  to  effect 
any  resolution,  including  one  that  fully  covered  uninsured  depositors,  so 
long  as  doing  so  was  less  costly  than  liquidation  and  payout  to  insured 
depositors  of  the  failed  institution. 

o  FDICIA  requires  the  FDIC  to  implement  a  risk-based  premium  whereby 
institutions  engaging  in  activities  that  pose  higher  risks  to  the  insurance 
fund  will  be  assessed  higher  premiiuns. 

These  reforms  broadened  the  FDICs  responsibilities  as  a  Federal  insurer  of 
banks  and  thrifts  and  empowered  the  FDIC  to  enhance  and  enforce  strategies 
designed  to  minimiTe  the  risk  of  losses  to  the  insurance  funds. 
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n.         Budget  Information  hv  Fund /Program 

A.  FSLIC  Resolution  Fund 

B.  Bank  Enterprise  Act 

C        Affordable  Housing  Program 
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FSLIC  Resolution  Fund 


The  FSLIC  Resolution  Fund  (FRF)  is  the  successor  to  the  FSLIC  assets  and  liabilities. 
Funds  for  FRFs  operations  come  from:  income  earned  on,  and  proceeds  from  the 
disposition  of,  FRF  assets;  liquidating  dividends  and  payments  made  on  claims  received 
by  the  FRF  from  receiverships;  and  until  December  31,  1992,  a  portion  of  insurance 
premiums  paid  by  SAIF  members.  Appropriations  are  authorized  to  make  up  any 
shonfall.  In  FY1994,  FDIC  requires  an  appropriation  of  $1.3  billion.  FRF  will 
terminate  upon  the  disposition  of  all  its  assets,  and  the  termination  of  its  liabilities  and 
any  net  proceeds  remaining  will  be  paid  to  the  Treasury. 

The  primary  activity  financed  by  the  FRF  are  the  contractual  obligations  (assistance 
agreements)  of  the  now  defunct  FSLIC.  The  management  and  monitoring  of  the 
assistance  agreements,  while  previously  overseen  by  the  RTC,  is  now  handled  by  the 
Division  of  Resolutions. 

Disposition  of  FRF  Assets 

As  of  December  31,  1992,  the  FRF  portfolio  of  assets  in  liquidation  had  a  book  value 
of  $5.2  billion.  The  bulk  of  the  portfolio  ($2.1  billion)  consists  of  mortgages,  with  almost 
$1  billion  in  other  assets  and  judgments,  $786  million  in  owned  assets,  and  $701  million 
in  other  loans.  This  is  down  from  a  portfolio  with  $14.4  billion  in  book  value  at  the  end 
of  calendar  year  1989. 

In  FY1992,  FRF  received  $1.6  billion  in  liquidation  collections  and  dividends.  These 
collections  are  projected  to  decline  to  $918  million  and  $734  million  in  collections, 
respectively,  in  fiscal  years  1993  and  1994.  This  decline  results  fi"om  the  aging  and 
shrinkage  of  the  portfolio  which  leaves  assets  which  are  more  difficult  to  collect.  By  the 
end  of  FY  1994  the  portfolio  is  projected  to  decline  to  about  %25  billion,  with  all 
collections  made  by  the  end  of  FY  1997. 

Management  of  FRF  Assistance  Agreements 

At  the  end  of  September  1992,  there  were  101  assistance  agreements  including  $9.3 
billion  in  covered  assets.  Of  these,  47  were  active  as  of  September  30, 1992  and  another 
54  were  inactive.  These  inactive  cases  are  in  the  process  of  termination  pending  the 
resolution  of  outstanding  issues,  primarily  litigation.  Active  cases  are  anticipated  to 
decline  by  another  21  cases  through  December  31,  1993. 
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Organization 


The  management  of  the  FSLIC  Resolution  Fund  ("FRF')  assistance  agreements  and 
related  support  functions  was  reassigned  to  the  FDIC  Division  of  Resolutions  from  the 
Resolution  Trust  Corporation  ("RTC)  on  October  18,  1992,  These  agreements  and 
support  functions  had  been  managed  by  Resolution  Trust  Corporation  since  January  16, 
1991.  The  reassignment  occurred  as  an  effect  of  the  reduced  support  requirements  of 
the  RTCs  efforts  to  renegotiate  the  1988  and  1989  FSUC  agreements  and  otherwise 
reduce  the  costs  of  those  agreements  as  it  is  mandated  to  do  under  Sec.  501  of  FIRREA. 

The  reassigned  functions  are  now  performed  by  staff  of  the  Assisted  Acquisitions  Section 
(the  "FRF  Section")  located  within  the  Operations  and  Control  Branch  of  the  Division 
of  Resolutions.  The  Washington,  D.C.  headquarters  staff  provides  policy  guidance  for 
administering  assistance  agreements  and  other  national  issues  related  to  these 
agreements.  The  East  Coast  Office  is  also  located  in  Washington,  D.C.  and,  like  the 
Texas  and  California  Offices,  it  is  responsible  for  management  of  specific  assistance 
agreements. 

Management  of  these  assistance  agreements  is  comprised  of  two  major  functional  areas: 
the  Policy  and  Procedures  Section  and  the  Case  Management  Sectioa 

Policy  and  Procedures  Section.  This  Section  is  comprised  of  two  units;  the  FRF 
Tax  Unit  and  the  Special  Actions  Unit 

FRF  Tax  Unit  This  Unit  is  responsible  for  ensuring  that  the  tax  benefits 
due  to  the  FRF  from  the  assisted  institutions  are  properly  calculated, 
collected,  and  recorded.  The  FRF  Tax  Unit  also  plays  a  role  in  the  review 
of  draft  and  final  compliance  audits  conducted  by  the  FDICs  Office  of  the 
Inspector  General  with  respect  to  tax  matters.  Further,  this  unit  is  actively 
involved  in  terminating  and  distributing  the  remaining  seven  pension  plans 
related  to  the  FRF  assisted  acquisitions.  Finally,  the  unit  is  our  liaison 
with  the  IRS  and  analyzes  the  tax  implications  to  the  FRF  of  actions  taken 
with  respect  to  assisted  institutions.  The  FRF  Tax  Unit  has  been  actively 
involved  in  the  Congressionally  mandated  RTC  renegotiation  of  the  1988- 
89  FSLIC  Assistance  Agreements. 

The  Special  Actions  Unit  This  Unit  performs  a  variety  of  functions 
primarily  in  suppon  of  administration  of  the  assistance  agreements.  These 
functions  include:  developing  and  disseminating  policies  and  procedures 
for  the  administration  of  these  agreements;  FRF  funding  and  budgeting; 
monitoring  and  managing  Capital  Instruments  owned  by  the  FRF; 
resolving  outstanding  liabilities  remaining  after  the  contractual  termination 
of  these  agreements  and  after  the  appointment  of  the  RTC  as  Conservator 
or  Receiver  of  an  assisted  instituion;  maintaining  Management  Reporting 
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Systems,  and  performing  the  centralized  payment  processing  function  for 
claims  and  other  obligations  under  these  agreements.  The  Unit's  functions 
are  performed  in  headquarters,  Washington,  D.C. 

Case  Management  Section.  This  Section  operates  out  of  three  Regional  Offices; 
the  East  Coast  Regional  Office  located  in  Washington,  D.C,  the  Texas  Regional 
OfGce  located  in  Dallas  and  Houston,  TX  and  the  California  Regional  OfHce 
with  staff  in  Irvine  and  Stockton,  CA.  Each  of  the  OfGces  is  assigned 
responsibility  for  the  administration  of  specific  assistance  agreements.  Generally, 
they  ensure  compUance  with  the  terms  of  the  agreements  by  the  assisted 
associations,  encourage  the  rapid  but  orderly  disposition  of  covered  assets, 
approve  actions  related  to  the  ultimate  disposition  of  covered  assets,  attempt  to 
minimize  costs  to  the  FRF  under  the  agreements,  and  terminate  agreements 
according  to  their  terms.  The  Case  Management  Section  reviews  draft  and  final 
compliance  audits  conducted  by  the  FDIC's  Office  of  the  Inspector  General  as 
they  pertain  to  assistance  provided  under  the  terms  of  the  agreements. 

Case  managers  have  a  variety  of  specific  responsibilities,  including:  (1) 
monitoring  Uquidation  efforts,  litigation  matters,  and  operations  of  assisted 
institutions  (e.g.,  they  approve  specific  asset  plans  and  budgets  and  sales  requests 
for  the  management  and  liquidation  of  covered  assets,  assess  marketing  efforts 
and  the  reasonableness  of  legal  costs,  perform  cash  flow  analysis/loss  projections, 
etc.);  (2)  reviewing/approving  assistance  agreement  reporting  requirements  (e.g., 
quarterly  accounting  claims  for  reimbursement,  appraisals,  write  downs,  covered 
asset  sale  requests,  etc.);  (3)  clarifying  differences  in  interpretation  of  the 
agreements;  (4)  monitoring  associations'  financial  condition;  and  (5) 
overseeing/managing  contractors  employed  to  assist  with  the  review  of  asset  and 
litigation-related  requests. 

A  host  of  monitoring  tools  are  available  to  help  case  managers  meet  their 
responsibilities:  opening  inventory  audits,  compliance  audits,  quanerly  claims 
reports,  asset  and  property  plans,  business  and  collection  plans,  appraisal  reviews, 
litigation  plans  and  budgets,  quarterly  loss  reserve  projections,  property  site  visits. 
OTS  examination  reports,  FDIC  examination  reports,  and  program  compliance 
reviews. 

The  Qaims  Unit  performs  the  review  of  claims  submitted  for  reimbursement 
under  these  assistance  agreements.  Specifically,  this  process  includes:  ( 1 ) 
reviewing  quarterly  claim  reports  submitted  by  acquirers  for  documentation  and 
compliance;  (2)  clarifying  accounting  related  matters  in  assistance  agreements; 
and  (3)  accounting  for  and  approving  for  payment  acquirers'  claims  under  the 
agreements,  in  coordination  with  case  management  staff. 
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The  following  offices  also  perform  functions  in  support  of  the  management  of  these  FRF 
Assistance  Agreements: 

Legal  Support  Legal  support  for  assistance  agreement  management  activities  is 
provided  by  the  Thrift  Agreement  Administration  and  Oversight  Seaion 
("TAAOS")  of  the  FDIC's  Legal  Division.  Attorneys  located  both  in  Washington 
and  in  the  field  provide  legal  support  in:  (1)  interpreting  assistance  agreements; 
(2)  overseeing  litigation;  and  (3)  resolving  legal  questions.  TAAOS  has  been 
actively  involved  in  the  renegotiation  of  the  1988-89  FSLIC  Assistance 
Agreements. 

Contractor  Support  Case  Management  staff  involved  in  administering  agreements  with 
11  of  the  largest  institutions,  is  currentiy  leveraged  with  contractors  from  7  accounting 
and  asset  management  firms.  The  CY1993  approved  budget  for  this  expense  amounts 
to  $8.0  million,  down  from  $12.7  million  in  CY1992  reflecting  a  steady  decline  in  the 
reliance  on  contractors  for  these  services.  In  addition,  the  FRF  Section  has  had  an 
investment  firm  under  contract  to  provide  investment  advisory  services  in  coimection 
with:  (1)  the  liquidation/restructuring  of  the  FRF  capital  instruments  portfolio;  and  (2) 
renegotiation  of  certain  1988  transactions  with  particular  focus  on  the  FRF  equity 
positions  that  are  represented  by  the  stock  warrants. 


FRF  Assistance  Agreement  Activity 

The  FRF  Section  activities  for  FY  1993,  FY  1994  and  forward  are  anticipated  to  be 
those  of  monitoring  and  meeting  contractual  obligations  imder  the  assistance  agreements. 
However,  initiatives  begun  in  1991,  such  as  early  case  termination  and  capital  instrument 
restructuring,  will  continue,  where  applicable,  to  realize  cost  savings  to  the  FRF. 

Eariv  Case  Terminations; 

Since  May  1991,  Case  Management  activities  have  focused  on  the  negotiation  of  early 
termination  of  the  51  small  1988-89  FSLIC  cases  and  termination  of  assistance 
agreements  with  RTC  controlled  institutions. 

The  following  table  presents  a  current  status  of  negotiations  to  terminate  the  51  small 
cases: 


667 

Early  Temunatioii  Negotiations 
1988-89  51  Small  Cases 
as  of  January  21.  1993 


Status  of  Negotiation!  liumiZfir 

Negotiations: 

Completed     -  closed  11 

In  Process  0 

Completed  -  no  modification  17 

Subtotal  28 

Agreements  expired  without  modification  23 

Total  51 

FRF  Capital  Instrumgnt  Restructuring 

During  1992,  the  staff  actively  continued  to  administer  the  orderly  liquidation  or 
restructuring  of,  as  well  as  the  management  ot  the  FRF  portfolio  of  capital  instruments. 
The  FRF  portfolio  of  capital  instruments  consists  of  non-cumulative  and  cumulative 
preferred  stock,  subordinated  debentures,  stock  warrants,  income  capital  certificates  (and 
related  accumulated  income  payments)  and  net  worth  certificates.  This  portfolia  of 
approximately  $1.1  billion  of  assistance  related  capital  instruments  was  acquired  by  the 
FRF  as  successor  to  the  Federal  Savings  and  Loan  Insurance  Corporation  (the  "FSLIC) 
as  a  result  of  the  passage  of  FIRREA.  The  liquidation  or  restructuring  of  these 
securities  was  required  due  to  the  impact  of  FIRREA  mandated  cq>ital  ratios.  Requests 
were  received  from  institutions  to  restructure  the  FSLIC  securities  to  facilitate  mutual 
to  stock  conversions,  and  compliance  with  FIRREA  tangible,  leverage,  and  risk-based 
capital  ratios.  The  investment  firm  continued  to  assist  the  sta£f  in  the  liquidation  and 
restructuring  of  the  FRF  portfolio  of  capital  instruments  and  to  the  extent  possible  the 
staff  attempted  to  negotiate  these  transactions  at  appropriate  values.  As  a  result  of 
transactions  concluded  or  pending,  several  large  thrifts  were  able  to  obtain  approval 
fi-om  the  OfBce  of  Thrift  Supervision  for  their  capital  plans,  or  to  complete  unassisted 
supervisory  mergers.  This  resulted  in  the  salvaging  of  FRF  investments  and  avoided 
potentially  more  exposure  to  the  insurance  fund. 

During  1992,  FRF  capital  instrument  transactions  having  an  approximate  book  value  of 
$128  million  were  either  negotiated  or  closed  through  liquidation,  restructuring, 
redemption  or  write  down.  The  FRF  staff  has  been  able  to  realize  cash  and  other 
consideration  of  $74  million  as  a  result  of  these  transactions  in  1992. 

Disputes  With  Assisted  Institutions: 

Disputes  have  arisen  with  several  assisted  institutions  over  contractual  issues  regarding 
the  terms  and  administration  of  the  agreements,  two  of  which  have  resulted  in  lawsuits. 
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Options  for  settlement  of  such  disputes  have  included  purchase  of  covered  assets  and 
early  termination  of  the  agreements.  Should  such  settlements  be  effected,  there  may  be 
an  accelerated  use  of  appropriated  funds.  To  the  extent  that  FRF  liabilities  exist,  costs 
of  such  liabilities  have  been  reflected  in  loss  reserves  established  for  the  administration 
of  these  agreements.  The  FRF  seeks  to  resolve  such  disputes  at  a  minimum  cost  to  the 
government. 

Covered  Asset  Dispositions: 

For  the  first  three-quarters  of  calendar  year  1992,  the  book  value  of  covered  assets 
declined  by  $4.65  billion  as  a  result  of  asset  sales,  write  downs  and  other  adjustments, 
to  an  aggregate  book  value  balance  of  $934  billion  as  of  September  30,  1992.  The 
following  table  illustrates  the  continued  reduction  in  covered  asset  book  value  balance 
for  all  assistance  agreements: 

Covered  Asset  Book  Value  Balance 

%  Decrease 


At  December  31 

-J 

?  in  Pillions 
$93 

from  Previous  Year 

1992- 

33.6% 

1991 

14.0 

52.1 

1990 

292 

18.7 

1989 

35.9 

41.2 

1988 

61.1 

NJi. 

•  At  September  30, 

1992 

Covered  Asset  Write  Downs: 

Additional  write  downs  were  approved  during  the  second  and  third  quarters  of  FY  1992 
in  the  aggregate  amoimt  of  $8883  million.  These  additional  write  downs  are  estimated 
to  save  the  Federal  Government  (i.e.,  the  FRF  and  the  U.S.  Treasury)  between  $64.0 
million  and  $1043  million  on  a  present  value  basis.  Minimum  savings  were  calculated 
without  regard  to  tax  sharing  provisions  and  the  Maximum  savings  incorporates  the  tax 
sharing  provisions  assuming  the  assisted  institutions  will  fully  utilize  such  benefits. 

FRF  Assistance  Transaction  Summary  r9.30.92^ 

The  following  Report  of  Assistance  Transactions  reflects  the  status  of  all  FRF  assistance 
agreements  administered  by  the  FRF  Section  at  the  end  of  September,  1992.  The  report 
is  provided  for  information  purposes  only. 

While  the  list  appears  to  indicate  102  agreements,  two  agreements  were  adnunistratively 
combined  as  a  result  of  the  merger  of  the  two  institutions  (Heights  of  Texas,  FSB, 

10 
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SW013  and  First  Heights  FSA,  SW014).  At  the  end  of  September  1992,  the  FRF 
Section  adoiinistered  101  assistance  agreements  including  $93  billion  in  covered  assets. 
Of  these,  47  were  active  as  of  September  30,  1992  and  another  54  were  inactive.  The 
inactive  cases  are  in  the  process  of  termination  pending  the  resolution  of  outstanding 
issues,  primarily  Utigation.  Active  cases  are  anticipated  to  decline  by  another  21  cases 
through  December  31,  1993. 

It  should  be  noted  that  the  colunms  labeled  "current  total  cost  estimates"  and  "future 
projected  costs"  may  have  been,  or  could  materially  change  as  Promissory  Notes  are 
prepaid  and/or  as  the  RTC  completes  the  remaining  renegotiations/restructurings. 


11 


670 


i 

s 


g 
i 


!l 


a 

>»■  » 

z  z 

M 

00    CO 

<    K 


o 
a 

< 

z 
u 


> 


52 

Ul  u. 
O  u. 
>    3 

z  a 


32 

o  ui  z 


(O 

a 

ll 

9  b 
o 


O  d 

5  o 


C  u 


S    i 


UJ  Si 

9  " 


li 


z  z 

S  S 

z  z 

3  3 


U.    u. 

u 

88 


s 

O 
u 


(0 

s  s 

3  3 

-  o 


S      S 


z 
< 

ID 
CO 
O 

z 
> 


o  o 
z  z 

o 


:;i 


671 


68-995    0—93- 


-22 


672 


2     5 

8 

S 


ii  I 


i  I 
Ml 


s 


^a 


91 


9C    >C 

o  o 

ii 

Si  Si 


s 


§ 

3 


3.3 

(a 

u 

z 


i! 


3S 

Ik  Ik 

IS 


:^^ 


lb  u. 

o  e 


§         I 


z 


c 

_  3 
ti 

s 


Si 


s 


s 

5  2 

z 
p 


5 


..33 

Ul   Ui   UJ 

i  S  S 

S  a  a 


i  8  i 

!^  ^  I 

i  s  I 

u.  CO  ife  3 

^    ^  ^  IL    U 

Ik  Ik  0  £ 


3i 


^  i 


u  1 


a 


? 


22 

11 


Ik 

o 


< 

1 1 

z  S 

z  5 


n 

a 

z 

i 

Hi 

_  "u 


*=■    t 


S 


2u 

z  3 


Si 


« 


<  < 

o  o 
u  u 


Ik  Ik 


z  z 

3   3 

88 

c  c 

Ul    Ui 


Ss 

s  > 
Ul  ^ 

S  3 

Ik  s 


<  o 
«  ui 

pq 


a 
z 


M 


< 

si 

22 
SI 


< 

•i  Ui 


*  5 

z 

!i 


673 


in 

s 


111  < 

o 


z 
a 


a  < 


i' 

S  a  a  X  o 


a  < 

ii 


i 

u. 


c 

Ui 
Ul 


s^ 


(a  (» 

E   K 


1^ 


CO   2 


s 

M 

s 


< 
Q  uj 


z 
o 


n 


S 

8 


S 

8 


1 

3 


s 


3 
3 


3 


s 


8 

i 


8 

hk 

8 


z  z 
uT  uj 


-  z 

_8 


55 

it 


z 
o 

z 

e  a 


z  z 

to   CO 


n 


5 
z 


< 
u 

<■ 
z 


(O 

z 

"  z 
Z   2 

2^ 


c 
o 


51 


(0 

c 

s 

3 

id 
(0 


n 


z 


z  z 


is 


Sjf 


< 

5 
I 

5i 


z 
o 


3 

u.  O 


(0    (O 

o  a 


3    3 


Z    ? 

3 


674 


I  ! 

ill 


Q&5 


N 


i 


m 


Si 


ni 


a 


IS 

^. 

u  u 

II 


i 


I 

9 


z  z 

11 


iiiii 


I 


8 


ii 

ii 


Si 


ISS! 

s 


II  « 


IS 


9t 


i^ 


§ 


if 

o  z 


'I 
I 


s 

! 


3S 
SS' 

mi!! 

11 


Ss 


8^ 


SS 


Si 


8 


i 
i 


uiiJ 

I 

SI 

in 

fl 

Ik 
J 

if 

2! 


i 


2 

9' 

8 
8 


S 


SfS 

III 

e  >  S 
I 


§ 

» 

s  s 
s| 

•ygg 
a  C  «B 


!ll 


11 


11 


1! 


li 

if 


675 


o  p 


s    S 


i 

2 

§ 

S 

§ 
§ 


s 


8 


3 


5 

3 


s  s 


2 
I 

R 

O 

I 


<  < 
o  u 

5  5" 
88 


CO 

o 

13 


C  s 


l| 

i 

3d 


=18 


if 


2  2 

Ui  ^ 

ii 


25 


§3 
8^ 


S^ 


s 

• 
• 

n 

K 

e 

! 

S 
§ 

5 

a. 
< 

8 

• 
5 

§ 
§ 

e 
e 

2 

UI 

i1 

CO 

gi 

z  c 

Ii 
i- 

z  z 

3   3 

8S 

< 

R 

e 
R 

« 

R 

i 

i 

1 

e 
e 

8 

s 

e! 

z 

5  5: 

if 

< 

u. 

5 

if 

z  a 

< 
i 

3 

to 
m 

s 

1 

1 
§ 

2 

i 

5 

a 

§ 

3. 

if 

8  z 

U.    IL 

a  z 
z  5 

ii 

< 

S 

• 
9 

1 

• 

i 

N 
M 

a 

IB 

9" 

3 

C 

i 

< 

u 

<a 

iS 
is 

Z    (0 

2  o 

CO    ^ 

8 

it 

u.  < 

11 

Si 

(0  u 

< 

1 

8 

i 

s 

7 

K.' 

9 

• 
• 

• 

w 

N 

• 

• 

<  < 
u  u 
«o'  ui 

^  -J 

Z    Z 

>  > 

U    UJ 
O    D 

< 

Si 
u. 
tt> 

a 
1? 

W    (A 

^    -J 

-J    -1 

Z    Z 

>■  > 

^£ 

a  ffi 

< 

1 

8 

• 

1 

* 

e 
o 

3 
9  2 

Z    J 
UJ    < 
UJ   u. 

S5 

to 

< 
<  "■ 

-i     X 

<  « 

u   0 
o  < 
u   J 
t^   (A 
Q    '^ 

UJ     UJ 

"=   3 

z  o 

D    I 

< 

•• 

a 

676 


fc    = 


8i 


2^. 

-  8  z 
§1% 


Si 

~    3 


iuu 


i 

>■ 

z 

3 


8383 


s 

u  <o 


Z    Ui 


Si2 

UI  5  CO 
u  3  u 


S 

S 


lU  -    w 


ii 

s  ? 

a  s 


£  1  5?  «■  S  X 


Ii 


Z   CO 

i  !  1  2  3  «■ 


5S§ 


3* 


^S^S^^ 


UI 

11 


IS 

UI 


o  a  10 

z  z  S 

O  UI  3 

!j  0)  a. 


3 


a  o  ^ 
zz5 

3   >   Ul 


-    >    Ul 


O  O 


U  U 

<  < 


H 

U.    O 

—  3 
z; 


3 
I 


z  z  z 

o  o  o 

>-  ^-  h- 

09  CO  (0 

3  3  3 


<5 

£55 

-32 
O   Z 


z  z 
o  o 

3   3 


r 
o 

z  S 

U  u. 


677 


222 

z  z  ">  "> 
3  3  5? 


Si) 

< 


t 


3   3 


3 

< 

|| 

1 

a 

si 

to 

(0 

<A  ta  (0  (a 


5 

i 


83 
&^ 

111  3 

c  c 
o  o 


si 

O  (0 


o 

3  iu  S 

CO  o  « 

u.  (0  O 


?5S 


S 


z 
c 


CO 

s: 


Q  <  Q  $  S  C  3 


S^i 


Si: 

Si 


J 


678 


8i! 


s 

i 


!i 


X  g  X 

•-  Z  •- 

-»"  S  ?  2' 

<  fS  5  O 


=  -2 
S  «  . 
s  >u  z 
O  ■-  * 

i 


X  9 

:■£ 

U  UJ 
C  c 
3   111 

z  z 


S 
I 


C     -  X 

*^  z  >- 


in 


.5 

U>    tt,    « 

O  £  2 


z 
«  o 


25 


295 


Z    (0 


X    P    X 


035 


3  O 

-1  > 


X   K   !2   S 


10    U 

.  £  £ 
£«■  !2  z  I 
2  5  u  u 

-J     (A     U>     (0 

3j2^ 


S  o  iL  z  z 
u,  >-  3  u  3 


lU 


5^ 

u  O 


"    IS 

^    UJ 

UJ  z 


i 


679 


s 

i 

i 

9 

S 

3 


s 


i 

3 

8 


8 


I 

i 


•5 

I 

■s 
S 


I 

I  i 


If 

.  "5 


II 
II 


680 


RTC  Statm  Report  on  the  1988-1989  FSLIC  Assistance  Ayreementa 

The  Financial  Institutions  Reform,  Recovery,  and  Enforcement  Aa  of  1989  ("FIRREA") 
requires  the  Resolution  Trust  Corporation  (RTC)  to: 

o         Review  and  analyze  the  1988-89  FSUC  Assistance  Agreements 

("Agreements")  and  actively  review  all  means  by  which  it  can  reduce  the  costs  of 
the  Agreements; 

o         Evaluate  the  costs  under  the  Agreements  with  regard  to  - 

o  capital  loss  coverage, 

o  yield  maintenance  guarantees, 

o  forbearances, 

o  tax  consequences,  and 

o  any  other  relevant  cost  consideration; 

o         Review  the  bidding  and  negotiating  processes  used  by  FSUC  to  determine 
whether  they  were  sufficiently  competitive; 

o         Repon  to  the  Oversight  Board  and  the  Congress  the  results  and  conclusions  of 
the  review;  and 

o         Exercise  any  and  all  legal  rights  to  modify,  renegotiate  or  restructure  the 
Agreements  where  savings  would  be  realized  by  such  actions. 

The  RTC  issued  two  reports  pursuant  to  the  above  provisions  of  FIRREA.  The  first 
repon  was  issued  September  18, 1990  ("September  1990  Report").  That  report  focused 
on  the  results  and  conclusions  of  the  RTCs  cost  evaluation  and  cost  reduction  review 
of  the  Agreements.  The  second  report  was  issued  December  27,  1990.  That  report 
focused  on  the  bidding  and  negotiating  processes  used  by  the  Federal  Home  Loan  Bank 
Board  and  the  Federal  Savings  and  Loan  Insurance  Corporation  that  led  to  the 
Agreements. 

Since  FIRREA  was  first  enaaed  it  has  been  amended  twice  to  change  the  RTCs 
responsibilities  for  the  Agreements.  The  first  amendment  requires  that  prior  to 
expending  any  appropriated  funds  for  the  purpose  of  restructuring,  modifying  or 
renegotiating  the  Agreements,  RTC  must  certify  to  the  Congress  that: 

o         RTC  has  completed  its  review  of  the  Agreement; 

o  In  the  opinion  of  RTC  there  is  no  legal  basis  to  rescind  the  Agreement. 
RTC  determines  that  it  may  be  in  the  best  interest  of  the  government  to 
restructure,  modify  or  renegotiate  the  Agreement;  and 
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o  The  RTC  has  or  will  promptly  exercise  any  and  all  legal  rights  to  modify, 
renegotiate,  or  restructure  the  Agreement  where  savings  would  be  realized 
by  such  actions. 

The  second  amendment  requires  the  RTC  to  pursue  all  legal  means  by  which  the  RTC 
can  reduce  both  direct  outlays  and  the  tax  benefits  associated  with  the  Agreements, 
including,  but  not  limited  to,  restructuring  to  eliminate  tax  free  interest  payments  and 
to  recapture  a  larger  portion  of  the  tax  benefits  for  the  FSLIC  Resolution  Fund. 

Restructuring  and  Renegotiation  Goals 

The  RTC's  goals  in  restructuring  and  renegotiating  the  Agreements  can  be  summarized 
as: 

o  The  reduction  of  the  cost  of  the  Agreements  to  the  Federal  Govermnent  by 
financing  assistance  obligations  through  direct  Treasury  borrowings  rather  than 
tax  free  yield  maintenance,  note  interest  and  other  forms  of  assistance; 

o         The  elimination  or  reduction  of  tax  benefits; 

o         The  early  termination  of  Agreements  where  cost  effective; 

o         The  elimination  of  debt  and  equity  investments  in  assisted  thrifts;  and 

o         The  improvement  of  incentives  to  maximize  the  recovery  on  covered  assets. 

Restructuring  Activities  to  Date 

The  September  1990  Report  estimated  potential  present  value  savings  of  $2.2  billion 
from  three  principal  actions.  These  actions  are: 

o         The  prepayment  of  FSLIC  notes  at  the  earliest  opportunity; 

o  The  prepayment  of  the  New  West  FS&LA/ American  Savings  Bank  intercompany 
note  at  the  earliest  opportunity;  and 

o         The  directed  write-down  of  covered  assets  to  fair  market  value. 

The  RTCs  activities  in  fiscal  years  1991,  1992  and  1993  through  January  31,  1993,  with 
regard  to  each  of  these  actions  are  summarized  in  the  following  sections. 

FSLIC  Notes 

On  September  30,  1990,  FSLIC  Notes  outstanding  issued  to  assisted  institutions  in  1988 
and  1989  totaled  $18.7  billion.   Subsequent  net  audit  adjustments  increased  the  total 
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principal  of  FSIiC  notes  outstanding  as  of  Sqitember  30, 1990,  to  $19.1  biIli<HL  As  of 
January  31, 1993,  FSUC  Notes  outstanding  have  been  reduced  to  $683.5  million  thnMigb 
contractual    princqKd   payments,   RTC   directed    prepayments    and   RTC   n^otiated 
prqnyments. 

The  remaining  FSLIC  notes  outstanding  are  held  by  two  assisted  institutions  and  are 
subject  to  prepayment  restrictions.  If  the  maximum  contractual  amount  ispiqxiid  at  the 
eariiest  qjpoitunity  the  amount  of  principal  payments  in  fiscal  years  1994  thorough  1998 
will  be  as  follows: 


Fiscal  Year 

Principal  Payments 

(MilliQOSl 

1994 

$  145.2 

199S 

120.8 

1996 

96.5 

1997 

226.3 

1998 

24J 

Total 

$683.5 

The  RTC  recommends  that  the  remaining  FSLIC  Notes  be  piqjaid  at  thdr  eariiest 
opportunity.  If  interest  rates  remain  relatively  unchanged  through  fiscal  year  1998  RTC 
estimates  diat  the  prq>aying  the  notes  wiU  save  the  Federal  govemmem  as  a  whole  in 
present  value  terms  $23.6  million  before  tax  benefits  to  a  maximum  of  $40.9  million 
including  tax  benefits. 

K<^  Wftff  F?TM.A^AlTrncan    Savinp  Intercompany  Note 

To  date  this  note  is  being  prepaid  at  the  earliest  opportunity.  The  RTC  recommends 
that  the  FDIC  continue  directing  New  West  FS&LA  to  make  the  maximum  prqiayment 
each  quarter  until  diis  note  is  paid-in-full  in  fiscal  year  1996.  To  date  $2.94  billion  of 
die  note  has  beoi  prqnid.  The  present  value  savings  from  the  prepayments  to  date  are 
estimated  to  be  $424.5  million  before  tax  benefits  to  a  maximum  of  $534.0  million 
including  tax  benefits. 

The  balance  of  the  Interconqnny  Note  as  (tf  January  31, 1993.  is  approximately  $4.77 
billion.    Additional  present  value  savings  from  continuing  to  prqny,  at  the  earliest 
opportuniQr,  the  maximum  airKMint  allowable  is  estimated  to  be  $330.2  million  before  tax 
benefits  to  a  maximum  of  $400.6  million  including  tax  benefits. 

During  fiscal  years  1991  tfirougfa  1993  to  date  the  RTC  directed  the  write-down  of 
approximately  $5.1  billion  in  covered  assets.  Present  vahie  savings  from  the  write-down 
<rf  covered  assets  is  estimated  to  be  $280.5  millioa  before  tax  benefits  and  could  total  as 
much  at  $501.1  millioa  induding  tax  benefits. 
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In  1988  and  1989,  FSLIC  entered  into  96  separate  Agreements.  Table  1  below  shows 
the  number  of  Agreements  that  have  been  materially  restructured  by  the  RTC  through 
January  31,  1993.  As  can  be  seen  in  the  table,  every  significant  agreement  that  could 
be  restructured  to  result  in  cost  savings  has  been  restructured  by  the  RTC. 


TABLE  1 

Restructuring  Activities 
1988-89  FSLIC  Assistance  Agreements 


FSUC  Notes 

Agreements  with  FSLIC  notes 

FSLIC  notes  prepaid  in  full 
FSLIC  notes  prepaid  in  part  due  to 
prepayment  restrictions 

Totals 


46 
44 

2 

46        46 


Covered  Assets  Greater  than  Si 00  Million 

Agreements  with  covered  assets  greater 
than  $100  million  9/30/91 

Directed  write-downs 

No  material  savings  from  write-downs 
Totals 


Number 


24 


19 
5 


24        24 


Renegotiation  Activities  to  Date 

Table  2  below  shows  the  number  of  Agreements  that  have  been  renegotiated  as  well  as 
the  number  of  Agreements  that  have  terminated  according  to  their  terms. 
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TABLE  2 

Reoegodadon    Activities 

1988-89  FSUC  Assistance  Aeieements 


Status  of  Renefotiations    (1/31/93^ 

Renegotiatiofis 

Completed  -  closed 

Completed  -pending  closing 

In  Process 

Completed  -  no  modification 
Subtotal 

Agreements  e^qnred  without  modificati(m 
Total 


Number 


36 
1 
6 

22 
70 

2fi 
96 


Restmcturinf   and  Pwuytriflrinn    SHVinCS  BftJmatffS 

Shown  below  as  Exhibit  1  is  a  schedule  from  the  RTC's  Rqx>it  to  Congress  for  January 
1993.  This  schedule  shows  the  RTC's  estimates  of  present  value  savings  achieved 
through  the  renegotiation,  modification  or  restructuring  of  the  Agreements.  The  present 
value  savings  estimates  are  through  Januaiy  31, 1993.  As  the  exhibit  shows  the  RTC  has 
likely  already  achieved  estimated  savings,  including  tax  benefits  of  at  least  the  $2.2 
billion  estimated  in  the  Sepbemher  1990  Repoit. 

As  discussed  above  the  RTC  recommends  continuing  to  piq>ay  remaining  FSLIC  Notes 
and  the  New  West  intercompany  note  at  the  eariiest  opportunity.  Including  the  savings 
from  these  continuing  cost  savings  actions  would  put  the  total  estimated  present  value 
cost  savings  achieved  as  follows: 

Cost  Savings  Actions 


All  actions  through  January  31,  1993 
Future  FSLIC  Note  Prepaymoits 
Future  intercompany  note  pr^Kiyments 
Total 


Minimum 

Maximum 

Savings 

Savings 

(Milligns) 

(Milligns) 

$1379.0 

$2996.8 

23.6 

40.9 

330.2 

400.6 

$1732.8 

$3438.3 
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Conclusion 

The  RTC  is  in  process  of  completing  its  renegotiation   efforts  with  activities  on  seven 
Agreements   still  to  be  completed   as  of  January  31,  1993.    The  RTC's  renegotiation 
efforts  should  be  substantially   completed    on  or  about  March  31,  1993.    Any  funds 
expended  on  the  last  seven  Agreements  will  come  from  fiscal  1993  sources. 

In  fiscal  year  1994  and  thereafter  remaining  discretionary  cost  savings  actions  are  likely 
to  be  limited  to  the  FDIC  continuing  to  prq)ay  remaining  FSLIC  notes  and  directing  the 
prq)ayment  of  the  New  West  FS&LA/ American  Savings  intercompany  note  at  the 
earliest  contractual  opportunity.  In  Hscal  year  1994  discretionary  fiinds  needed  to 
continue  to  fund  these  note  prquyments  are  estimated  as  follows: 

Amount  in  Millions 


FSUC  Notes 

New  West  Intercompany  Note 
Total 


$145 
SI. 200 -1.500 
$1,345-  1,645 


The  RTC  is  requesting   no  other  appropriated    ftinds  for  fiscal  year  1994  to  further 
modify,  restructure  or  renegotiate  the  Agreements. 

Exhibits 

Exhibit  1  -  Monthly  Activity  Rqmrt  for  January  1993.  This  exhibit  shows  cash  outlays 
and  estimated  present  value  savings  on  a  before  and  after  maximum  tax 
benefit  basis  to  the  Federal  Government  as  a  whole  for  the  month  and 
fiscal  years  1991, 1992  and  1993  year-to-date. 

Exhibit  2  -  Renegotiation  Status  Rq>ort.  This  exhibit  shows  the  RTC's  actions  and 
plans  for  all  institutions  participating  in  FSLIC-assisted  transactions  in 
1988  or  1989.  This  exhibit  also  identifies  those  institutions  with 
agreements  that  have  terminated  or  will  terminate  according  to  their  terms 
without  any  rescisions,  modifications,  or  renegotiations  being 
consummated. 
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RTC  Inspector  General  Findings  Related  to  the  FSLIC  Resolution  Fund 


The  Senate  Report  accompanying  the  FY1993  Appropriations  for  FRF  directed  that  the 
FY1994  budget  justification  list  all  recommendations  from  the  RTC  Inspector  General 
and  the  actions  taken  upon  them  since  the  creation  of  the  FRF.  The  FDIC  has  its  own 
Inspector  General  with  jurisdiction  over  all  FDIC  activity  including  management  of  the 
FRF.  However,  at  the  specific  request  of  the  Senate  Appropriations  Committee,  the 
RTC  Inspector  General  examined  the  President's  Budget  request  for  FRF  appropriations 
for  both  FY  1992  and  FY  1993. 

For  FY  1992  no  recommended  changes  were  forthcoming.  For  FY  1993,  the  RTC 
Inspector  General's  office  recommended  that  the  requested  appropriation  was  too  high 
for  the  following  reasons:  (1)  it  included  $300  million  in  costs  associated  with  the  First 
Gibralter  Bank,  Federal  Savings  Bank  (FSB)  assistance  agreement  that  was  renegotiated 
in  January,  1992,  and  therefore  the  costs  would  not  be  incurred;  (2)  assumptions 
regarding  collections  and  outlays  for  the  FRF  had  changed  since  the  orginal  request  was 
made,  due  to  RTC  progress  in  renegotiating  agreements,  changes  in  interest  rates, 
covered  asset  values,  legal  settlements  and  the  pace  of  asset  sales,  and;  (3)  the  original 
budget  included  $5  billion  to  pay  the  New  West  FS&LA  Intercompany  Note  in  full 
during  FY  1993. 

The  FDIC  supported  all  but  one  of  these  recommendations  at  the  time  the  report  was 
issued.  The  item  not  supported  related  to  a  reduction  of  funding  for  the  early  payment 
of  the  New  West  FS&LA  note.  At  the  time  of  the  report  the  outcome  of  the 
negotiations  to  prepay  the  note  was  uncertain.  To  have  reduced  the  request  at  that  time 
would  have  weakened  our  bargaining  positioiL  However,  later  in  the  year,  at  the  time 
of  final  "mark-up"  of  the  FY  1993  appropriations  bill,  the  status  of  the  negotiation  was 
clearer  and  we  advised  the  Appropriations  Committees  that  the  original  request  could 
be  reduced  for  that  item.  Other  relatively  minor  adjustments  in  addition  to  those  noted 
by  the  RTC  Inspector  General  were  made  as  well  at  that  time.  A  copy  of  the  RTC 
Inspector  General  report  in  question  is  provided  in  the  appendix  to  this  document. 
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FEDERAL  OEPOSrT  INSURANCE  CORPORATION 

Form  A-  11 

FSUC  RMotmien  Fund 


IdanlHIeatien  eed«:  S1-4088-0-S-S7S 

PregrMH  and  FInwwinfl  ( t  000  ) 

Program  by  sctMtioa: 
00.91  Total  Operattng  Exp«n*M 

Capital  InvoatmoRt 


1992  actual 


39.400 


1993  aat 


20,000 


1994  aat 


20.000 


01.01 

Aaaiatanca  agraamant  paymania  (Exhibit  3) 

8,993,000 

3.453,000 

1.841,0W 

01  .oe 

Uquidaiiona  &  elhar  ina.  axpanaaa 

182.668 

180,554 

173,000 

01  .OS 

Intaraat  axpanaa  (ExhiM  4) 

614,455 

5Z000 

38,000 

WM 

Adjuatmanta  to  poat-e6  notaa  (Exhibt  S) 

821,569 

0 

0 

01.06 

SAIF  axpanaaa 

39,067 

01 41 

10.650.779 

3,685.554 

^053.000 

10.00 

Total  Oblieafiona 
Rnandng: 

10,690.179 

3.705.554 

2.073,000 

21  JO 

UnoWieatad  balanca.  ttait  of  yaar  (-) 

(1,390,539) 

(1,857,360) 

(1,545.806) 

24.90 

Unebllgatad  t>^anca,  and 

1.857,360 

1,545,806 

1.429,806 

29.00 

Unebttgatad  balanca,  axpiiing 

1.671,000 

0 

0 

39.00 

Budgat  AuttMdty  (greaa) 

12.828.000 

3.394.000 

1.9S7.000 

40.00 

Approprictiona 

15,867,000 

2.622.000 

1.326,000 

40.47 

Portion  appUad  to  daW  raduetlon  (Exhibit  8) 

0,038,000) — 

.. 

43.00 

Appropfialion  (naO 

12.628.000 

2.622,000 

1,326.000 

**Q0 

ofraattlng  cotlactjona 

^769.000 

966,000 

776,000 

VW.47 

Poftien  appliad  to  datat  raducHon  (Exhibit  6) 

(^769.000) 

(194,000) 

(145,000) 

Total  Funding  Seureaa 

12,828.000 

3.394.000 

1.957.000 

Ralatfona  of  ObUgatlona  to  Outlaya: 

71.00 

Total  obiigationa 

10.690.179 

3,705,554 

^073,000 

7^90 

Obligatad  balanca.  start  of  yaar 

2.744,470 

2.196,941 

1,099.495 

74.90 

Obligatad  balanca,  and  of  yaa'  (-) 

(Z196.941) 

(1,099,495) 

(1,064,499 

87.00 

Outlaya  (greaa) 

11.237.706 

4.803.000 

2.108.000 

Adjuatmonle  to  budget  authority  and  outlaya: 

Fadoral  Funda 
88.20  Intaraat  on  Traaaury  aacuiWaa  (-) 

Non— Fadoral  aoureoa: 
88.40         Liqiidabon  ceiladiorw  (-) 
88.40         Pramium  aaaaaamanti  &  olhar  raeaiptt  (-) 
86.90         Told.  eflaaOing  ceUactiona  (-) 

ttJBO         Budgat  aulhedty  (tta^ 

90.00         Ouaaiya  (not) 


(27,000) 


(18,000) 


(18,000) 


(1,640,000) 
(1.102.000) 
(2.769.000) 

(918.000) 

(30,000) 

(968.000) 

(734.000) 

(24.000) 

(776.000) 

10.059.000 

2.428,000 

1.181.000 

8.468.700 

3.837.000 

1.332.000 
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FEOtifUL  OEPOSrr  INSURANCE  CORPORATION 

FofW  A-  11 

FSUC  RM«lullon  Fund 


17-Mv-M 


ldMilMe«li«ii  eod*:  81-4.    >-«-9-373 

1992  aetu^ 

1993  aat 

1994  aat 

11.1 

53.270 

50.396 

51.347 

115 

Otn^f  p#rionMl  coiwp#fmttofl 
Total  poraeniMl  eompMiMlleii 

53.270 

90.396 

51.347 

^z^ 

17.689 

16.616 

16.945 
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4 

0 

0 

21.0 
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iS06 
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0 
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0 
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ACCOUKT  CLARirZCATIOMS 

ry  1994  BUDOET  (APPENDIX)  8CHE00LE8 

SmOCXRY  OP  8I0NIPICAMT  CaANGES 

PBDBRAL  DEPOSIT  INSURANCE  CORPORATION 

PSLIC  RESOLUTION  PUND  (PRP) 


PROORAN  AND  PINANCINOi 

OpTatlno  BxB«ns«s  -  This  category  includes  administrative  expenses 
obligated  for  the  respective  fiscal  year,  supported  by  an  Object 
Classification  schedule  (code  11.1  through  44.0).  The  decline  in 
administrative  expenses  after  FY  1992  is  due  to  the  reduction  in 
other  outside  services,  primarily  other  professional  services. 
These  outside  services  relate  to  the  use  of  contractors  for 
monitoring  compliance  on  assistance  agreements  which  have  been 
either  prepaid  or  renegotiated.  Consequently,  FRF's  operating 
expenses  are  expected  to  drop  to  $20  million  in  FY  1994. 

Capital  iBVtment  -  Capital  investments  represent  obligations  of 
the  fund  other  than  operating  expenses.  The  predominant  components 
of  capital  investments  have  been  assistance  agreement  payments. 
Detailed  information  on  these  expenditures  is  provided  in  Exhibit 
3.  These  obligations  resulted  from  efforts  by  the  former  FSLIC  to 
prevent  default,  and  subsequent  liquidation  of  certain  thrift 
institutions.  These  payments  are  expected  to  drop  significantly  as 
most  agreements  and  notes  have  been  either  prepaid  or  renegotiated 
by  the  Resolution  Trust  Corporation  (RTC)  with  terms  more  favorable 
to  FRF.  In  FY  1994,  the  fund's  primary  financial  responsibility 
would  be  $1,8  billion  of  quarterly  payments  for  the  remaining 
assistance  agreements. 

Other  Capital  investments  such  as  interest  on  notes  and  adjustments 
to  post-86  notes  are  detailed  on  exhibits  4  and  5,  respectively. 

Adiustaents  to  Budget  Authority  and  Outlays  -  FRF's  major  income 
source  for  FY  1993  and  1994  is  liquidation  proceeds  from  the 
disposition  of  thrift  assets.  Collections  from  liquidations  are 
projected  to  be  $734  million  based  on  a  recovery  period  of  five 
years.  Miscellaneous  income  is  projected  at  $24  million,  and 
Treasury  securities  of  $500  million  should  generate  income  of  $18 
million  based  on  a  3.5%  annual  rate. 

Portion  Applied  to  Debt  Reduction  -  Of  the  $776  million  that  FRF 
expects  to  collect  in  FY  1994,  $145  million  would  be  applied  to 
note  payments.  Specifically,  these  payments  would  be  applied  to 
notes  for  Beverly  Hills  and  Heights  of  Texas  banks. 

FRF  applied  $5,808  billion  to  debt  reduction  in  FY  1992.  See 
Exhibit  6  for  a  listing  of  institutions  for  which  note  payments 
were  made. 


21 


696 

Bndyet  Authority  (net)  -  This  amount  when  calculated  is  the  gross  budget  authority  ($1.9 
billion)  net  of  collection  ($776  million).  The  gross  budget  authority  is  simply  total  funds 
authorized  for  spending  in  the  fiscal  year.  

The  Budget  Authority  (net)  represents  the  additional  funds  needed  to  cover  outlays. 
Aside  from  its  collections,  FRF  would  need  an  appropriation  of  $13  billion  in  FY  1994. 
Included  in  the  combined  funding  source  is  $145  million  for  note  payments.  The  related 
notes  were  previously  considered  obligations/outlays  when  issued,  and  consequently  are 
not  included  in  the  gross  budget  authority  when  payments  are  actually  disbursed. 

Outlays  (net)  •  Net  outlays  for  FRF  are  projected  to  decline  from  $8.4  billion  in  FY 
1992  to  $1.5  billion  in  FY  1994  due  to  the  settlement  and  prepayment  of  notes  and 
assistance  agreements  that  have  been  taking  place  since  1990.  The  %15  billion 
represents  budgetary  outlays,  and  as  such  does  not  include  the  $145  million  f  note 
payments. 

ORTFrT  CLASSIFICATION  AND  PERSONNEL  SUMMARY: 

The  FRF  personnel  compensation  represents  the  salaries  and  benefits  paid  to  FDIC  and 
RTC  employees  supporting  the  liquidation  of  FRF  assets  a;  contractual  obligations 
(assistance  agreements).  These  costs  are  expected  to  decline  slightly,  despite  the 
increase  in  the  Federal  COLA.  Less  staff  time  will  be  charged  to  FRF  due  to  the 
shrinking  asset  portfolio  and  savings  from  the  renegotiation  of  agreements. 

Temporary  employment  is  projerted  to  decline  more  quickly  than  permanent 
employment  since  a  base  level  of  staff  support  is  required  to  monitor  the  remaining 
agreements. 

Other  services  are  dropping  dramatically  because  there  are  fewer  active  agreements  to 
monitor,  and  the  use  of  in-house  staff. 

Refunds  represent  the  costs  from  lines  11.1-43.0  that  are  allocated  back  to  receiverships. 
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FEDERAL  DEPOSIT  INSURANCE  CORPORATION 

F8UC  RESOLUTION  FUND 

STATEMENTS  OF  FINANCIAL  POSITION 

(dollara  In  miMona) 


FHol  Y— f  En<fd 


SaplMntMrac    S&i>Mmb«r30      ScfMmnlMrSO    SaptmntMrao     Augusta 
1982  1991  1990  1989  1988 


Caift  and  cash  aquivalanta 

Nat  racatvaUaa  from  thrift 
raaohjtiona 

Corporata  owned  asaatB,  na 

Otiari 


UablWaa  and  Roaokitton  EquMy 


^oeo 


4.843 


1.340 


1,108 


1.830 


5,248 


8.748 


10,867 


1,936 


2.151 

3.12S 

8.136 

7.656 

7.634 

574 

786 

1.112 

1.294 

1.286 

SB 

19 

393 

68 

19 

10.875 


Accounts  payaWa.  accruad 

\M>mnm(io»m 

481 

317 

SO 

909 

37 

UabWtaa  incurrad  from  •«« 

rasokitiona 

4,178 

10257 

24.402 

19.717 

20.712 

LiabiWiaaforastimatad 

■aaiatanca 

2.368 

9.581 

19.130 

20.748 

19.920 

UabWias  for  Rtigatlon  loaaaa 

104 

118 

103 

0 

0 

Total  UabJNtiaa 
Raaokition  Equity 
Contitbutad  capital 
Accumulatad  daflctt 
Total  RaaotuUon  Equity 


7.151 


20,283 


43.685 


41.374 


40.669 


42,028 

27.832 

5,832 

670 

0 

(44.3381 

(42,866) 

(40.769> 

(31.167) 

(29.794) 

(2.308) 

(15,034) 

(34,937) 

(30,517) 

(29.794) 

4.843 

$ 

5.248 

$ 

8,748 

$ 

10.857          % 

;           10.875 
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FEDERAL  DEPOSIT  INSURANCE  CORPORATION 

FSUC  RESOLUTION  FUND 

STATEMENTS  OF  INCOME  AND  ACCUMULATED  DEFICIT 

(doNara  in  millions) 


Fiscal  Year  Ended 


Ssptsmbsr  30 
1992 


SspMmbsr  30 
1991 


Ssptsmbsr  30 
1990 


September     i 
1989 


Rswemie 


Assnsmsma  •■mad 

intarMt  on  U.S.  Traaaury  obligations 

Ravanua  from  cor  porata  ownaO  asaats 

Otharravanua 

$ 

808 

24 

263 

48 

$ 

890 
32 

217 
68 

s 

99 

78 

328 

168 

$ 

0 

2 

M 

0 

1,143 


1,207 


671 


Expenses  and  Losses 

AdmlnlstrsiNs  operating  axpanaas 

intsfsat  axpanaa 

Oparsdng  aipsnaaa  tor  corporate  owned 

Provtalontorloaaaa 

Other axpanaas 


Net  Loee  Before  Funding  Transfer 

Funding  transfar  to  SevltxjsAasoclstlon 
Insurance  Fund 

Nst 


Accumuieted  DeflcH  -  Beginning 
Accumulstsd  DeflcH  -  Ending 


30 

43 

137 

0 

61S 

1,058 

2,365 

0 

1                 119 

137 

97 

0 

1,743 

1,994 

7,608 

1,     8 

58 

25 

0 

:    7 

2,574 

3,257 

10,207 

1.465 

(1.431) 


jm 


(1.470) 
(42,866) 
$  (44.336)     $ 


(2.050) 


j*n 


(2.097) 
(40,760) 
(42.866) 


(0,536) 


(46) 


(9,582) 
(31-187) 


(40.769)     S 


(1.:  3) 


(1.393) 
_I2?J    ♦) 


(31.187) 
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United  State*  General  Accounting  Office 


rj  AjTy  Report  to  the  Congress 


June  1992 


FINANCIAL  AUDIT 

FSUC  Resolution 
Fund's  1991  and  1990 
Financial  Statements 


GAOIAFHDSt-n 


GAO 


700 


United  State* 

Geneni  Accounting  Office 

WaahlBCton,  D.C.  20S48 


Comptroller  Generml 
of  the  United  State* 

B-244576 

June  30,  1992 

To  the  President  of  the  Senate  and  the 
Speaker  of  the  House  of  Representatives 

This  report  presents  the  results  of  our  audit  of  the  financial  statements  of 
the  FSUC  Resolution  Fund  for  the  years  ended  December  3 1 ,  1 99 1  and 
1990.  These  financial  statements  are  the  responsibility  of  the  Federal 
Deposit  Insurance  Corporation  (FDIC)-the  Fund's  admuustrator.  Our  audit 
disclosed  that  the  Fund's  statement  of  financial  position  as  of 
December  3 1 ,  1 99 1 ,  and  its  statement  of  cash  flows  for  the  year  ended 
December  31,  1991,  present  fairly,  in  ail  material  respects,  the  financial 
position  of  the  Fund  and  its  cash  flows  in  conformity  with  generally 
accepted  accounting  principles.  We  do  not  express  an  opmion  on  the 
Fund's  statement  of  income  and  accumulated  deficit  for  the  year  ended 
December  31, 1991. 

We  were  able  to  give  the  Fund  an  unqualified  opinion  on  its  1 99 1 
statement  of  financial  position  because,  over  the  past  3  years,  fdic  has 
gained  additional  experience  and  made  significant  improvements  in  its 
procedures  for  estimating  the  Fund's  future  assistance  payments. 
increasing  the  reliability  of  this  estimate.  Furthermore,  the  Fund's 
exposure  to  material  losses  should  its  estimated  assistance  payments  or 
estimated  asset  recoveries  prove  inaccurate  has  significantly  decreased. 
Although  we  believe  the  Fund's  estimates  are  reasonable  as  of 
December  31,  1991,  uncertainties  still  exist  regarding  general  economjc 
conditions  and  assistance  agreement  cost  saving  actions  that  may  result  in 
assistance  payments  and  asset  recoveries  different  from  those  the  Fund  has 
estimated. 

Our  reports  on  the  Fund's  internal  control  structure  and  its  compUance 
with  laws  and  regulations  are  also  presented.  Our  report  on  the  Fund  s 
internal  control  structure  includes  a  material  weakness  regarding 
significant  deficiencies  in  the  integrity  of  data  maintained  m  fdic  s  .\.'<set 
management  Information  system.  We  conduaed  our  audit  pursuant  m  the 
provisions  of  section  1 7(d)  of  the  Federal  Deposit  Insurance  .\ct  .l- 
amended  (12  U.S.C.  1827(d)),  and  in  accordance  with  generally  .n .  .pted 
government  auditing  standards. 


QAO/AIia-n-n  FSUC  lUK.uuon  Fund 


701 


»444in 


We  are  sending  copies  of  this  report  to  the  Chainnen  and  Ranking  Minoncy 
Members  of  the  Senate  Committee  on  Banking,  Housing  and  Urban  Affairs 
and  the  House  Committee  on  Banking,  Finance  and  Urban  Affairs:  the 
Chairman  of  the  Federal  Deposit  Insurance  Corporation:  the  Secretary  of 
the  Treasury;  the  Director  of  the  Office  of  Management  and  Budget:  and 
the  Director  of  the  Office  of  Thrift  Supervision. 


(%Ji^/l-&^ 


Charles  A.  Bowsher 
Comptroller  General 
of  the  United  States 
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General  Acco«atlii(  Offic* 

WaahliVtoa,  D.C.  20S4« 


Comptroller  General 
of  the  United  Statee 

B-244576 

To  the  Board  of  Oirecton 

Federal  Deposit  Insurance  Corporation 

We  have  audited  the  accompanying  statements  of  financial  position  of  the 
FSUC  Resolution  Fund'  as  of  December  31, 1991  and  1990.  and  the  related 
statements  of  income  and  accumulated  deficit  and  statements  of  cash  now  $ 
for  the  years  then  ended.  These  financial  statements  are  the  responsibility 
of  the  management  of  the  Federal  Deposit  Insurance  Corporation  (FDic). 
the  Fund's  administrator.  Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits.  In  addition,  we  are 
reporting  on  our  consideration  of  fdic's  internal  control  structure  and  its 
compliance  with  laws  and  regulations  as  they  relate  to  the  Fund. 

We  conducted  our  audits  in  accordance  with  geiierally  accepted 
govenunent  auditing  standards.  Those  standards  require  that  we  plan  and 
perfonn  the  audit  to  obtain  reasonable  assurance  about  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disckMtires  in  the  financial  statements.  An  audit  also  includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management. 
as  well  as  evaluating  the  overall  fiitancial  statement  presentation.  We 
believe  that  our  audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  Fund's  statement  of  financial  position  as  of 
December  31, 1991,  and  its  statements  of  cash  flows  for  the  years  ended 
December  31, 1991  and  1990,  present  fairly,  in  all  material  respects  the 
financial  position  of  the  FSUC  Resolution  Fund  and  its  cash  flows  for  the 
pertodt  then  ended  in  conformity  with  generally  accepted  accounting 
prindplca. 

In  our  previous  repoit.'  we  did  not  eiprew  an  opinion  on  the  Fund  s 
statement  of  financial  position  as  of  December  31 .  1990,  or  its  siatemt- itt 
of  income  and  accumulated  deficit  for  the  year  then  ended,  largely  due  to 
the  potential  material  effect  of  ecoimmic  factora  on  the  Fund  s  eMiri.itcd 
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payments  under  its  assistance  agreements  and  on  the  FWid's  estimated 
recoveries  from  its  sale  of  receivership  and  corporate  owned  assets  Ther- 
factors,  which  were  beyond  FDlCs  control,  included  the  insubihties  m  lo    1 
real  estate  markets  and  flucttiations  in  future  interest  rates.  In  addition,  the 
Fund's  estimated  assistance  payments  did  not  reflect  the  potential  impac 
of  using  appropriated  funds  to  achieve  cost  savings  under  the  assistance 
agreements. 

While  the  above  factors  will  continue  to  influence  the  Fund's  future 
assistance  payments  and  asset  recoveries,  we  believe  the  effects  of  the 
factors  were  more  determinable  and  supported  by  historical  data  at  the  er-l 
of  1991 ,  enabling  more  reasonable  estimates  by  FDIC.  In  addition,  over  th 
past  3  years,  FDIC  has  made  significant  improvements  in  its  procedures  for 
estimating  the  Fund's  future  assistance  payments,  increasing  the  reliabilitv 
of  this  estimate.  Furthermore,  the  Fund's  exposure  to  material  losses 
should  its  estimated  assistance  payments  or  estimated  asset  recovenes 
prove  inaccurate  has  significantly  decreased. 

The  Fund's  1991  statement  of  income  and  accumulated  deficit  includes 
SI  .7  billion  in  losses  as  a  result  of  increases  in  the  estimated  liability 
accounts  and  allowance  for  loss  accounts  included  in  the  Fund's  siatemet 
of  financial  position  from  1990  to  1991.  These  losses  are  largely 
attributable  to  an  increase  in  the  Fund's  estimated  assistance  pav-ments  and 
a  decrease  in  the  Fund's  estimated  recoveries  on  receivership  and 
corpormte  owned  assets  since  the  end  of  1990.'  In  our  1990  repon  we 
questioned  the  reliability  of  using  1989  asset  recovery  rates  in  calculating 
receivership  asset  recovery  values  at  December  31,1 990.  We  were  unabi 
to  examine  sufficient  evidence  to  determine  the  reliability  of  these  v  nlues    : 
December  31,1 990,  or  whether  a  portion  of  the  1 99 1  changes  in 
allowance  for  loss  accounts  should  have  been  recorded  in  1 990  Because    ' 
this  limitation  on  the  scope  of  our  work,  we  are  not  expressing  an  <  >pinio[ 
on  the  Fund's  statement  of  financial  position  as  of  December  J I    r  •'»)  and 
statements  of  income  and  accumulated  deficit  for  the  years  ended 
Decembers!,  1991  and  1990. 

Although  we  believe  the  Fund's  estimated  future  assistance  pav-nui.^^  .inc* 
its  estimated  recoveries  from  asset  sales  are  reasonable  as  of  Of  i  rrtiHT  J  . 
1991,  uncertainties  still  exist  regarding  general  economic  conditi'  ^-^ 


'Tht  F\iiid't  total  ciuinucd  luMltty  for  iwnrinct  •cnctncnu  (tecumd  from  1990  - 
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especially  in  regard  to  real  estate  markets  and  Interest  rates.  These  factora 
may  uttimately  result  in  assistance  pajrments  and  asset  recoveries  different 
from  those  the  F^md  has  estimated  as  of  December  31, 1991.  In  addition, 
the  use  of  approprlatlofu  to  achieve  cost  savings  under  the  Fund's 
assistance  agreements  will  also  affect  future  assistance  payments. 


Uncertainties  Affect 
Future  Assistance 
Payments 


Fsuc  entered  into  assistance  agreements  to  fadlltate  the  merger, 
acquisition,  or  stabilization  of  insolvent  thrifts.  Under  nitftEA,  the  psuc 
Resolution  Fund  is  responsible  for  making  all  payments  required  by    sse 
assistance  agreements.  In  January  1991 ,  FDIC  transferred  management  and 
oversight  responsibility  for  the  assistance  agreements  to  the  Resolution 
Trust  Corporation  (RTC).  pdic  continues  to  perform  the  accounting 
function  for  these  agreements. 


llie  larger  assistance  agreements  generally  provided 
the  following  three  main  types  of  assistance.* 


thrifts  with 


Negative  net  worth  coverage  was  generally  provided  in  the  form  of 
interest-bearlixg  notes  equal  to  the  acquired  thrifts'  negative  equity  at  the 
date  of  the  assistance  sgreement 

Capital  loss  coverage  guarantees  the  recorded  values  (usually  historical 
cost)  of  poor-quality  assets  taken  over  by  the  assisted  thrift.  Under  this 
coverage,  assisted  thrifts  are  compenssted  for  the  dUTereitce  when  they  sell 
a  covered  asset  for  less  than  its  guaranteed  value. 
Yield  maintenance  coverage  guarantees  the  financial  performance  of  the 
covered  assett.  This  coverage  guarantees  that  each  agreement  s  covered 
issrts  will  collectively  yield  a  specified  rate  which  varies  in  accordance 
wttti  the  terms  of  the  agreement  and  with  market  conditions.  If  covered 
saseta  do  not  generate  the  amount  of  income  specified  by  the  agreement, 
the  Fund  psys  the  assisted  thrift  the  difference. 

As  of  December  31, 1991,  RTC  estimated  that  the  Fund  would  pay  more 
than  $8  billion  over  the  remaining  life  of  the  aasistance  agreements 
(7  years  for  the  larger  agreementa)  largely  as  a  result  of  the  capital  loss 
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and  yield  nuuntenance  guarantees.'  To  estimate  future  capital  loss  and 
yield  maintenance  assistance  payments,  RTC  makes  assumptions  with 
regard  to  losses  resulting  from  covered  asset  dispositions,  the  timing  of 
these  asset  dispositions,  and  future  interest  ratM  rtc  revises  its  estimates 
four  times  a  year  based  on  changes  in  the  abovt  assumptions  and  histonca 
experience. 

Although  RTC  has  produced  its  future  assistance  payment  estimates  from 
the  best  availab'-   nfortnation,  these  payments  remain  subject  to 
( 1 )  instabilities        cal  real  estate  markets,  which  in  pan  will  be  af fecteu 
by  RTC's  discoui..    4  policy,  (2)  interest  rate  fluctuations,  and  (3)  rtc's 
future  use  of  appropriated  funds  to  achieve  additional  cost  savmgs  unde 
these  agreements. 


Uncertainties  in  Real  Estate 
Markets 


Continued  uncertainties  surrounding  economic  conditions  and  the 
over-built  real  estate  markets  affect  estimated  recovery  values  on  the 
assets  covered  by  the  agreements.  The  aggregate  covered  asset  pool  for    1 
agreements  was  about  $  1 4  billion  as  of  December  31,  1 99 1 ,  over  88 
percent  of  which  was  real  estate  related.  Projected  capital  loss  payments. 
which  comprised  about  52  percent  of  the  Fund's  total  December  3 1 .  1 9(   . 
estimated  liability  for  assistance  agreements,  were  based  on  appraisals  0 
covered  assets.  However,  appraisals,  which  generally  estimate  value  based 
on  recent  sales  of  similar  assets,  might  not  reliably  indicate  future  value: 
because  local  real  estate  markets  could  significantly  change  pnor  to  asst 
disposition.  RTC,  FDIC,  and  other  public  and  private  sector  entities  currently 
are  holding  a  large  portfolio  of  troubled  assets,  including  large  amounts    ' 
real  estate  related  assets.  Nonetheless,  over  the  past  year,  local  real  esiat 
markets  were  able  to  absorb  over  $2  billion  in  assisted  thrifts'  real  estate 
-uets  covered  by  the  agreements.  In  addition,  RTC  sold  about  ST  billion  - 
similar  assets  from  failed  thrifts  through  December  31 ,  199 1 .  As  more 
experience  is  gained  through  sales  of  troubled  assets  and  local  markets 
stabilize,  estimated  capital  loss  payments  should  be  more  precise 
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A  factor  that  may  help  reduce  uncertainty  in  local  real  estate  markets,  due 
to  competing  governmental  agenciea  holding  large  amounts  of  real  esuce 
related  aaseu,  is  the  adoption  of  RTC's  discounting  policy  for  marketing 
real  estate  assets  covered  by  the  assistance  agreements.  In  July  1 99 1 .  rtc 
adopted  its  policy  that  enables  the  real  estate  assets  covered  by  assistance 
agreements  to  be  marketed  at  the  more  deeply  discounted  pnces  that  rtc 
uses  to  dispose  of  assets  acquired  from  failed  thrifts.  Consequently,  where 
this  marketing  strategy  Is  used  by  both  assisted  thrifts  and  for  sales  of 
similar  aasett  from  failed  thrifts,  the  assisted  thrifts  should  be  able  to 
market  these  assets  without  a  competitive  disadvantage  regarding  sales 
prices,  which  may  help  reduce  uncertainty  in  local  markets. 

RTC  also  modified  its  estimation  procedures  to  reflect  this  discounting 
policy  strategy.  Prior  estimates  of  capital  losses  were  calculated  based  on 
100  percent  of  the  assets'  appraisal  values  without  regard  to  expected 
disposition  dates.  This  new  policy  calculates  capital  loss  for  real  estate 
assets  using  asset  values  discounted  from  20  percent  to  50  percent.  The 
discounts  are  dependent  on  expected  asset  disposition  dates.  While 
marketing  of  covered  assets  may  be  facilitated  by  RTC's  discounting  policy, 
its  implementation  adds  to  the  complexity  of  estimating  future  capital 
losses.  However,  depending  on  the  accuracy  of  estimated  asset  disposition 
dates  and  the  extent  to  which  this  policy  is  used,  it  may  result  in  more 
reliable  estimatea. 

While  the  Fund's  future  capital  loss  payments  are  subject  to  uncertainties. 
the  Fund's  exposure  to  additional  capital  losses  beyond  what  it  has  already 
recognized  as  of  December  31, 1991,  has  significantly  decreased  over  the 
past  2  years.  Specifically,  the  F\md's  renuuning  exposure  to  additional 
capital  losses  has  decreased  from  S24.6  billion  at  the  end  of  1989  to  S9.4 
billion  at  the  end  of  1991. 

Market  conditions  will  also  affect  the  amount  of  yield  maintenance 
payments,  which  comprised  about  25  percent  of  the  Fund's  total 
December  31, 1991,  estimated  liability  for  assistance  agreements  For 
example,  when  market  conditions  result  in  increased  rental  income  >-ield 
maintenance  payments  are  reduced.  'This  is  because  such  mcome '  ii  fsets 
the  amount  the  Fund  must  pay  to  meet  the  assisted  thrifts'  guaranteed 
yield.  Similarly,  real  estate  market  conditions  that  decrease  rental  income 
would  increase  the  level  of  assistance  payments. 
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Uncertain  Impact  of  Future 
Interest  I2ate  Fluctuations 


Uncertainties  in  future  interest  rates  affea  the  reliability  of  projected  >ield 
maintenance  payments.  Even  small  fluctuations  of  from  0.5  percent  to  '  0 
percent  in  interest  rates  would  produce  changes  of  from  $70  million  to 
$  140  million,  respectively,  per  year  in  yield  maintenance  payments,  based 
on  the  Fund's  December  31,  1 99 1 ,  guaranteed  value  of  the  covered  ass-" 
pool.  RTC's  projection  of  future  assistance  payments  decreased  over  tht 
past  year,  in  part,  because  relevant  interest  rates  drop[>ed  by  86  percent  tc 
3.25  percent.  These  rates  decreased  steadily  from  October  31.  1990. 
through  December  31, 1991. 


Effect  of  Cost  Saving 
Measures  Uncertain 


RTC  is  responsible  for  actively  reviewing  all  means  by  which  it  can  redu( 
costs  under  the  assistance  agreements.  To  cany  out  this  responsibility,  h  re 
developed  a  plan  to  prepay  notes,  renegotiate  large  assistance  agreements. 
buy  out  small  agreements,  write  down  guaranteed  asset  values,  and  off€ 
selected  pools  of  covered  assets  to  other  private  sector  asset  managers 
under  long-term  repurchase  agreements.  The  successful  implementation  of 
RTC's  plan  would  reduce  assistance  agreement  payments. 

For  example,  prepaying  notes  would  save  interest  costs  because  the 
interest  rate  on  federal  borrowing  would  typically  be  lower  than  the  rate   'n_ 
the  notes  over  the  term  of  the  agreements.  Renegotiating  the  agreement. 
would  result  in  savings  if  lower  yield  maintenance  and  capital  loss  coverage 
are  negotiated  in  return  for  the  Fund's  equity  interests  m  the  assisted 
thrifts.  Buying  out  assistance  agreements  would  eliminate  all  future 
payments  and  would  result  in  savings  if  the  government's  costs  of 
borrowing  the  cash  needed  for  the  buyouts  were  less  than  the  estunated 
payments  that  would  be  eliminated.  Wntmg  down  covered  assets  to  inei 
fair  market  value  would  reduce  the  amount  of  future  yield  maintenance 
assistance  since  this  assistance  is  based  on  the  assets'  guaranteed  v  .ilue 
Offering  selected  pools  of  covered  assets  to  other  private  sector  a.-^et 
managers  would  result  in  savings  if  payments  under  such  repurch.u-e 
agreements  were  lower  than  payments  projected  for  the  current  .^-.M~iai   e 
agreements. 
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Aa  of  March  31,  1992,  RTC  has  uaed  a  total  of  S23.4  billion  in  appropnated 
funds  to  execute  cost  saving  actions,  which  rtc  estimates  will  achieve  cost 
savings  of  $  1 .2  billion  on  a  present  value  basis.'  The  mjuonty  of  the 
estimated  savings  is  attributable  to  interest  cost  savings  as  a  result  of 
prepaying  negative  net  worth  notes,  which  does  not  affect  the  Fund's 
estimated  future  assistance  payments— capital  loss  and  yield  maintenance 
payments.  However,  as  of  March  31,  1992,  FDIC  estimated  that  about  S9  5 
billion  of  the  Fund's  fiscal  year  1992  appropriation  remained  available  for 
additional  cost-saving  actions.'  RTC  plans  more  renegotiations  and  covered 
asset  write-downs  to  reduce  future  capital  loss  and  yield  maintenance 
payments.  The  Fund  expects  to  receive  a  fiscal  year  1993  appropnation  of 
$6.8  billion,  a  portion  of  which  may  be  available  to  further  reduce 
assistance  agreement  costs. 


Improvements  in  Elstimating 
Future  Assistance  Payments 


In  the  last  3  years,  FDIC  and  RTC  have  made  significant  improvements  in 
formalizing  their  policies,  procedures,  and  systems  that  are  used  to 
estimate  the  Fund's  future  assistance  payments.  Since  the  end  of  1 989, 
FDIC  and  RTC  have  developed  written  guidelines  for  pre[)aring  and 
reviewing  esUnutes  of  fiiture  assistance  payments.  These  wnnen 
guidelines,  which  were  enhanced  during  1 99 1 ,  help  ensure  consistency  in 
this  estimation  process.  In  addition,  during  1990,  fdic  implemented  an 
automated  system  to  track  assistance  payments  by  assistance  agreement 
and  assistance  payment  type.  This  system  readily  provides  histoncal 
information,  on  both  actual  and  estimated  assistance  payments,  for  rtc  to 
use  in  estimating  future  payments.  While  the  uncertainties  surrounding 
these  estimates  malce  it  difficult  to  precisely  predict  actual  future 
assistance  payments,  FDiC's  and  RTC's  improvements  to  their  escimaiing 
procedures,  coupled  with  the  experience  gained  over  the  last  3  years  m 
prepwing  these  estimates,  increase  the  reliability  of  the  Fund  s  estimated 
Uat^Uty  for  assistance  agreements  as  of  December  31, 1991 
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Uncertainties  Affect 
Ultimate  Recoveries 
From  Assets  in 
Receivership  and 
Owned  by  the  Fund 


Aa  pan  of  its  resolution  activities,  FSUC  placed  failed  thrifts  into 
receivership  and  paid  out  funds  required  to  settle  depositors'  claims. 
However,  FDIC  expects  to  recover  some  portion  of  these  paid  clauns  b 
managing  and  selling  the  failed  thrifts'  assets  that  remain  in  receiversnip 
As  of  December  3 1 , 1 99 1 ,  the  Fund's  claim  against  receiverships  totaled 
about  S 1 1 .9  billion.  Receivership  assets  associated  with  those  claims 
totaled  about  $7  billion,  and  FDIC  estiniated  it  would  recover  only  S2  biilii 
from  these  assets.  In  addition,  the  Fund  has  about  $3.6  billion  in  assets  ti 
were  purchased  to  improve  the  marketability  (and,  thus  facilitate  the :    e 
of  certain  troubled  thrifts  and  to  terminate  receiverships.  These  assets  urt 
commonly  referred  to  as  corporate  owned  assets.  As  of  December  3 1 , 
1991,  FDIC  estimated  the  Fund  would  recover  approximately  S600  mil   )r 
from  the  management  and  liquidation  of  its  corporate  owned  assets. 

FDIC  records  the  amounts  nuc  paid  to  close  failed  thrifts  as  a  receivat  > 
from  thrift  resolutions  and  records  the  amounts  FSUC  paid  to  purchas<. 
assets  from  troubled  or  fidled  thrifts  as  an  investment  in  corporate  owned 
aaaets.  FDIC  establishes  an  allowance  for  loaa  against  the  receivable  an 
investment,  which  represents  the  difference  between  amounts  paid  an    ;h 
expected  repayment  The  expected  repayment  is  based  on  the  estimated 
recoveries  from  the  sale  of  the  receivership  and  corporate  owned  asse< 
net  of  all  estimated  liquidation  coots.  At  December  31,  1991 ,  the  allow   ic 
for  losses  for  the  Fund's  receWable  from  thrift  resolutions  and  investment 
in  corporate  owned  assets  were  about  $9.9  billion,  and  S3  billion. 
respectively. 

For  assets  in  liquidation,  FDIC  maintains  a  management  information  sy   ei 
which  provides  information  on  estimated  recoveries  from  the  assets 
management  and  sale.  These  estimated  recoveries  are  used  to  denv  e  the 
allowance  for  losses.  Because  of  material  internal  control  weaknesses  -  ? 
identified  in  this  system,  we  designed  alternative  audit  procedures  to  ti  t 
the  reasonableness  of  the  allowance  for  losses  reported  on  the  Fund  s 
financial  statements.  These  procedures,  which  consisted  of  anal>-zmg 
FDlC's  collection  experience  on  assets  In  Uqtiidation  to  assess  the 
reasonableness  of  the  estimated  recoveries  on  the  Fund's  existing  asset 
inventory,  provided  us  with  reasonable  assurance  that  the  Fund  s  nee 
receivable  from  thrift  resolutions  and  its  net  investment  in  corporate 
owned  assets  reported  on  the  Fund's  financial  statements  were  fairly 
stated. 


Even  though  fdic  has  assumed  that  the  Fund's  receivership  an^:  . '  >rporat( 
owned  assets  will  sell  for  considerably  less  than  their  book  ^  a^uc  .my 
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worsening  of  the  economy  or  real  estate  markets  could  result  in  recovenes 
even  lower  than  currently  anticipated.  While  the  Fund's  recovenes  from 
asset  sales  remain  subject  to  economic  uncertainties,  the  Fund's  exposure 
to  further  losses  should  its  receivership  and  corporate  owned  assets  prove 
worthless  is  only  S2.6  billion,  significantly  less  than  its  exposure  of  S6.8 
billion  at  the  end  of  1989.  This  decrease  is  primarily  attributable  to  sales 
and  increasing  loss  allowances  on  the  remaining  assets.  The  Fund's 
exposure  to  additional  asset  losses  will  continue  to  decrease  as  the  Fund's 
inventory  of  assets  decreases. 


(%^/le^ 


Charles  A.  Bowsher 
Comptroller  General 
of  the  United  States 


Hay  II,  1992 
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Report  on  Internal  Control  Structure 


We  have  audited  the  financial  statements  of  the  FSUC  Resolution  Fund  as  of 
DecemberSl,  1991  and  1990.  and  have  issued  our  opinion  thereon.  This 
report  pertains  only  to  our  consideration  of  the  Federal  Deposit  Insurance 
Corporation's  (FDIC)  internal  control  structure  as  it  relates  to  the  Fund  for 
the  calendar  year  ended  December  31, 1991.  The  report  on  our 
consideration  of  FDlCs  internal  control  structure  as  it  relates  to  the  Fund 
for  the  calendar  year  ended  December  31, 1990  is  presented  in 
GAO/AFMD-92-22,  dated  December  17, 1991. 

We  conducted  our  audit  in  accordance  with  generally  accepted  government 
auditing  standards.  Those  standards  require  that  we  plan  and  perform  the 
audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  misstatement  In  planning  and  performing 
our  audit,  we  considered  the  internal  control  structure  of  fdic  as  it  relates 
to  the  F\md  in  order  to  determine  the  auditing  procedures  needed  for 
purposes  of  expressing  our  opinion  on  the  financial  statements  and  not  to 
provide  assurance  on  the  intonal  control  structure. 

5DiC's  managemoit  is  responsible  for  establishing  and  maintaining  an 
internal  control  structure  over  the  FSUC  Rcsohition  Fiind.  In  fulfilling  this 
responaibUttjr,  esttmstes  and  judgments  by  management  are  necessary  to 
assess  the  expected  benefiu  and  related  costs  of  internal  control  structure 
policies  and  procedures.  The  objectives  of  an  internal  control  struaure  are 
to  provide  management  with  reasonable,  but  not  sbsohite.  assurance  chat 
assets  are  safeguarded  against  loss  from  unauthorised  use  or  disposiuon 
and  that  transactions  are  executed  in  accordance  with  management  s 
authorization  and  recorded  properly  to  permit  the  preparation  of  financial 
statements  in  accordance  with  genoally  accepted  accounting  prwciples. 

Because  of  the  inherent  limitations  of  any  internal  control  structure,  errors 
or  irregularities  may  nevertheless  occur  and  not  be  detected.  Also. 
prelection  of  any  evaluation  of  the  internal  control  structure  to  future 
periods  is  sul)|ect  to  the  risk  that  procedures  may  become  inadequate 
because  of  changes  in  conditions  or  thst  the  effectiveness  of  the  design  and 
operation  of  policies  and  procedures  may  deteriorate. 

For  purposes  of  this  report,  we  classified  FIMC's  significant  mtemal  control 
structure  poUcies  and  procedures,  inchiding  those  related  to  applicable 
lanrs  and  regulations,  for  the  Fund  into  the  following  categories 
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assistance  to  troubled  institutioiu,  consisting  of  policies  and  procedures 
related  to  assistance  agreement  payments  and  to  estimates  of  the  futur  | 
costs  of  the  Fund's  assistance  programs;  ,  ] 

assistance  to  closed  institutions,  consisting  of  policies  and  procedures 
related  to  management,  valuation,  and  liquidation  activities  for  7 

receiverahips  and  corporate  owned  assets;  ) 

treasuiy/revenue,  consisting  of  policies  and  procedures  related  to  cash 
disbursements,  cash  receipts,  and  investing  activities;  m 

expenses,  consisting  of  policies  and  procedures  related  to  disbursemei^ 
for  administrative  and  supervisory  expenses;  and 
financial  reporting,  consisting  of  policies  and  procedures  related  to  then 
form,  content,  and  preparation  of  the  Fund's  financial  statements.        y 

For  each  of  the  internal  control  structure  categories  listed  above,  we    p> 
obtained  an  understanding  of  the  design  of  the  relevant  policies  and     M 
procedures  and  whether  they  have  been  placed  in  operation.  Also,  we 
iMfWfd  control  risk.  We  performed  limited  testa  of  selected  control     _ 
procedures  for  each  of  the  categories  listed;  however,  we  found  it  morejJ 
efficient  to  rety  solely  on  substantive  audit  tests  to  determine  if  related 
flnandai  statement  balances  and  disclosures  were  fairly  stated.  For  all 
categories,  we  performed  audit  tests  to  substantiate  account  balances  U 
associated  with  each  control  category.  Such  tests  can  also  serve  to  identny 
weaknesses  in  the  internal  control  stnicture. 


ReDOrtable  Conditions        Reportable  conditions  invoh^  matten  coining  to  our  attention  relating  to 
'^  siffiiflcant  deficiencies  in  the  design  or  operation  of  the  internal  contro^ 

stnicture  that,  in  our  Judgment,  could  adversely  affect  an  organization  S'-' 
abiUty  to  record,  process,  summarize,  and  report  financial  data  consistent 
with  the  assertions  of  management  in  the  financial  statements  / 

lliere  are  basically  two  levels  of  reportable  conditions— those  that  are 
considered  material  weaknesses,*  which  could  affect  the  fair  presentatid  | 
of  the  financial  statements,  and  those,  that  while  not  material  10  the      :l 
financial  statements,  are  significant  mattera  which  merit  management  s 
attention.  We  identified  one  condition  involving  FDlC's  internal  c '  >  n  t  rol  || 
structure  and  its  operation  which  we  consider  to  be  a  matenal  »  eakresl 


*A  wmai  wnkntm  n  i  ftpon»b>«  tmMtna  a  wttefa  tt»  naji  or  opwiitoii  of  onf    '  -    •  'fO 
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This  condition  concerns  significant  deficiencies  in  the  integrity  of  data 
maintained  in  fdic's  asset  management  information  system. 

"nirough  substantive  testing  and  alternate  auditing  procedures,  we  satisfied 
ourselves  that  this  condition  did  not  have  a  material  effect  on  the  fatr 
presentation  of  the  Fund's  1991  financial  statements.  However,  the 
existence  of  this  condition  greatly  increases  the  risk  that  related  balances 
may  beconte  materially  misstated  in  the  future  if  action  is  not  taken  to 
correct  this  problem.  We  also  noted  one  matter  that  we  consider  to  be  a 
non-material  reportable  condition  as  defined  above.  This  condition 
concerns  lack  of  adherence  to  prescribed  procedures  over  time  and 
attendance  reporting. 


Weak  controls  Over  FDIC's 
Asset  Managonent 
Trtformation  System  Result  in 
ita  Integrity  Problems 


Controls  to  ensure  the  integrity  of  data  in  fdic's  primary  system  for 
estimating  recoveries  from  the  management  and  disposition  of  the  fslic 
Resolution  Fund's  and  the  Bank  Insurance  Fund's  assets  acquired  from 
troubled  or  failed  financial  institutions  are  inadequate.  The  lack  of  effective 
maintenance  and  updating  of  data  files  within  the  system  has  resulted  m  a 
significant  number  of  errors  in  system-generated  information  concerning 
the  estimated  recoveries  and  related  data  concerning  the  condition  of 
assets  acquired  from  troubled  and  failed  financial  institutions.  This,  in  turn. 
could  result  in  material  misstatements  in  the  valuation  allowance 
established  against  the  FSUC  Resolution  Fund's  reported  balances  of 
receivables  from  thrift  resolutions  and  investments  in  corporate  oM-ned 


The  Liquidation  Asset  Management  Information  System  (lamis)  is  ^~dii  s 
pitanary  system  for  managing  the  FSUC  Resolution  Fund's  and  Bank 
bmnnce  F\md's  assets  acquired  fit)m  troubled  and  failed  financial 
institutions.  It  serves  as  a  subsidiary  system  of  the  Funds'  general  ledger. 
which  is  maintained  by  fdic's  Financial  Information  System.  LA.yis 
controls,  accounts  for,  and  reports  upon  the  acquisition,  management  ind 
uttimate  disposition  of  assets  acquired  by  fdic  as  a  result  of  resoluii<  >n 
activity.  LAMIS  also  provides  estimates  of  recoveries  to  be  received  tr<  m  the 
management  and  disposition  of  these  assets,  known  as  the  Gross  i  .l^h 
Recoveiy  (GCR),  to  fdic's  Division  of  Accounting  and  Corporate  .-^er.  :^  es 
(DACS).  For  assets  with  book  values  of  $250,000  or  more,  the  gck>  ir^- 


'Cocpofftu  owntd  aiMU  refer  to  the  UMtt  purduMd  from  trouMtd  ind  filled  thi\li3 
iBiHtiNHiy  (tort.  ihM.  (icilmx  U>»  »»l«)  of  c«n«ii>  irouM«d  Uirtto  ind  lo  ttmuair  ■ 
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estiinated  and  input  into  lamjs  by  responsible  account  officers.  Assets  with 
book  values  below  $250,000  are  assigned  formula  generated  values  by 
LAMIS  baaed  on  historical  collection  experience  with  assets  of  similar  sc;   a 
and  type.  DACS  uses  these  estimates  to  derive  the  allowance  for  losses  on 
the  FSUC  Resolution  Fund's  receivable  from  thrift  resolutions  and  on  its 
investment  in  corporate  owned  assets. 

As  of  December  31, 1991,  FDIC  had  approximately  136,000  assets  with  ^ 
total  book  value  of  $33  billion  and  a  total  OCR  value  of  $23  billion  recor(   d 
in  LAMB.  The  FSUC  Resolution  Fund's  portion  of  these  assets  consisted  ot 
13,800  with  a  total  book  value  of  $9.3  billion  and  a  total  GCR  value  of  S4  » 
billion;  the  remaining  portion  of  assets  belong  to  the  Bank  Insurance  Pu.  1. 
The  magnitude  and  nature  of  the  information  processed  by  la.mis  and  the 
manner  in  which  it  is  used  make  the  integrity  of  the  data  it  generates 
critical  to  the  accuracy  of  the  FSUC  Resolution  Fund's  financial  statemen  : 
and  the  management  of  the  Fund's  inventory  of  assets  in  liquidation. 

For  FDIC  as  a  whole,  we  conducted  testing  of  information  in  la.mis  on 
estimated  recoveries  and  related  data  on  the  condition  of  assets  at  four 
FDIC  consolidated  receivership  offices  representing  all  four  fdic  regional 
offices.  We  selected  a  Judgmental  sample  of  assets  and  tested  la.mi5 
information  on  their  existence,  classification,  and  valuation  against  assei 
file  documentation.  Our  sample  of  assets  selected  included  br>th  ass'  's  with 
OCRs  estimated  by  account  officers  (individually  appraised  assets)  and 
assets  with  cats  developed  by  lamis  (formula  appraised  assets)  Of  the 
items  tested,  61  were  indtvidually  appraised  and  113  were  formula 
appraised. 

Of  the  61  indtvidually  appraised  assets  we  selected  for  testing,  die 
documentation  for  16  (26  percent)  did  not  support  recorded  gcr  values. 
These  included:  (1)11  assets  with  an  aggregate  gcr  overstatement  of 
about  $2.4  million,  (2)  2  assets  with  an  aggregate  GCR  understaiemenc  of 
about  $400,000,  and  (3)  3  assets  for  which  we  could  not  locate 
documentation  in  the  asset  files  to  support  their  GCR  values,  but  »  hose 
UMB-recortled  value  was  about  $187,000. 

Inaddition,  2  assets  remained  recorded  in  LAMIS  after  they  had  bet- n '^old    : 
were doubleK»unted and,  for  1  asset,  documentation  in  the  as^^t  uW  did 
not  support  the  book  value  of  the  asset  as  reflected  in  lamis.  The-f  irror 
rates  are  a  matter  of  concern  because  individually  appraised  a-s-f  ^ 
accoimted  for  $28  billion  (85  percent)  of  the  $33  billion  total  bn.  k  v  aiue 
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and  $2 1  billion  (9 1  percent)  of  the  $23  billion  total  OCR  value  of  assets 
recorded  in  UMis  as  of  December  31, 1991. 

Of  the  1 1 3  formula  appraised  aasett  we  tested,  file  documentation  did  not 
support  the  recorded  OCR  for  33  (29  percent).  Because  formula  driven  OCR 
estimates  are  based  on  historical  experience  rather  than  actual  Individual 
assessment  of  an  asset's  value,  we  would  expect  some  differences  between 
the  formula  generated  estimates  of  the  recovery  values  for  individual  assets 
and  those  estimates  that  could  be  derived  from  documentation  in  the  asset 
files,  including  both  understatements  and  overstatements.  Of  the  33 
exceptions  found,  files  supporting  13  assets  reflected  values  greater  than 
those  recorded  in  lamb,  and  files  supporting  20  assets  reflected  values 
below  those  recorded  in  lamb. 

However,  the  use  of  formula-generated  recovery  estimates  bssed  on 
histmical  experience  in  a  period  of  economic  uncertainty  carries  with  it  the 
risk  that  saset  vmhies  win  become  misstated  due  to  the  application  of 
outdated  formulas.  In  addition,  use  of  formula  generated  estimates  is  also 
prone  to  other  types  of  errors  that  can  result  In  misMated  ssset  recovery 
values.  For  example,  in  addition  to  the  33  etiois  noted  above,  we  found  8 
assets  (7  percent)  that  were  misdasstfled  ss  to  their  ssset  type.  As  a  result, 
LAMB  utilized  an  tncorrect  formula  to  generate  a  recovery  value  for  these 


We  also  selected  46  asset  files  In  three  regions  to  determine  if  the  assets 
were,  in  fKt,  recorded  in  LAMB.  Of  these  45  files,  3  (7  percent)  were  found 
not  to  have  been  recorded  St  the  time  of  our  audit 

mc's  OfBce  of  the  Inspector  General  conducted  an  audit  of  LAMis  between 
September  1991  and  Januaiy  1992."  TUs  audit  identified  many  of  the 
same  proMems  we  Identtfled  in  our  audit,  as  well  as  a  number  of  additional 
concents.  The  Inspector  General's  sudit,  which  was  also  conducted  at  four 
FDiC  consolidated  receivership  officca,  found  that  high  error  rates  m  lamb 
fUes  compromised  the  sccuracy  of  management  and  tlnattcial  informaaon 
genertted  by  the  system.  Addldonally,  the  Inspector  General  found  that 
(1)  lamb  Itmttations  and  errors  have  eroded  user  confidence  and  reduced 
Its  effectiveness  ss  an  operational  and  management  tool,  (2)  lamis  security 
controls  are  weak,  and  (3)  LAMB  responsibilities  are  not  clearly  defined. 
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The  Inspector  General  repotted  that  the  pervaatve  dau  integrity  problems 
that  plague  lamb  are  primarily  due  to  erroneous  data  Input  and 
maintenance,  rather  than  inaccurate  calculations  by  the  system  itself. 
Theae  problema  are  traceable  to  a  variety  of  causes,  including  inadequate 
training  of  system  usen,  improper  organization  and  content  of  physics.' 
aaet  (ilea,  (tata  conversion  and  maintenance  errora,  inadequate  review 
procedures,  and  a  lack  of  centralized  direction  and  control.  Over  time, 
these  probiona  have  been  perpetuated  and  magnified  by  declining  user 
interest  in  system  maintenance  aa  data  quality  has  deteriorated  and  use 
have  increaaingly  turned  to  alternate  systems  to  serve  their  needs.  The 
Inspector  General  concbided  that  the  system  of  internal  controls 
associated  with  UMB  processing  is  inadequau  and,  by  itself,  cannot  be 
nUtd  upon  to  ensure  accurate  and  timely  processing  and  reporting  of 
financial  and  management  data.  To  correct  diese  problems,  the  Inspector 
General  recommended  a  number  of  actions  addressing  (1)  the  high  errc 
rates  in  UMB,  (2)  fVmctlonal  Umttations  and  declining  user  confidence  in 
the  systen,  (3)  weak  secuiiiy  controls,  and  (4)  the  lack  of  definition  of 


Because  of  tiie  weaknesses  we  identified  and  those  reported  by  the 
Inspector  Gcnenl,  we  were  unable  to  rdy  upon  the  data  generated  by 
UMB  as  a  basis  for  estimates  of  fiaure  recoveries.  As  an  alternate  auditL,g 
procedure,  we  conducted  an  analysts  of  PDlc's  actual  experience  in 
coOecUons  (hrni  the  management  and  disposition  of  aasets  acquired  fro 
troubled  and  failed  financial  bistttutlons.  Tht  purpose  of  this  analysis  w;_ 
to  assess  the  reasonaUeness  of  the  aggregate  recovery  estimates  and, 
eatMsqucndy,  the  valuation  of  the  aasets  in  the  Fund's  asset  inventory. 
tteough  this  analysts,  we  were  able  to  obtain  reasonable  assurance  that 
PDC's  estimates  of  ftoire  collections  were  reasonable  as  of  December  31 . 
1991.  However,  there  mnains  a  risk  of  matetlal  misstatement  in  the  futi  e 
If  the  weaknesses  Identlfled  by  our  work  and  the  work  of  the  Inspector 
Gcnenl  are  not  corrected. 

In  the  repoR  on  our  study  of  the  internal  control  structure  of  the  Bank 
ImiranceFVind  for  the  year  ended  December  31, 1991  (CAO/Amo  92-73). 
we  recommended  thstPDiC  (I)  conduct,  on  a  quarterly  basis,  an  analyst  if 
ooDecHoa  experience  as  a  compenssting  control  for  evaluatuig  Che 
reasonableness  of  sggregste  k>ss  reserves  on  an  ongoing  basis  and 
(2)  tanplement  procedures  to  ensure  that  the  esUmated  recovery ''  3iue9  »-^ 
aU  aasets  tat  liquidation  are  promptly  and  continually  updated  to  reilect 
current  events,  such  as  actual  appraisal  results,  and  asset  sales  These 
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recoRunendations  are  in  addition  to  those  recommended  by  the  Inspector 
General 


Internal  Controls  Over 
Payroll  Transactions  Need  to 
Be  Elnforced 


Although  FDIC  has  policies  and  procedures  governing  its  time  and 
attendance  reporting  process,  FDiC  is  not  consistently  following  these 
procedures.  Because  FDIC  allocates  payroll  expertses  among  the  three 
funds  it  administers,  lack  of  adherence  to  procedures  over  the  tune  and 
attendance  reporting  process  could  lead  to  incorrect  allocations  among  the 
funds  and,  coiuequently,  to  misstatements  in  each  fund's  payroll  expense. 

FDIC  is  responsible  for  administering  and  separately  accounting  for  the 
FSUC  Resolution  Fund,  the  Bank  Insurance  Fund,  and  the  Savings 
Association  Insurance  Fund.  FDIC  allocates  overhead  expenses,  including 
payroll  expenses,  among  these  three  funds  based  on  the  percentage  of  time 
employees  report  having  worked  on  activities  pertaining  to  a  particular 
fiind.  FDIC  employees  are  responsible  for  determining  and  documenting  on 
their  time  cards  the  houn  worked  on  each  fund. 

We  stadsticaUy  selected  60  time  cards  submitted  by  FDIC  employees  dunng 
the  first  9  months  of  1991  and  examined  them  for  evidence  of  proper 
signatures  and  agreement  with  various  payroll  reports.  We  also  reviewed 
the  time  cards  and  related  payroll  reports  for  conformance  with  fdic's 
Time  and  Attendance  Reporting  Directive.  Our  review  disclosed  significant 
weaknesses  over  FDiC's  time  and  attendance  reporting  process  including 
(1)  payroll  reports  missing  and/or  not  signed  1^  the  supervisor.  (2)  tune 
card  data  changed  by  timekeepers  without  the  approval  of  the  employee  or 
the  employee's  supervisor,  (3)  payroll  reports  not  reconciled  to  tune  cards, 
and  (4)  employees  not  provided  time  and  attendance  reports  documentmg 
their  time  card  data  that  had  been  input  into  the  payroll  system 

The  FSUC  Resolution  Fund's  1991  payroll  expenses  are  not  matenal  to  the 
financial  statements  of  the  Fund  taken  as  a  whole.  However,  smce  hric 
employees  perform  functions  for  all  three  funds  and  are  responsible  f(^r 
allocatittg  their  time  charges  to  the  proper  fund,  it  is  essential  that  r  inc 
implement  the  necessary  procedures  and  controls  to  ensure  empkn  ees 
time  charges  are  valid  and  to  decrease  the  likelihood  that  payroll  expenses 
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•re  chuged  to  xht  wrong  fund.  In  the  report  on  our  study  of  the  intemai 
control  structure  of  the  Savings  Association  Ii\sunnce  Fund  for  the  year 
ended  December  31, 1991  (GA(yAna>-92-72),  we  recommended  that  F_c 
enfortre  the  policies  and  procedures  contained  in  Its  Tune  and  Anendahce 
Reporting  Directive  to  eiuure  that  employees'  time  charges  are  valid  and  t 
decrease  the  likelihood  that  payroll  expenses  will  be  charged  to  the  wrc  g 
fiuKL 
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Report  on  Compliance  With  Laws 
jcid  Regulations 


We  have  audited  the  financial  statements  of  the  PSUC  Resolution  Fund  as  of 
December  31. 1991  and  1990,  and  have  lasued  our  opinion  thereon.  This 
report  pertains  only  to  our  review  of  the  Federal  [>epoait  Insurance 
Corporation's  (FDIC)  compliance  with  laws  and  regulations  as  they  relate  to 
the  F3UC  Resolution  Fund  for  the  year  ended  December  31, 1991.  Our 
report  on  FDiCs  compliance  with  laws  and  regulations  as  it  relates  to  the 
Fund  for  the  year  ended  December  31, 1990,  is  presented  in 
GAQ/AfMD-92-22,  dated  December  17, 1991. 

We  conducted  our  audit  in  accordance  with  generally  accepted  government 
auditing  standards.  Those  standards  require  that  we  plan  and  perform  the 
audit  to  obtain  reasonable  assurance  about  whether  the  financial 
statements  are  free  of  material  mlBstatement 

FDlC's  management  is  responsible  for  compliance  with  laws  and  regulations 
applicable  to  the  PSUC  Resolution  Fund.  As  part  of  obtaining  reasonable 
assurance  as  to  whether  the  financial  statements  were  free  of  material 
misstatement,  we  selected  and  tested  transactions  and  records  to  venfV 
FDlC's  compliance  with  certain  provisions  of  the  Federal  Deposit  Insurance 
Act,  as  amended  (12  U.S.C.  1811 «.  seg.)  snd  the  Federal  Home  Loan 
Bank  Act,  as  amended  (12  U.S.C.  1421  tt.  seg.)  which,  if  not  compUed 
with,  could  have  a  material  effect  on  the  Fund's  flnsncial  statements.  Our 
woiic  included  tests  of  PDlC's  compliance  with  certain  provisions  contained 
in  12U.S.C.  1821a,  1823,  and  1441.  However,  it  should  be  noted  that  our 
objective  was  not  to  provide  an  opinion  on  the  overall  compliance  with 
such  provisions.  Accordingly,  we  do  not  express  such  an  opinion.  Also, 
because  of  the  limited  purpose  for  which  our  tests  of  compliance  were 
made,  the  laws  and  regulations  tested  did  not  cover  all  le^iJ  requirements 
with  which  FDIC  must  comply. 

The  results  of  our  tests  indicate  that,  with  respect  to  the  transactions 
tested,  FDIC  complied,  in  all  material  respects,  with  those  provisions  of 
laws  and  regulations  that  could  have  a  material  effect  on  the  Fund's 
fliumcial  statements.  With  respect  to  transactions  not  tested,  nothing  came 
to  our  attention  that  caused  us  to  believe  that  FDIC  had  not  compUed.  in  all 
material  respects,  with  those  provisions. 
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Financial  Statements 
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Flaaadal  Suuaan 


NotM  to  ttM  Rnanelal  Statamants 


OEcawen  11.  imi  wm  itM 
1 


Ttw  FkwicW  Inatuiona  Ratorm.  Rtcovary.  and  Vtonmrmt  Act  a(  isaB  (RIWEA)  wa*  mcud  to  ratoim. 
laraptiaTaindconiolMaaihalidatKaaoominiMineaiyaw.  ""rr"  iMJQnalBl  Itii  ThIbM  Oiuuil 
lnw»aneaConaoral)on(FDlCli»aaiiiiiiliawrtfthaBantiln»uaneaFaid(BIF),«»Weft>»tfa»thad«po«ti 
ol  ••  BtF-mamtMr  irattuUana  (nonmay  commarcM  banki).  and  tha  Savaiga  •■iiiWliii  Inawwea  f\Mt) 
(SAIF).  otilcii  haina  ma  dapoats  a<  la  SMF-mambar  mattvllona  (nomaay  tlwtia).  Bafi  Irawma  HaM 
ara  maaaaaiad  laparaWy  to  cairy  ou  ma*  raapacttva  mandaMa.  Tba  niC  «ao  adiMnMara  it»  FSUC 
Wiarjutun  Fmd  (FWF)  wtnew  »  raanrwaiWa  tor  waidaig  ip  ttia  i«laa»  d  ttia  femiar  Fadani  Sanaiga  t/^ 
Loan  uiauranea  Caporadon  (FSUC). 

FlIWEA  aaalad  tfia  naartmon  Truai  Coipondon  (RTQ.  «Me»i  managaa  and  laaotvaa  H  itafia  p(*«ou«y 
Inaaad  by  ma  F8LIC  tor  «mien  a  eonaa»%<M»  or  faca<»ar  la  ^jmaiaO  diatr^  ifw  panod  Jao^v  i.  isaa 
mreugtiAuguaia.  laos.  Tha  Waaduaon Tnm CorpanUan Waananung  Waanuounnu wn lnyo»»iMni Aa 
d  lasi  (1901  RTC  Aet)  auandad  ma  RTCa  ganarat  raaduOon  u«iarty  mrougn  Sa«un«ar  30.  I9as.  «« 
bayond  ■><■  data  lor  moaa  matudona  pravKMly  placad  iMar  HTC  conraL 


Tha  WaacMlon  Fuidkig  CotponMon  (REFCOW)  vaa  lal*tiart  by  RMIEA  to  prextda  fuida  to  ita  FTC 
•eruaahOiatlMinduaifybalouL  Tha  Fkianeaig  CorpofaOon  (FICO).  laMMahad  mlar  ma  Compaiilva 
EquMy  SanMng  Act  at  igi7.  la  a  mtiad  uwiiaiiliU)  gu»airaiiai«  eatpotaaan  whoaa  aoia  pupoaa  «w  to 
kJKdonaaallnancaigvaNGlalarmaFSUC  Mowawr.  iHtatm  Oaean*ar  i^  19»1.  aa  piwiaad  by  ttia 
Waadudon  Truai  CorparaOan  Thrti  Oapoaaor  Froiaeaon  Hatonn  Act  d  tm,  ma  FICO'a auttmty  to  Uaua 
odtgaOona  aa  a  maana  d  llnanang  lor  ma  FRF  «Ma  lanntnaiad. 

Qparadona  d  iha  FRF  Tha  pnmary  pupoaa  d  ma  FIV  la  to  Hgddaia  ma  aaaad  and  canradud  odtgalorM 
dmanoadAntFSUC  FIV«i«  cenvtaMttia  raaddlondal  mntomdlalad  Mna  Jwuaty  1. 19M 
orwaraaaaatadbataraAuguMB.  ina.  FIRMEA  pre>idad  ttw  tha  RTC  manaoa  ■>»  raednanNp  raadik^ 
tromtnnRMwaatiidooeuTaddlarJanaryisaBbutprtwtothaanaamandRRREA.  Thara  vwa  aanan 
audi  raeaMnMpa  md  ara  mdudad  In  ita  FRF  ilnandd  atdamana  bacaun  tna  FRF  fanwna  HnanelMy 
faaponaMa  tor  ma  loaaaa  i 
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Ttw  niF  k  kfidid  hem  «■  WoDrtng  MweM.  10  tt«  MMi  luidi  M  HMMd.  m  tNi  ortiT  1 1  mean* 
Mrrad  on.  tnd  ptociwrli  tan  t»  dkpoMtan  d.  mmb  of  mt  FIV;  2)  Doudadng  dMMndt  and  paymoa 

iiiui  ui  liana  lomiBini  iTii  fTrfrntn  nil'  i-i"piTn-t  i— t^  TirT"-r^ r'—^'~f~i 

KFOOKP  w  M  nOO:  3)  aiOMi  bomxMd  by  ffa  nCO:  wd  «)  uneijin  iiiiiiW  agMrai  SAJF- 
it«n«*i  by  So  mCVM  ■•  fiel  OMnad  by  Ih*  nCO  or  by  V»  REFCORP  duing  0«  paxoa  from 
kvapov)  (AuguM  9.  itH)  Oifsu^  OvanMr  11.  im.  bdudtd  m  ■—■ n— i  pMd  by  BIF-n«n«v 
timta  (10  ortad  TW  b«M.  eraad  pwaax  to  M  'OMar  MiMndnaW  prDnMani  tau«  In  SoeOon 
$<d)0)«»*R)tCAeQenSMr-inMaddipoMi.  >  Mm  mwbm  m  kioURetM  to  wWy  «■  mmnm 
4  tt«  FW.  paynaiti  <«  bo  mtf*  tan  ••  U.t.  TriMwy  m  wco  anioim  It  «•  nacMMiy. «  appreMd 
by  mo  CwitfMi,  B  eary  ou  Mo  pupoM  a  »»  FW. 


T»a  igai  RTC  Ael  anvidod  ••  FD  Aa  by  lidtig  M  FRF  Iwidkig  of  m*  SAIF  adrmnMndM  md 
■nwati  Wi— "rmoriltwni-tii-tir  "*"  UponiwiniwdantfBi»FrrC(ncii«>tfiiO«c«nie«t 
3t.  1908),  il  MOMi  Md  IMMb  d  «•  FTTC  «■  bt  uwi^BiBl  10  BIO  FW.  rtar  itMoh  «  Ncura  n« 
praoaMilram««MMdachMM«««bonraiHndloaiaNirCOnPtarlnnraap^«in«ti.  THoFW 
«aea«taii«<IMdbi«Mi«i«ldora«iandwl«MMdindtf  oftstibHMMMMM.  Upon 
t  tf  mo  FIV,  «iy  liffdi  ranaMng  <«•  bo  pM  10  •■  US.  TnoMy.  Any  I 
llodiaSAV. 


a«i»«L  TttnolnvcMaMmMiponMiioMftaneHpedtaviHinotc 

of  «•  FRF.   nwo  — iioiiii  do  noi  ndudo  nponkig  lor  aaa  aid  MMMo  of  i 

tmuiamkritN»*mrrraammmii»m»miMmiQtm:  Ftfl<c«id*wtouMMMM>yiOBo»a 

jf  itii  nri  mm n'  i-  o  'urirr^n"!) ^ ~i — " — i' — *""" ' 


,MBii»Ki  Ibr  Uf  an  <iei>  odln  id  ti>— wow  *i  CuipuiWi  ftinod  Aooga.  Tha  FRF  raoorti  at  t 
ricn^HWaawiamiaawwBadfcralodwQawddBalnqdaOiMfcaam.  Tha  FRF  laeaidt  at  in  aaa* 

baMaan  Via  ktidt  ■linil  ■■!  nio  ■owltd  iiponnw^   Tha  laair  It  batad  on  iha  ttdmaad  ca«i 
racoKWtn  *om  M  tataa  e«  M  atdMM  or  Mid  •«■  maliAon.  nal  of  it  tMnaod  iquldiaop  cotM. 


CaMMOeMtoMAfflvvFifMa.  OptMtig  a^anatt  (Mudlng  parionntl.  adnHnMbaOiia  arv  j<nar  Indkae 
•««Mat  nti  dkacly  etwgid  10  taeti  Fi«d  undtr  FOCi  managanan  an  aHeaiad  on  Iha  batit  of  Iha 
latOM  dtgiaa  B  «Mc«i  010  a«tntaa  naaia  meiaiad  by  n«  Firda. 


Tiw  ooa  of  knauoi  ftowat »«  aqulpmtn  pirehaiad  b»  «•  FOC  on  banaf  a  Iha  omt  Ftvdt  wBa  tt 
>  It  idoeatd  tmong  ditoo  Fundt  on  t  pn  raa  boat  Tha  FRF  tiptntat  It  aara  a  tntm 
I  ooaa  a  ffia  oma  a  toqataon  baoaun  a  ihar  mnaHna  anouw. 
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rAnvMAMogriMon.  nmeAdk*GMni«a«nCO.tt*UFCOMrH<da«mFrwMp>l«ty 

ignttM  ti  MMnnan  rvuvnut  only  ■(<■  poMon  ol  SAIF- 
inei(Mnadb|r««FICOortl»N0CONP  AiMMnw**  pari  by 'OMV  bvks  sn 
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N0COW  or  M  mP  («M  NOM  I.  11  wd  17) 
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r  li  HMd  or  daniMid.  Th*  kwoanwM  ki  «■  PAD*  li  woowtid  tar  laing  ow  oqiAy  mottad  and 
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I  M  a  fdduolan  ki  d«  mMo  e(  FW«  Inn—woni  m  »•  FAOA.    MdHonM  Wgatan  loaa 

)  Id  bo  Irani  M  mMon  10  S4S  fliatan  and  rvnMn  lavMogntnd 
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iHMn  eoKd  nduE*  v*  FWFt  aoul  neotmtm  icon  ina  mm  tf  am*  mhh  Mm  th*  MMt  et  iKonanai 


ifMBuwvPrevwi  T>»WUCpuLrM III  apMln«Bw<—«icBM mean* CipMlC«n«e«MOCC«) 

jri.i-f  irrnrmiir — 1" "^ ' ' — ' «^>— .i~...w. 

payM*  «  aquri  «*«  or  br  oMi  p^fnvn.  Tt«  nM  ■nan  e(  ICC(  auoonoino  as  «  Oambw  31 
i«ai  •«  laao  k  sist.muoo  wd  tin.ts3J)0i>.  'mnicitmt.  immm.  m  mm  anotn  n  nwci 
iwi«nwi«wn  lar  ■idioootitiSLais.oaoatftiMjao.ooo.iwpMMiv 


from  praMm  (natuaom  M  It  dtoM  B  marge  wd/or  Mi  Ming  it««L  Tha 


T)«  nuC  acowad  I 

««i  maionv  ol  ixaaa  anaa  an  >a«  anaa  ■«  mongagt  loana.  ii 

Nat  aa  d  OaeamMr  31  «M  aa  Wom  (ki  fhauMMa  c  MMn): 


t33MJ0t 

t  3.701.020 

<■»  — nm 

JiJJ2Mt 

•    SOO.0TO 

ii.oaT.oao 
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t. 

OOwr  Anm  ti  at  Otcmv/bm  31  eenmm  of  m*  loiawlng  (In  Oiouandi  of  dotttn): 

IMI  IMO 

inuMOnan  in  FAOA.  ml  |       it.417  S       iS.Ttl 

Aceouna  rtetNiCM.  n«  3««T  »4  3fli 

t    1MM  I    (e.tn 

7.  mblWw  Iweuwtd  torn  Tlwm  Wiiniutioni 

Tlw  FSUC  had  iMuM  pwnndicry  nou*  and  tmnd  no  tuwane*  ■grwnwnu  in  oRMr  to  pmtn  nw 
dfMi«widiueM«MnliquU«onc<e«ainlniuMa««lln«iuDon*.  Than  nam  and  •grMnwa  rvqund 
IW  f sue  10  p«wi0»  Ifcwiail  mainei  o>r«r  Umo.  UnMr  nRREA.  itM  FRF  hu  uwmM  iMm  oeuguoni. 
Th*  FRF  BiMli  n  neu*  eayWK  md  U  oeUgMon  tor  MiUMneo  •TMnwn  piynwa  meurrad  bu  na 
y«  pad  n  «  can>pon«r«  ol  tn*  Un*  wn  XUiDw  Mewrad  Iron  IMR  rMoluionr.  EsUiraud  funn 
■mnnco  Bdynwm  10  lequwri  rtqurid  irtatt  u  mimnrt  tgftmmta  m  piwnud  i»  «  com^ormt 
ot  Ih*  Un*  um  -Ewnaud  lUMUn  tor  mam  11 «  ■graMnma'  (Nou  8). 

UtfttM  Incwrad  (ram  Tf»M  flnelunani  u  a(  Dwanbir  31  eontWid  a  0*  Mowtng  (ki  vmandi  of 

IMI  IHO 


110' 

Bwki/U.S.  TrtMwy 
Nou*  payiai*  10  acouiran  G<  talad  inMUUont 
Cipu  miuTwnu  (Mom  4| 
Auaono 
AecnjMi 
AcenMd  trunm 
Omw  iMMMs  to  mtngi  rattuDon* 


MatiniM  o<  ttMM  UaUtin  lor  tacn  ol  tn*  naa  ItM  y«an  and  OMnotar  m  u  ioioim  (In  ihouaandt  ol 
11: 


s     sao.aoa 

(       660.000 

raojn 

771112 

41.329 

164.036 

7,5«IS57 

16.096.731 

2.437.  Its 

2.929.623 

iii.att 

437.763 

970.372 

484  960 

IIIJICOM 

«3XS66.134 

jita  jna  an  jm  jih  lownh— — 

t&766.433  t4a4.5t6  nai.240  1796.360  (401.416  62.952.121 

6. 


Th*  •EilWid  liHIlM  tar  imWiiili  iqrwmtnu'  nn*  um  i»Br»»«nu.  on  •  dHcour««d  bant,  an  aainiaia 
of  funn  ■— anra  paymanu  to  aeqilraa  ol  trouBMd  two  maouoona.  Tha  ditcam  raa  *oc<lad  a*  ol 
Oacan«ar3i.  I90i  and  1990  waa  9.629%  and  6.26%  raacacUxaly.  baaad  on  u  S.  monay  lataa  lor  tadaf« 
fwida. 

f\jan  iiTT- —  ■arm  tram  ma  FMrt  ■■*"o'«>'"'  to:  i)  fund  lotaaa  mharan  m  aaaan  covarad  undar  in* 
aaaaanea  agiaamani  (ag..  By  luOaalianq  aaaai  wrta^oona.  capital  loaaa*  and  gooowd  tmamzanon)  and 
2)  tnjotawani  ma  acojM  yiaid  aamad  troni  covarad  aaaau  u  nacaaaary  lor  ina  acounr  to  acMava  a 
tpac^M  yiaid  (ma 'guaraniaad  yMM^  EaUmaud  tow  aaaiattnca  coaa  racognoad  lor  currant  aaaoanca 
agraamanu  w«n  naounon*  mvaving  couarad  aiaaia  nouda  aaomataa  lor  m*  loaa  aipaciad  on  ma  aaaais 
naaan  on  ma*  aoomad  vnuaa.  TAa  FRF  la  "««'orTl  to  fund  any  loaaaa  Minanad  by  ma  madtuoona  on 
ma  MM  ot  ma  aaaan    >i  aiaai  loaaaa  ara  newTad  m  axeaaa  ol  meaa  racegnuao.  ma  poaaibia  eaan 
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nqiMnisa  and  «•  ■uumrng  loa  eoM  b*  ■•  H0>  m  0.4  baton.  «w>Jd  •«  t«ia«ty«<g  umu  prev* 
tob«ari«v«ui(Nau  IS)    Tt«  con  and  r«MM  can  raqUranwa  MtocatM  wiMtw  manananc*  ol 

Mr 


T»»  HTC.  on  b«irti  *  *•  FW.  hM  atMrlv  to  niod»».  iwngodMi  or  nmnican  itm  I9M  and  19M 
iiiiBiiiii  tiftuHwn  w«ti  nuC-aaaMad  manudona  *i«h  lanna  mora  lavanHa  lo  tna  FHF  m 
i«»aH»mTCBc»dWMaudon.anyWUCMaWadln««udoniriainaabaanpl«eadlnRTC 
pyimMiitnMfiltmtfaiom  laai,liwinii1nnprnr>i1irra».Durtnqt9Bi.ihaWTCa«areiMd 
ia  atfhacy  by  laiii*««lno  aalaMioa  agiaamawa  vHVi  mo  F8LIC  aaaiatad  matuOana  piaead  « 

laial  ai«ii.iniaai  wiiiiran  TTiiiiMiTilniiariai(ltrt'~iTT*T — "—' 'T*  "^ — ' — —— — — 

liLlliiiriji  iiiTa--T   J    .--.-^— . .. —  >^— ^.. — ■  ».->».~^ 

^yii»«  «■«  iwiiifail  laaUOng  ki  ma  WMnoa  a<  a  SIM  inaon  «ion-«ann  nam  tar  «a  puenaaa  ol 
conarad  aaaaa.  TYw  «ai»  t3i  aaMMiea  ayiaainaiM  ouoMndkig  aa  a«  Oacambar  11.  19Q1.  itia  laai  of 
1 10  ■««•  ai  OacaiaBar  iHI. 


T>»aaM«wdlab«fcateriiilwrriatfaaiiiaiaaar«i<iiniilbvi»i«iiH>BBra,indud*iqad|ua'"ia»«aio 
■^■MadiwwaM«»fa.a»iarmao>»aiiilMnnagiaanianaeu—ndaigand.inpania<ar.r 
0*  ••  raHMd  oowad  aaaas.  Tha  iwlMa  laMrn  at  Oia  FW  aaaMBca  avaaniaraa « 
lagiMwranB  10  tueaaaa.  TMa  lueuaon  <■•  knpaa  bodi  •■  ttnkig  and  amowa  of  1 
payniana.  AWeuqh  »»  tadmaad  litWii  lar  aaaiwiw  at^aawaiMf  ana  Wm  la  piaiamad  on  a 
badki  H<aMa«*<g  ■tiaaa  ilala  ••  pra(acad  ttiang  ol  »m  luura  caan  paymana  (M 
I  of  dclani  aa  ol  OaoanMr  Si.  lasi.  on  a  nomkai  dolar  baalK 


JMI  jm  tar/nia—ar 

ujaijm       tiAiUK  MiuM  (4«.«ii  sa83.4M  taaz.tis 


I  to  tfia  iio— nea  tar  taaaaa  and 

.  THaii«Mt»e»»»tWiadM'''""aioTailii—daaliltHitaraaaiai»neaauiaa»naru' 

I  MM  Mill  III  elllnancial  peaatan  ma  aam  \iaWliaa  raurad  (ram  ihf« 
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Tfw  AmtyM  ct  CDangn  in  AJtaoaiio*  tor  Loom  ind  EaknaMd  UiBiKlM  consnud  ol  itw  taioiw^  On 

mam  a(  dofan): 


OpwtfJiiO  UnMs 


ImMDnm  In  FAOA 
Tom/ 


01/01/tf 
S      547 

9.730 

2.674 
1l*W 


CmD 
Piynwntt      Adludnwnls 


t     129 
204 


$     -o- 

•o- 

■0- 

& 


»    (16) 
(«2> 

12S 


Ending 
Balanea 

i»/Ji/»i 

s     aeo 
9.n2 


13J73 


ToWEamand 

ToMI 


17.838 

1.043 

(9.646) 

(1.826) 

7.411 

ua 

17,»«7 

1,183 

■0- 

(9.048) 

(1.928) 

7.S79 

830.987 

(1.888 

«<8.848) 

1(1.779) 

931.182 

pm*m 
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< 


klFAOA 


Ot/M/W 

«w 

|u«.»« 

il/Jl/iO 

t    «s 

1    3» 

t     -0- 

1  <»«> 

t       $47 

U1S 

in 

•0- 

44 

9.7» 

2jr4 

41 

«- 

(411 

2.874 

• 

•0- 

. & 

* 

a 

(•n 


M.1II 


•Mia 


tUtT) 
<M1T» 

•(un) 


CSl) 


irj 


(M«l 


n. 


•1/ai/fi 
I  r.Tsxooo 

kta 


KMtMai 


IV31/9* 
I 


kii 
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Th(  AccwnigM  Oifct  induda  n.s  bMon  ki  noiwiMaraM  ewM  e«iMe««  and  rtdMTiaM  avw 
Mck  iMuid  by  n*  FSUC  Cvtm  miuTwru  hav*  b«n  MiMd  by  Iti*  FSUC  and  tfw  FDF  to  m*  F1C0 
M I  mMi»  et  araMng  etpW.  Hoii»»»»r.  dut  to  lt»  tvHiMly  of  U.S.  Trauury  paymano  to  laility  FRF 
uWgadena.  no  addUonal  botroMngi  (ran  tt»  FICO  aia  anhrniari  Blaeon  Oaeambar  12.  i9ei.  tha 
F)CO'l  auttwty  to  laaua  uWgaUuiia  aa  a  maana  a(  Mnandng  tor  Iha  FRF  wu  tarmtnalad  (taa  Nola  i). 
Ftftliariiiuia.  ttia  toniiiamarvation  of  RRRCA  haa  iMactt^ty  ramo^  tha  radampdon  cJwicunadca  of  tha 
I  aock  laauad  by  iha  FSUC 


M  Jarvary  1901 .  FRF  racataad  SIT  S  m«on  or  SMF.<nari*ar  aaaaamarta  pravtoiaty  dalmad  by  REFCORF 
RPCORf  dM  nor  wqura  ma  tonda  baeauaa  thay  ha»a  wo  firtiar  clana  teHaaumq  putae  dadt  Tha  FRF 
la  naa  In  Ina  10  oMm  aaaaaamanta  nor  ia«Md  by  FICO  or  REFCORP.  A  raratiiaeta  and  eorrawondlng 
eradt  to  ivnanua  aata  poaud  m  1990  to  ra«aei  aiMlaiiian  to  iha  aaaaaamint  Tha  FRF  laeogniud 
aaiaaaiinrii  aamad  taaNng  tl  bMon  m  19*1. 

Tha  FtXC  UgM  OMMn  raroarad  an  ooMon  m  March  1902  tm  ■■■■mm  paU  by  'Oaliar'  barka  on 
SAIF-inawad  dapoaCa  ihoiM  oa  raoinad  by  iha  SAJF  and  thai  meonia  caeognMon  (by  SAIF)  ihaiid  ba 
lauijautiia  to  FIRRCA'i  anacnnart  data.  Aa  of  Dacambar  31.  I9n  and  1980.  tha  FRF  lacordad  a  payabia 
to  Iha  SMF  ol  m  maon  and  $17  mNon.  laapaciMaty.  tor  ■OakW wira  r«<anua. 

I  ODbat  Tha  Fa  Act  arihodaa  Inaurad  Hykigi  InattuOona  to  ofliai  agamai  any 
I  pramkima  Walr  pro  lata  «iara  o(  amouM  tha  nwa  prantauMy  part  of  Oia  FSUCa 'Saeondary 
Raaan^.  Tha  aaoondi^  raaaraa  rapraaarttd  pramfejm  prapaymarva  thtl  Inawad  Hwtnga  intfUtona  wa 
iaai*ad  by  lanr  10  dapea*  ««h  a«  FSUC  diXng  tha  parted  I9*llhrai^  1073  to  qMMy  meaaaa  FSUCi 
Inawanea  laaariat  w  tftaorb  loaaaa  t  tha  ragitar  aaaaaawaiaa  aura  Inaiifclarc  Tha  tlowaMi  eWtai  la 
tmdad  H  a  madman  cf  20  paretn  of  an  madudorfa  ramaaang  pro  rata  ihara  tar  any  eatandar  yaar 
baglnnkig  batora  1981.  AAar  ealandar  yaar  1902.  Ihara  la  no  amMUn  en  ttia  ramaMng  oflaal  amuc 

Tha  FRF  la  tiao  twpfjni  to  pay  In  caah  (or  raduoa  an  wtatamJlnQ  MabMdnaaa)  tha  ramaMng  ponton  of 
tha  Mvtnga  maOluOon'i  U  pro  fata  dIaBtouUdn  annan  tha  (naOudon  loaaa  tt  maurad  aania  or  goaa  no 
faoaawtfi^  Tha  FRr  aaHttWiaa  a  payatta  lo  thai  aiadhJIon  or  to  raoaaw  w^h  a  corraapondkig  chaiga 
10  a^anaa  Aa  ot  Oaeambar  31.  t9>i  and  1900.  tha  Sacandary  Raaarva  payaHa.  Mdudad  in  tha  Una  Mm 
'Aoeowaa  payMai  aeeniad  and  ediar  labHlaa'.  ««t  MT.tiuaO  and  tl.0ai.90t.  raapaedvaty. 

Tha  camaMng  Saeendary  Raaarva  cradi  m  Oaeambar  31.  1901  and  1900.  mm  t2V7.ni.iS3  and 
t3l0.i2l.i3a.  laapaiHi  al>.   TNa  amoia*  «•  ba  raduead  in  Uwa  yawt  by  offatn  agaaw  ttaiwrniia 

pramunai  tartoRad  amowaa  dua  to  margara  and  paymaraa  to  wlngt  aiaoutiena  thai  loaa  their  mawad 


11.  Panatan  •anaMi.  SMnga  nana  and  Aeerudd  AnnuM  UaM 

BigMa  fWi  amploywa  (La.,  al  permanent  and  temporarv  amployaaa  vrtih  an  appoMmara  aottaadaig  one 
yaart  era  conarad  by  other  die  CM  Santee  ReOramant  Syatam  (CSnS)  or  tha  Federal  Emptoyaa  Radramara 
•yMam  (FIRI).  Tha  GSRS  It  e  detned  beneM  plan  nagwed  wth  a*  todal  aaewty  lyaiam  in  cartas 
geae^  Fitn  benatto  are  daMmlnad  on  the  batia  ol  yaara  of  cradtatte  tan^ica  and  companiadon  la/tfa. 
The  CtMcoKored  implaiaaa  can  alao  parddpaie  in  a  todertlhr  tponaorad  te»-Uafanad  tavinga  plan 
PMtafefa  to  proMde  aUUHuiMf  radrament  banatlL  Tha  rent  la  a  tfva^poit  plan  conaladng  (tf  a  baaic 
dainad  benaftphnvMcfipnMdaebenrtabeeedon  yaera  of  oedtttte  eentice  and  oompanaaOon  lania. 
aocM  aaeirty  bantfia  and  a  wr-oaeiied  levlngi  plen.  Father,  aunmade  and  n«eiang  ampioyer 
oontrtoudona  are  prt^fttad  up  to  niactlad  tmourva  tfidar  die  FCR8.  Dglbla  amployaaa  may  perUdpett 
In  an  FOC  tponeored  ta»-fltfartad  taoingt  pien  «»ah  mmftng  ceranbudona.  The  FRF  peyt  die  ampioyari 
ponton  of  the  latotad  coe& 
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Ti»  Fnr>  itooMd  ««•  tf  ptnMon  bVMfti  md  avtngi  pMm  Kpiiw  u  o>  0«c«nb(r  31  ronnaua 
at  lt«  lolaaKng  (In  OiouMnM  tf  deiml: 

i9ai  ino 

CM  Stnto*  RaCkOTMfl  SyMm                                                            t    109  I    729 

FaMM  emftertm  Rmtnnmt  Symm  (BMe  B«ntft)                                2.822  i.au 

FOC  S»«igi  nw                                                                                 1.006  619 
FiMnt  TMI  Sntngi  Hw                                                                        717 


Th«  HiMiy  to  anployMi  tor  aoenjid  iivul  lam  li  (pprodmuiy  *4.78S.oao  tfld  t4.«29.a00  ■  DwanMr 
31.  1901  TO  I90a  rHpKOMIy. 

MhougMh*  ^MF  evottuH*  •  eoMon  ol  povlon  bwato  tar  «lglM  onpioyM*.  I  do«  not  aceom  tar 
m*  MHB  of  dtar  wkmn  lyMan.  nordoMi  nav*  oenarM  d«i  «i«i  rwpMlio  leewmiMid  pUn 
u«iiimortti»i»*«ididliM»yrilt  iiOiilgM»iin|jluiiM.  TfHMimounMvttteonodiiidaeeoiKaa 
tar  by  a*  U.S.  OMoa  of  PoiMniil  11— jwnw*. 

11.  nc  HmMi.  0«M  Mi  Uto  toMww  PlMa  Mr  ItalltM* 

T>aFDCpiQ««dMC*iMnhariM.diiMtnda»lnwnne*coMrigitaris«)gtal*r«lrM*.  agU*r«lmi 
M  ttioM  v^io  hM  HWMd  019  rwO's  hHlA  vd/or  Hta  Inouwo  proQrvn  ind  vi  trvMod  to  on 
mmodtaMwutfy.  TtwfiH9hlnou9no9 00^909 lisoompnAonihwta^^or^op^cAproQnnttfidiMfVMn 
By  Iha  Craa/au9  SMM  of  «•  NMMngl  Ca«M  A(9&  ««i  tiowIM  oovwagi  wd  ■  niilor  iradloM  «rap- 
■BMrtBwdor— e9r9lii«idiiiii— ibyCcr— cdcMaonominwwnMCompony.  Th*  mC  mafen B« 
sonv cor9ito9tant tar rvdiMB M tfiOM tar flclk^o oniployio&  Ttw TOIC bcnoA proQnfww fttfy Mwrvd. 
Eltocm*  Jawvy  i.  1991.  Ota  Iwta9is  nuefnlwi  km  dangM  U  a  'mnwium  prwnkan  Iwidlng 
•frangMnarr  nod  eoaa  and  a^anaaa  tar  dakna  aia  paid  aa  irKuiad.  Prannuma  ar«  dapeaaad  tar 
owma  incuiad  bui  not  laponad.   ma  pramkana  ara  hiid  by  tna  rmC- 

Tha  Ha  irwawica  lauf^aiii  la  tfMarwattan  by  MMrepoMan  Uta  inainnca  Company.  TTia  program  proMdaa 
tar  baiic  OAW909  tf  no  C09I  and  idoiMa  ooiWtarttig  opdonal  cvaragaa  to  dlraci'Pay  plana  win  MattopoMttn 
Uta.  'nia  mC  doaa  not  mata  any  eorattuOona  WMrda  annUMria'  bMc  \H  inainnca  cotaiaga:  OiM 
cfiargaa  OiM  Mo  raaa  tar  aedna  amgloyaaa. 

Tha  FMTt  MooMad  Mara  ot  rM«9  banaKi  provldad  aa  of  Oaeambar  31  ara  aa  tatowa  (ki  dieuaanda  ct 

ini  1990 

pramkana  paM  t  10  *  Z7( 

Id  4  2) 


ThaHnandil/>)jmia99iMaiind9rdilaardhaaiaauad8««amar«e>Wnaneli)Accotf«ing8Mnd9raNfti09 
(Emgioyart'  Aujuuilng  tar  ftaaaapiiai  •  SanaM  Omar  Than  Panaiona).  wMen  ma  PDIC  la  laquMad  to 
adopt  by  1991  Tha  Mandart  «a«9raa  cjmpaniaa  to  raoognln  puauauramaw  banana  dirtig  9*  yaara 
«iiptoyaaaara«ar«dngandaarMngbara«atarradramar«.  HaaKWng  aadmaiad  wpanaM  «*  ba  i9oeiW 
10  dw  FW  baaad  on  M  niMM  davaa  10  wMcr  apanaaa  wara  mewiad.  AOwugn  ma  impact  at  oia 
nxCaadopaen  of  itia«andard  cannot  laaaonao.  oa  aaomaad  «  mia  dma.  ma  oandara  nay  ncraaaa 
fiprwiad  adnamabatt^  coaia  and  v^anaaa  at  ma  fW. 


I  ST  OAO/AnUMt-n  raUClMoiiuoa  Fu< 


68-995    0—93 24 


736 


njm 


na  MP  h  enu«i«M|rio  a  v««  « 
MMMiaig  MHB  (Mw  a  bs  el  MO  ia 


■MRMMann 

MM— lUUM— WWVWI 


iMwio— WW— ».  n*mr«« 


«a« 


I  M     $     ■§ 


COM 


«•  «>  a        «• 


AMMnaigN 


l«   ttWftHMMiVMWMM 


II  oamMHdi 


»(' 


MMK 


WMMRVI 


air« 

TTJW 


OIU 


'If  nUC  ImoIui  i.>n  Faa« 


737 


Flaaaetol  Suua 


Norxam  Afanong  aaMHn  tor  Vm  ymt  wdM  Otevnbw  31.  I9B1  mduM:  t)  canoMd  nam  payitK 
(NWCs)  a<  ti2.740.000:  2)  canemt  nam  payaM  (ICC(|  H  1 2.000.000:  W  3)  inuM  non  payUi*  at 

$isa.e7o.ooo. 

Noiv«aanllnw<elngiatvMntsrlt«y<ar«ndadO«e«nb*r3l.  tggoindud*:   i)  cmcMd  nat«  psytlM 
(fmCs)  at  tiO.TOO.OOO.  and  2)  eaneaiad  noiaa  payaMa  (ICCO  of  tit.aao.aao. 


On  Sapumbar  2S.  I9S0.  llw  Boaids  el  Dmcnn  (t  ma  FDIC  and  trrc  aurioftiad  D<a  Miclanianadon  at  a 
ptt)gr»n«((<araOyrajCiiilMrKaagtaa»na»«iandpni<WaaorYnotaae«i«*d6atanTilnai«ddurlnqmapartad 
at  an  nsOUBon  i  contatvalorawp  nai  |uii  Owing  ina  oaned  at  la  llnat  laeataatario  Tha  pragnm  alto 
prenrtaa  itw  ma  aaaaanea  agraaman  MtSainani  vniid  ba  eaaad  an  an  Aaaai  v.u.j-'nn  tottwr  (AVM). 
ymng  tgiadatailon  to  ma  nSMdual  taamn  agiiamata  lams  and  adfuaUng  lo  :«.--tf^  unoun  paid 
and/«  aceiutd  tram  ma  KiaaNa  am»  <*  ma  Avn  to  itia  laimlnaBon  daM.  Tioo  madnaiona  in  irrc 
mnaarvofawp  (CkmiaRon.  Muinogaa.  CManoma  and  tilaneank.  B  Paaa.  Tstaa)  waia  lanmnaud  pnor 
ioDacan«ar3i.  t»i  Tha  FWi  NabMy  to  ma  RTC  conaanwonNpa  la  cwranly  aadnaiad  a>  baMaan 
1330 and  t34S  mMon tor  noM pnnelpal  and  t« mMon lor acciuad  Haiaal ontha noMa. 

PuWc  Law  #102-138.  »lt<le^•■<aa•«nad  Me  law  on  OclaMr2&  H81.  aopreprtMad  tilt  bWon  to  iha  FWF 
lormatlaealyaarandtngSaei«n«arX.  iggo.  Ttia  FWf  taa  lauuaaiatl  apprapnadona  e<  aiJKUiianaiaty  t6.1 
MNon  tor  FY  1909.  Tha  ttrat  may  ba  uaad  to  prapay  noiaa  payMta.  accaiaraia  Mta«Mna  Of  covarad 
•nata.  purcnaaa  eovarad  aaaala  and/or  ranagotlila  aailaianri  coraiaeB  to  laduca  protaettd  eoala  to  itia 
nF  Aa  of  Marcn  31.  1902.  tS.$  bMon  haa  baan  racar  ad  tram  ma  U.S.  Traawy  '^-  -amamtng  tlO  4 
baton,  npactad  to  ba  raquaaad  by  Saplambar  laos.  «■  ba  uaad  to  praeay  na*  ::>aaa  eowad 

asaats.  lanagoBaU  aiaaanca  agiaaiiiaru  and  pay  normal  mMianri  agtaawaiw 

Through  Marcn  ■■  882.  t3  8  bWonxrwapandad  lor  noia  in atjayinantt  Id  t3.2tt1oo>ornonnalaialatinri 
paymani*.  wtvcn  mudaa  nou  naraai  paymana.  No  payniana  wara  racordad  lor  aecalaraud  wnxloivna 
ore 


Auasamanr  ^narnwna.  On  March  27.  1982.  ma  FDtCt  Lagil  DMakm  landarad  ma  opinlan  maL  undar 
FIRREA.  iiiaaiiiiarti  pad  on  SAIF4naind  dapoaaa  by  'Oakat'  bania  mm  ba  mamao  in  ma  SAIF  and. 
mut.  ara  not  subiaci  to  diawi  by  ttw  nco.  ma  REFCOMF  or  tha  FRF  As  RRREA  bacaina  illacilva  « 
Augua  1988.  ma  tmancal  iiaiamarai  tor  1980  hava  baan  (aaond.  FRF  racanad  ma  niaa»nar«i  paid  on 
SAiFHfKwad  dapoatt  n  1980  and  1981.  mafatatamaaMactc<mtaraalalanian«a«ioaaabUaha  payabM 
to  SAiF  ar«  to  raduea  maaimtn  (*>anua  by  117  mOlon  lor  1980.  AddUonalty.  m  1981.  tha  payalM  to 
SAIF  wm  iwiaaaid  by  t8l  maion.   Thia  payaHa  lapraaaraa  t88  tnaion  «  aiMiimara  rv»anua  and  t3 
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FSLIC  REaOU/nON  FUND 

CUMULATIVE  CASHFLOW  ANALYM 

FOR  THE  FMCAL  YEANS  BIDED  SEFTEUBER  M 


CASH  RECEIVEO: 


narw on  US  TfaMury ObigMlen* 
RaoowrtM  ftom  tirtft  rMoUton* 
RMOwwIaa  from  oo«pon«»  owf>«d  tm 


TOTAL  CASH  RECEIVED 


SASH  DtSBURSEMENTS: 

RESOLUTION  ACTIVITY 

jtsbufMfnsntt  tor  ftrtft  nsoiuvons 
jiibunAfTwnfe  tor  oo^orato  ownvoAMdi 
jvttntu  pskSon  indstMvdMM 

Inouffwo  vofitlnnn  rwoiuvon 
PayfTMrti  of  IaMMm  Incumd 

kofn  tfirtfl  rv90lu9ofM 

Jotat  Dkabunmmmnm  RMOluflon  AetMty 


3THER  MI8CBXANEOU8 
Fundng  vanattr  to  SAIF 

ToM  Otaburawmnt  -  OSmt 

TOTAL  CASH  DISBURSEMENTS 

NET  SHORTFALL 

'raaaury  pmytrm  fo<»^d 
^•pMCanMoMn 

TOTAL  CONTRIBUTED  CAPITAL  RECEIVEO 

Mt  kiorasss  fDscffvsss)  I 

^Mh  AvBtt^to  -  Efltfno 

"■ICASURV  COHTmBUnON: 
AppropfWtonv  sppfowd 

TrattMiry  Paymanti 


«apMBl  oadMlniM 

ToM  Cen«lbirt»d  CapMil 


ACTUAL  CASHFLOWS 

mSJECTED  CASHFLOWS 

FY 

FY 

FY 
16*1 

FY 

ttaa 

FY 

FY 
I8S4 

TOTALS 

50.607 

21.263 

1 16,236 

0 

0 

191.326 

100.000 

55,779 

1,600.000 

291,000 

387,M1 

2,444,060 

1.151.000 
34.000 

1,677,000 
424,000 
378,000 

3.664.000 

1.102.000 
27.000 

1.385.000 

235.000 

20.000 

2.768,000 

0 

16.000 

718.040 

201.960 

W.OOO 

968.000 

0 

16.000 

S7Z520 

161,460 

24.000 

Tn.ooo 

2.403.807 

174.062 

6.068.796 

1.313.440 

S49.X1 

10.810.406 

(733.773) 
0 

0 

(54.602) 

(6,337.0(X)) 
0 

(1.069.000) 

(629.915) 

(10.211,000) 
0 

(1.983,000) 

(13,208,000) 

(6.9a3,000) 
0 

(966.000) 

(5.608.000) 

(4.412.000) 
0 

(59.000) 

(230.000) 

(1.841.000) 
0 

(42.000) 

(145,000) 

(32.517.773) 
0 

(3.331,000) 

(20.071.717) 

(786.575) 

(8.037.915) 

(29,002,(X)0) 

(15.367.000) 

(4.687.000) 

(2,028,000) 

(55.920.490) 

(267.191) 
0 

(290.000) 
(32.000) 

(379,283) 
(56,000) 

(676.713) 
(179.000) 

(300.000) 
0 

(229,000) 
0 

(2.116.167) 
(299,000) 

(267.161) 
(1.079.766) 

(282.000) 
(8419,915) 

(433,263) 
(25,436,283) 

(8S7.713) 
(16«4.713) 

(300,00(9 
(4.997.000) 

(225.000) 
(2.253.000) 

(2.385.167) 
(56.305.657) 

(884.440) 

(5,875,838) 

(21,771JS3) 

(13.499,713) 

(4.031.000) 

(1.477.000) 

(47.495.291) 

0 
670,{X10 

5,162,000 
0 

22.000.000 
0 

14.196,000 
0 

^622.000 
0 

1.326.000 
0 

45,306.000 
670.000 

670,000 

5,162.000 

22.000,000 

14,198,000 

2.632.000 

1.326.000 

49.976.000 

(214,44fl» 
1.980,440 

(713.635) 
1.776.000 

228.737 
1,062.169 

740J87 
1.290.902 

(1.409.000) 
2.031.189 

(151.000) 
622.188 

(1.919J91) 
1.990.440 

1,776,000 

0 
0 

1.062.169 

5.162.000 

5.162.000 
(9.162.000) 

1,290.902 

22.000.000 

22.000.000 
(20.710.000) 

2.031.168 

15.667.000 

14.196.000 
(12.767.000) 

622.188 

^6^2.ooo 

^622.000 
(2.122.000) 

471.168 

1.326.000 

1.326.000 
(855.000) 

471.169 

45.691.000 

45.306.000 

(41.636.000) 

0 

0 

1.290.000 

1.409.000 

500.000 

471,000 

3,670,000 

670,000 

5.162.000 
0 

22.000  000 
0 

14.196.000 
0 

2,822.000 

0 

1.336.000 

49,306.000 

670,0(X) 

670,(X)0 

9,162.000 

22.000,000 

14.196.000 

2,622.000 

1.326.000 

45.976,000 

25 


740 


Nan>«MTiAimaBM 
F«Mi4MaMe 


1110 

<an 

lOI 


FIRST  NAWMMOe  BM*  FH 

cnvFa> 

HOIC  MV*NS  OF  MCmOk  FA 

CnVFKA 

CmCOKP  CAVMS  r«LA 

QICAT  MCnCMI  FKA 


0  mm 

0  0 

0  0 

1.1X1  4.aa«i 

0  90.461 

0  0 

0  a.iji 


na.c 


ODMUNO  SMMOa  P«L* 

cmccnpiAVMos  cf  llmos 
aantLTmarmtmt 

HOUKHCXO  MNK  nS 

UNONFSa 

HeHTOn  WWIMM  WNK 

coLUHatk  Ffwr  piuk 

METnOPCUTm  FEOSML  MMKni 
0NO40WXWMMKIWKW 
IMTEO  SAVMOS  BMK  Fn 

ncLONGOuweaFta 

CmZENE  FEDSML  8«M(  F«S 

eMPicoFMcniok 

MO-CONDtCNTFaA 
KCXTACEFM 


0 

0  0 

0  0 

0  0 

4,7a  0 

0  0 
0                    JO.RB 

0  0 

0  0 

0  0 

0  0 

0  3.aiajaa 

0  0 

0  0 

0  0 

0  0 


0 

a 


0 

0 
0 

3ia.aa7 

0 

i4a.ga) 

0 
0 

0 


0 

0 
0 

0 
0 

0  110.4a 

i.uajor  0 

0  0 

0  0 

0  0 

0  0 

tvjm  0 

0.14*  0 

vioofloo  ttjoLtm 
4S.m 

LOMB 


i.oaaju 
2i«.ia 


0 

•am 


0 

|iMj»eii 


s.ooo 

3ro<v 


0 

igs.B 

io.ri3 

1010230 

19.000 

IIS.OOC 

30.000 

xooo 

43.3aiOU  43200.a<3 
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raUC  HBOUmON  FUND 
TEAM    IMIMaaTMICCPmrlCNTa 


1T17 
ITU 
1719 


STmOMO  PACFC  SAWINOS  FA 

F««TFEOeVV.FSS 

COAST  SLA 

SOUTVCRN  CAi.FORMA  SLA  FSLA 

ENSIGN  BAMC 

WASHNGTON  FAA 

THE  a.0BE  sa  Fsa 

FIRST  FSLA 

saPhun  spKNGS  l&ba 

UMON  FEDCML  MVMQt  SAM( 
l«.CAN  HOkCSTSU]  ANO  SA 
SECORBANKFM 

OIAMPOIFSLA 


0 

0 

P07579 


OSJW) 


0 
0 

3ia.aM 

0 

0 
0 

m.Tw 


17B 

CtXCMTta 

3i9.aCT 

1194 

STAIEMANaANK 

1.446.730 

1)39 

STER-MQ  MVMOS  ASSOCtATHN 

ID1) 

(I^M) 

1717 

HCUEFSIA 

0 

iia 

HAMENSaSLA 

0 

1729 

EMCIAFSLA 

i9.an.g9i 

17» 

FRBTFEOSMLSa 

39.306 

17»1 

SECUPnVSSFSB 

0 

17M 

El«B(AF«LA 

0 

17S7 

317.937 

1739 

STANOARO  FSLA  or  OICAeO 

(3a.7ia 

0 

1741 

kCTKOPOUTAN  FB  OF  IOWA 

1.904J97 

174* 

0U>  STONE  BAM(  OF  CALFOf««A 

0 

1744 

SECXWITV  TRUST  FaA 

39.973 

Cwiw 


OjOKK  (.194.477 


0 

0 

0 

221.009 

is.aei 

244  070 

LJaiAlO 

(25.079) 

I  »19»< 

014.S19 

9.790 

«!V435 

9.374 

0 

0 

9374 

0 

0 

3.717.7B7 

3.717.7S7 

10299 

34.213.091 

319.310 

37  0O3  4U 

0 

329J7S 

2.113 

919.394 

0  4j7ia)9 

0  27.296.9D0 

0  904.294 

13.399  0 

0  219.719 

919.093  12.120.720 

0  1,1S3j099 

1312  0 

204.190  0 

0  0 

0  229.117 

0  3M.429 

117.294  0 

0  991.190 


13.9C0  nuira 


(9393.296)  22  S97  049 


4(48 

15.101.970 

149  022 

27  791 


27 


742 


FaBM.TEM< 


BTMtCE  ptmiBm 


IMS  CfTBENS  Fsa 

17M  FECEtMLsaoFnoasv 

1741  SECORBANKFSa 

I74t  WASM«STONFa> 

tTSO  mCSTERNFa. 

17U  UMONFSaOFt«MNAI>Ol.rS 

tIM  0OIMCVS«L/«SN 

I7«7  TRACtrSLAFA 

I7W  FIRST FS8  OF  NOMNA 

in*  REPuaucnm 

tm  F(«T  NATONWOE  BANKFM 

im  FUKUHPfSa 

1)««  9QUTHS0E  SBFSa 

1 717  PACFC  Ff«T  FSa 

im  «O«J>tLA0F(3Ha 

1770  FnST  NATONWOE  BANKFSa 

1771  CmCORP  SAVMOS  OF  U-MOB 

1772  NVnSWIKOSMNKFSa 
1 774  ROCaCr  UOUNTAM  FtB 
177g  NEWWESTFSLA 

1777  aT1ZE»CFE0eMLBAM(FSS 

1771  JACKSON  COLNTVFSLA 

1710  FIRST  NATIONMOe  BAMC  FSB 

17W  WESTERN  FH  OF  MONTANA 

ITU  HOMEFSLA 

17*4  SaUTVEACTBAMCFORSAVMCS 

17W  SLVEI«OnBAN(Fn 


0a.i« 

aoB.sao 

0 

0 

s.sTi^aa 

SI2.M1 

B31J1« 

1.71«.73« 

snojia 

2.73SM7 

0 

0 

(Tsm 

(1.414.94 

1.177M7 

ao7.7aai 

0 

1.4S7jaS7 

0 

042001 

(183/444) 

i.on«z3 

(1jaT.0DC| 

2.217jgB7 

84.4M.WI 

ii«.4aojS4i 

0 

0 

Ca««l 


0 

i.snAii 

7S.72a 


0 

7.831.341 


3.740 
0 


1.143 

4.S1Sja37 

534.2S7 

21.188.(B3 

1.843317 

404.831  isn 

77.231 

77  231 

0 

1 

8Z.iS4 

13  178  872 

41.481 

7.583.71! 

180.983) 

11.141,971 

986.734) 
(1380) 
13488 


28,378 

0 

0 

28378 

136,218 

a80.»4a 

19783 

13802381 

2.912«18 

a.734«t7 

(2080.128) 

10  1S7  92S 

0 

801.308 

438810 

J  474372 

0 

1.012S4S.743 

438.417 

1  01]  146.198 

(SI  072)  22  UK 


(S475I8I  17.312.9 


0 
I.  IIS 


298,828 

(838012) 

0 

8.290^1 


(74  3841  n  023  878 
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OEI>CSIT     weuRANCE  CORPOrWTDN 

FSUC  ICSOLUTDN  FUND 
TEAK    1S«  ASSBTAMCE  PAVyENTB 


1K7  FnsTNEnwcnc 

1719  CM.FOnNM  FB  FS8 

17B0  aEVEn.YHLLSFSB 

17S1  HOUEFSLAGFSIGUXFAUS 

17«2  FIRST  COOK  BANK  FOR  SAVMGS  F! 

1 713  FIRST  TROPICM.  S8  FSB 

17«4  COASTAL  BANC  SA 

17M  HERABANC  TEXAS  FSB 

17S7  AMERCAN  FEDERAL  BAM(  FSB 

I7n  SUNBELT 

17M  HERABAMC  TEXAS  FSB 

laOO  CMARRON  FSLA 

1101  RED  RIVER 

lan  CHSCLM 

1SD  HEARILANOFSLA 

lOM  HEOHTS  OF  TEXAS  FSB 

leoa  QUMVMTt  FBIERM.  SB 

laor  FRANItXFECERALaANCanPFSB 

igoa  AMwESTSMiwasASsacMTioi 

\aa  AMERcmrFSB 

1110  BLUEaONNETSMinNQBaANK 

Itll  FIRST  QBRALTAR  BANC  FSB 

1112  PAOFIC  SOUTHWCST  SB  FSB 

Itia  TEXAS  TRUST  SB  FSB 

lt14  LOCAL  AMERCAN  BAN(  or  TaSA 

ma  UMTEOSA  or  TEXAS  FSB 

Itit  EOUmr  BANC  FOn  SAVMQS 

lao  CROSSLANOSAVMCSFSa 


Oxn.TOh         31  oso  «a 


15S.U4 
0 


(ma.47i) 


0 

16.083.145 

23.M2.aS 

aaat.yeai 

44S4ZS3 

2S.S7S.436 

0 

1.967.482 

0 

0 

T07.984 

s.tss.ioi 

0 

ia.aB3.a3 

s.S4a.i4s 

P57.4SS)  44.4X.1ia  14.aSS.723 


9BATT)  M.4aS.4Z3 

0  ai.3as.9ss 

(103.432)  ia.3ao.ors 

(B4J833I  a3.SSB.4B4 

(BisjosT)  as.sss.aDS 


3S.SS7.934 

s.oss.igs 

ia.419.74S 


0 

24.oeS.123 

13.907.904 

0 

19.43S.42S 

2.13SJ43 

0 

3.907»41 

11. 297.874 

(1/X».000| 

M.asa^o 

31.3S4.794 

i*»im 

1.722.737 

S.3ZS.171 

0 

0 

0 

263.403  34390.92 


4  970 


461. 191  35  277  8 


|48S3.iaS)  37.130.711 


ice.ias 

0 


577,363 
0 


211.806 

36.666JH 

(78.623) 

90  799.9:3 

0 

0 

0 

0 

748.887 

2a6.3Sa704 

472.519 

398.012J78 

0 

2.306573.406 

0 

2.308573  408 

3S.B17 

204.47SKS 

(8.110.048) 

238.401  JOl 

0 

102.361860 

(100) 

132  803089 

0 

I29.3a3n6 

(26.002) 

127  322348 

0 

12.366.  KB 

22.181 

10  123  OM 

0 

40.166.060 

(871854) 

81  743  887 

2.a30A49 

221.474J001 

(890821) 

291  486473 

280.918 

45B.574.437 

(24.472.730) 

951  948:080 

0 

382.724. 1« 

783.372 

382  055  828 

3.0S82B3 

416^07800 

1.068JS2 

S20  204  453 

742.696 

l.836iai 

2877  Je4 

15339.724 

9.798883  308.310840 


142.439  88.131.S0 


i.aai.i7a         44.180.119 


42.418.948  441  rsejos 

(8393.777)  i;oa5S58e 

(201J82)  97<17295 

(24  4711  'S057  5U 

(1339  472)  '09  228807 

(2860881  0  249  903 

10.646  10  948 
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FMJC  ICaOUUTDN  FUND 
nBALTEAK    1«B  AaSBTANCC  P«VMBn« 


r^mmKm  vum  OoBd—  LMWn  lom  i 


iT.ar.xo        ai7.73Tjaa         i40.aa.i9D  3s.i7ijig      rjwjoas.iai         sr1.23s.4rr      a.gaa5u.2t 
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EXHIBIT  4 


FSUC  RESOLUTION  FUND 
INTEREST  AND  OTHER  ASSISTANCE  TRANSACTION  EXPENSES 
FISCAL  YEAR  1992 
(DOLLARS  IN  MILUONS) 


FIN  INSTITUTION  NAME AMOUNT 


1658  HOME  SAVINGS -C21 6  .,       19 

1667  HOME  OF  AMERICA  -  C233  4 

1676  METROPOUTAN  -  C258  1 

1687  CITIZENS  FSLA -C279  4 

1717  PEUCAN  HOMESTEAD -C31 8  10 

1722  ATLANTIC  FINANCIAL  -  C323  (4) 

1762  FIRST  NATIONWIDE  -  C364  2 

1770  FIRST  NATIONWIDE  FSB  -  C372  3 

1778  JACKSON  FSLA  -  C381  1 

1780  FIRST  NATIONWIDE  -  C383  229 

1786  SUPERIOR  BANK/LYONS  -  C389  3 

1790  BEVERLY  HILLS.  FSB  -  C393  43 

1795  SOUTHWEST  SAVINGS  -  SW002  120 

1798  SUNBELT  -  SW005  124 

1801  RED  RIVER  -  SW009  5 

1804  HEIGHTS  OF  TEXAS -SW01 3  12 

1805  FIRST  HEIGHTS -SW01 4  5 
1807  FRANKUN  FEDERAL  -  SW016  (1) 
1811  FIRST  GIBRALTAR  -  SW021  18 
1858  PATHWAY  FINANCIAL  (1) 
7590  SIVERADO/MILE  HIGH  14 
7679  AMERICITY  (SOUTHWEST  01 8)                                                                              _.  3 

TOTAL  INTEREST                                                                                                   _  $614_ 
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FSUC    RESOLUTION     FUND 
SCORED  NOTE  ADJUSTMENTS 
FISCAL  YEAR  1992 
(doH«r«  In  mllllon»l 


EXHIBIT  S 


FIN  # 


INSTITUTION  NAME 


1666         MERITOR 

1811  FIRST  GIBRALTAR 

7679         AMERICITY 

1780         FIRST  NATIONWIDE 
TOTAL  = 


AMOUNT 

DESCRIPTION 

18 

NEGATIVE  EQUITY 

(50) 

NEGATIVE  EQUIT\r 

155 

90  DAY  NOTE  ISSUE  TO 

PURCHASE  COVERED  ASSETS 

699 

NEGATIVE  EQUITY 

822 
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FSLIC  RESOLUTION  FUND 
REPAYMENT  OF  NOTES 

FISCAL  YEAR  1992 
(DOLLARS  IN  MILLIONS) 

FIN# 

INSTITUTION 

AMOUNT 

1717 

Pelican  Homestead 

$195 

1739 

Standard  FSLA  of  Chicago 

10 

1762 

First  Nationwide 

70 

1770 

First  Nationwide 

175 

1780 

First  Nationwide 

1745 

1786 

Superior  Bank  FSB 

184 

1790 

Beverly  Hills  FSB 

105 

1804 

Heights  of  Texas  FSB 

22 

1806 

First  Heights  FSA 

10 

1811 

First  Gibraltar  Bank  FSB 

3137 

7679 

Americity 

155 

TOTAL 

= 

S5.808 

Exhibit  6 


A- 11  Line  Items 


40.47   Appropriations  applied  to  debt  reduction 
68.47   Collections  applied  to  debt  reduction 


$3,039,000 

^769.000 

$5.808.000 
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B.        Bank  Enterprise  Act 

Overview 

On  October  6,  1992  Congress  provided  $1  million  in  appropriations  to  cover  FY  1993 
costs  incurred  by  the  FDIC  and  other  financial  institutions  regulators  in  beginning 
preliminary  study,  design  and  development  for  programs  authorized  by  the  Bank 
Enterprise  Act  (BEA).  This  Act  was  enacted  as  part  of  the  Federal  Deposit  Insurance 
Corporation  Improvement  Act  of  1991  (FDICIA). 

Specifically,  the  funding  was  to  cover  estimated  administrative  expenses  for  issuing 
minimum  requirements  and  guidelines  for  two  BEA  programs:  (1)  reduced  deposit 
insurance  assessment  rates  for  deposits  attributable  to  "lifeline  accounts;"  and  (2) 
assessment  credits  for  insured  depository  institutions  offering  qualifying  activities  related 
to  distressed  conmiunities.  The  appropriation  provides  funding  for  the  expenses  of 
issuing  minimum  requirements  and  guidelines  for  these  two  programs,  and  for  estimating 
the  cost  of  allowing  reduced  assessment  rates  and  assessment  credits  pursuant  to  these 
programs.  The  appropriation  did  not  provide  funding  to  offiset  assessment  credits  to 
depository  institutions  offering  lifeline  accounts  or  increased  lending  to  distressed 
communities. 

The  funds  were  provided  to  the  FDIQ  rather  than  another  recipient,  because  FDIC  was 
to  help  develop  the  lifeline  account  concept  In  addition,  the  funding  was  provided  to 
the  FDIC  as  a  stand-in  for  the  Community  Enterprise  Assessment  Credit  Board  (CEAC 
Board)  which  is  charged  with  deciding  the  parameters  and  guidelines  of  the  BEA 
program,  because  this  Board  had  not  yet  been  established. 

The  CEAC  Board  is  charged  with  issuing  guidelines  that  would  permit  the  prompt 
commencement  of  program  operations  should  Congress  provide  funding  in  future  years 
for  reduced  deposit  insurance  assessments  and  assessment  credits.  The  Board  is  also  to 
consider  how  limited  resources  would  be  allocated  should  demand  for  such  a  program 
exceed  the  supply  of  credits. 

The  CEAC  Board,  comprised  of  the  Secretary  of  the  Department  of  Housing  and  Urban 
Development  and  the  Chairman  of  the  FDIQ  plus  two  Presidential  appointees 
representing  community  organizations,  is  to  be  chaired  by  the  Secretary  of  the  Treasury. 
FDIC  has  written  to  the  Treasury  Secretary  to  request  the  expeditious  organization  of 
the  CEAC  Board.  However,  the  Presidential  appointments  have  not  yet  been  made. 

Notwithstanding  the  delays  in  establishing  the  CEAC  Board,  the  FDIC  has  established 
a  billing  system  to  capture  BEA-related  costs  incurred  by  staff  at  the  FDIC  and  other 
Federal  agencies  to  identify  and  study  relevant  issues.  These  agencies  have  been  notified 
to  begin  keeping  track  of  the  staff  hours  spent  on  BEA  projects.  Reimbursement  will 
be  limited  to  $1  million  in  FY1993.  However,  further  action  on  lending  to  distressed 
communities  imder  the  BEA  will  require  the  establishment  of  the  CEAC  Board. 
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With  respect  to  lifeline  accounts,  staff  from  the  FDIC  and  Federal  Reserve  System  are 
drafting  a  policy  statement  to  establish  the  requirements  for  these  accounts.  Once  the 
policy  statement  is  finalized,  the  FDIC  will  determine  what  changes  will  have  to  be  made 
to  the  FDIC's  assessment  regulations.  Another  issue  being  addressed  is  coordinating  the 
revision  of  call  rqx)its  to  pennit  a  separate  listing  for  lifeline  accounts. 
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C.        Affordable  Housing  Program 

Overview 

The  FDIC  Improvement  Act  of  1991  required  the  Corporation  to  implement  an 
Affordable  Housing  Program  upon  appropriation  of  funds  by  Congress.  This  legislation 
authorized  appropriations  of  $30  million  to  reimburse  the  FDIC  for  discounts  on 
properties  in  its  liquidation  portfolio.  Additional  funds  were  to  be  ^>ptopriated  to 
reimburse  the  FDIC  for  any  incremental  administrative  expenses  associated  with  running 
the  program. 

The  FDIC  voluntarily  implemented  a  limited  program  on  March  31, 1992,  restricting  the 
sale  of  eligible  single-faniily  and  condominium  property  for  180  days  to  households  with 
incomes  less  than  115%  of  the  area's  median  income  as  adjusted  for  family  size.  Non- 
profits and  govermnent  agencies  were  also  eligible  to  purchase  these  properties  if  they 
would  use  the  purchased  properties  as  afTordable  housing.  Since  no  funds  were 
syjpropriated,   the  program  was  run  on  a  cost  neutral  basis. 

In  October,   1992,  Congress  appropriated    $5  million  for  discounts  and  administrative 
e}q)enses  associated  with  the  program.    Because  the  funding  was  less  than  origiiuilly 
anticqiated,  the  funding  legislation  allowed  the  FDIC  to  modify  the  program  in  a  maimer 
which  would  best  utilize  the  limited  amount   of  funds.     The  modified  program   is 
described  below  and  is,  in  many  respects,  similar  to  the  voluntary  program  implemented 
in  March. 

It  should  be  noted  that  because  of  the  limited  amount  of  funding,  no  effective  multi- 
family  program  can  be  implemented  by  the  agency.  Therefore,  the  current  modified 
program  generally  excludes  such  properties,  although  subsidies  for  multi-family 
properties  will  be  considered  on  a  case-by-case  basis. 
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Pmfram  Summary 


The  FDIC  will  provide  rebates  and  discounts  to  low-  and  moderate-income  households 
for  the  purchase  of  certain  affordable  single-family  homes  in  its  inventory  of  properties 
retained  from  failed  banks.  Additional  information  on  purchaser  eligibility  and  available 
properties  is  available  from  FDIC  Affordable  Housing  Coordinators  in  each  office. 

Eligible  Properties 

Eligible  properties  include  residential  properties  with  appraised  values  less  than  or  equal 
to  the  FHA  mortgage  loan  limit  for  the  applicable  county,  subject  to  a  maximum 
statutory  cap  shown  below: 

single  family  and  condominiums  $101,250 

two-family  (duplex)  $114,000 

three-family  $138,000 

four-family  $160,000 

Upon  acquiring  an  eligible  property,  the  FDIC  will  restrict  the  sale  of  qualified 
properties  to  low-  and  moderate-income  buyers  for  180  days.  After  180  days,  properties 
can  be  sold  to  anyone.  Discounts  and  subsidies,  however,  will  still  be  available  to 
qualified  buyers  after  the  180-day  exclusive  marketing  period. 

The  FDIC  notifies  the  appropriate  state  housing  finance  agencies  and  the  Federal  Home 
Loan  Banks  of  the  availability  of  eligible  properties.  These  "clearinghouses"  can 
disseminate  property  information  to  prospective  purchasers.  Also,  recognizing  that  some 
properties  may  tiltimately  sell  for  less  than  appraised  value,  a  number  of  properties  with 
appraised  values  exceeding  the  FHA  limit  (or  statutory  cap),  are  also  included  on 
FDICs  list  of  available  properties. 

Eligible  Purchasers 

The  FDIC  has  a  certification  process  to  identify  qualifying  purchasers.  A  qualified 
purchaser  is  defined  as  a  household  with  an  adjusted  income  less  than  115%  of  the 
median  income,  indexed  on  household  size  and  based  on  the  location  of  the  property. 
Income  qualification  worksheets  can  be  obtained  from  any  FDIC  Affordable  Housing 
Coordinator  or  participating  real  estate  broker. 

Rebates  and  Discounts 

Rebates  and  discounts  will  be  limited  to  10  percent  of  the  purchase  price.  FDIC 
assistance  can  be  used  in  one  or  more  of  the  following  ways: 

Two-to-one  matching  of  down  payment  money.    (For  example,  a  buyer 
who  can  contribute  $1,500  would  be  eligible  for  an  additional  $3,000  from 
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the  FDIC  to  be  applied  to  the  down  payment) 

Maximum  of  $2,000,  not  to  exceed  the  10  percent  limit  on  rebates  and 
discounts,  to  cover  costs  of  rehabilitation. 

Buying  down  mortgage  points  and  covering  closing  costs. 

Covering  costs  for  any  required  buyer  counseling. 

Direct  discounts  on  purchases. 


If  a  property  is  resold  within  one  year,  the  purchaser  is  required  to  remit  75%  of  any 
profit  This  requirement  can  be  waived  in  situations  where  the  purchaser  is  relocated 
as  a  result  of  employment 

Eristinf  Tenanta 

Current  tenants  can  purchase  their  residence  whether  or  not  they  are  income  qualifying. 
Income  qualified  tenants  are  eligible  for  rebates  and  discounts.  All  tenant  sales  have 
the  occupancy  and  profit  recapture  requirements  described  above. 


38 


753 


I 


lO 


s 


o  o  o 


s 


r     5 


b  o  e  o      «: 

8  8 


9  e  o  e 


§ 


^g  ^  i  i  £ 

~    8    si     X 


88    • 


8 


8 


S 


8 


e  o 


§r8  I  §  8is  » 

$8  s  s  g  s- 

s      i  i  i 

gg*     8     2     S     S2 

;2  S     »     8 

tJ'«''    8     8  " 

r 

"8 


(D 

a 

a. 
X 
< 


lU^ 


§ 


I  cwsf*  s:£ 


«  (X  I 


39 


754 


FDIC  AFfOnOABLE  HOUSING  PROGRAM  RSCAL  1903  ANNUAL  BUDGET 
-  AOMINtSTRATIVE  E)9>ENSES  - 


BY  TTPE  OF  EXPENSE 


istOuaner 

2nd  Quarter 

3rd  Quarter 

4rth  Quarter 

Total 

1. 

SALARIES 

$361,048 

$382,675 

$402,986 

$406,986 

$1,553,695 

2. 

TRAINING 

S.400 

11,900 

17,900 

7,900 

43,100 

3. 

CLEARINGHOUSES 

20.450 

20.600 

21,100 

21.100 

83.250 

4. 

RELOCATON 

0 

0 

5.000 

5.000 

10,000 

5. 

TTUVEL 

28.680 

34.735 

31.325 

31.885 

126,625 

6. 

OUTSIDE  SERVICES 

16.000 

16.200 

19,000 

14.000 

65,200 

7. 

SUPPUES  AND  EQUIPMENT 

4.800 

8.283 

7,483 

7,433 

27,999 

8. 

LEGAL  DMSON 

41,025 

41.025 

41.825 

41,025 

164.900 

TOTAL 

$477,403 

$515,418 

$546,619 

$535,329 

$2,074,769 

AMOUNT  REMAINING  FOR  REBATES/DISCOUNTS 
APPROPRIATION 

TOTAL  ADMINISTRATIVE  EXPENSES 
REMAINING  FUNDS  TO  BE  USED  FOR  REBATES/DISCOUNTS  IN  FY  1993 


$5,000,000 

2,074.769 

$2,925,231 
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OFFICE  OF 

INSPECTOR 

GENERAL 


RESOLCnON  TRUST 
CORPORATION 


DATE:  June  3,  1992 

TO:  WiUiam  H.  RoeUe 

Senior  Vice  President  and  Chief  Financial  Officer 
Resolution  Trust  Corporatioa 

J.  Russell  Gierry,  Director 

Office  of  Budget  and  Corporate  Planning 

Federal  Deposit  Insurance  Corporation 

FROM:  Sharon  E.  Vander  Vennet 

Assistant  ^IagK^at  Genenl  for  Audit 

SUBJECT:     FSUC  Resolution  Fund  Fiscal  Year  1993 
ApproprUuion  Request  (A92-017) 


We  have  completed  a  review  of  the  President's  fiscal  year  1993  appropriation 
request  for  the  Federal  Savings  and  Loan  Insurance  Corporatioa  (FSLIQ 
Reaolutiaa  Fund-fcftned  to  as  FRF.  We  performed  our  review  at  the  request 
of  Semor  Baxfaui  Milniliki    Our  objective  was  to  evaluate  the  overall 
leasooabknea  of  the  appropiiatioo  request 

We  otMuned  the  fiscal  year  (FY)  1993  FRF  qipropriatioa  request  included  in 
the  Pmident's  Budget  and  the  explanatocy  notes  that  die  Federal  Deposit 
Inwunce  Cofpaiatioa  (FDIQ  provided  to  the  Subcommittee  on  VA,  HUD, 
and  Independent  Agencies  on  February  20,  1992.  To  meet  our  objective,  we 
conducttd  a  trend  analysis  comparing  the  FY  1993  request  to  prior  year 
budgets  for  FRF,  evaluated  the  reasonableness  of  assumptions  relied  upon  to 
fonmilate  the  request,  and  reviewed  the  Resolution  Trust  Corporatioa's  (RTC) 
progUM  in  lenegoiiating  and  restructuring  FSLIC  attistanfy  agreements.   We 
concennated  our  analysis  on  significant  sources  and  uses  of  fimds.  In 
puticnlar,  we  compared  FDIC's  cost  estimarn  with  RTC's  cost  estimates  for 
FY  1993  FSLIC  atiiBancc  agreement  renegotiations  and  restructurings.   We 
obtained  and  analyzed  supporting  schedules  from  FDIC's  Division  of 
Accounting  and  Corporate  Services  and  RTC's  Division  of  Institution 
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Opentiom  and  Sales.  We  interviewed  and  provided  the  results  of  our  review 
to  penoonel  in  both  of  those  divisions. 

Our  review  was  conducted  during  March  1992  in  accordance  with  generally 
accepted  government  auditing  standards.   The  scope  of  our  review  was  limited 
to  an  analysis  of  budget  figures  and  supporting  documentation,  and  therefore, 
did  not  include  a  review  of  internal  controls  over  FRF.   Further,  our  review 
did  not  address  FRF's  compliance  with  laws  and  regulations.   We  briefed 
Senator  Mikulski's  staff  on  our  results  on  March  27,  1992. 

BACKGROUND 

The  Fmandal  Institutioas  Reform,  Recovery,  and  Enforcement  Act  of  1989 
(FIRREA)  abolished  FSLIC  and  created  FRF.   Under  the  management  of 
FDIC,  FRF  assumed  the  assets  and  liabilities  of  the  former  FSLIC,  including 
assistance  agreement  liabilities. 

FIRREA  required  RTC  to  review  the  1988/89  FSLIC  assistance  agreemena  to 
identify  cost-sivings  opportunities.  On  February  S,  1991,  RTC  approved  a 
'Five  Step  Plan*  dctignwl  to  fiilfill  its  obligation  under  FIRREA  to  reduce  the 
costs  of  the  agieefflents.  In  additioa,  effective  February  10,  1991,  the  staff 
responsible  for  administenng  the  FSLIC  iwiitincr  agreements  were 
tiinsfened  from  FDIC  to  RTC.  FDIC,  however,  retained  custody  and 
remains  the  manager  of  FRF.  In  that  capacity.  FDIC  is  responsible  for 
annually  preparing  and  submittint  FRF  appropriation  requests  to  the  Congress. 
FDIC  is  also  responsible  for  managing  and  liquidating  residual  FSLIC  assets 
not  covesed  by  asastanoe  agreements. 

Both  FDIC  and  RTC  take  actions  wfaicfa  can  affect  an  FRF  appropriation 
requetf.  AUMMgh  FDIC  is  re^onaUe  fior  die  cuattidy  of  and  accounting  for 
FRF.  RTC  is  mpontihki  for  renegotiaiing  and  mtniciuring  the  FSUC 
'—i-—^  agreeneott  Cor  whieh  a  mqority  of  the  FRF  budget  authority  is 
eapended    As  a  remit,  FDIC  and  RTC  must  mainain  close  liaison  to  ensure 
chat  appropriarton  requeas  properly  reflect  actions  takai  and  planned  with 
reprd  to  die  anisanoe  agieements  and  die  expected  costs  and  collections 
with  FDIC's  rote  of  liqoidaiing  residual  FSUC  assets. 


FRF  outlays  can  be  divided  into  two  caiegoriei  bMiHinc  and  discretionary. 
BudiBe  oudaya  would  cower,  for  emnpte,  promisaory  note  principal  and 
iaietea  paymods,  cowered  asset  yield  mainiHianoe  and  loss  guarantees,  and 
oilier outiqn RTC  most  nakeio remaia in compliaaoe  widi oootnctual 
lequiiementi  of  the  *■"•'— ~  ^giwMMwt*    Diicreiioaafy  outlays  are  dioie 
RTC  could  make  to  reduce  FRF  UaWUtiei  or  mlnidmu  atawannr  agreements 
10  ffliniiBiae  die  overall  coiC  of  die  agneaeats  ID  the  govcmineaL  For 
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example,  discretionary  outlays  would  cover  additional  prepayments  on  the  New 
West  Federal  Savings  and  Loan  Association  (FS&LA)  Intercompany  Note  with 
American  Savings  Bank  and  prepayment  of  promissory  notes  held  by 
government-controlled  institutions. 

For  FY  1993,  the  President's  Budget  included  an  appropriation  request  of  $6.8 
billion  for  FRF.   The  appropriation  request  represents  the  difference  between 
FRF's  anticipated  outlays  of  S8.3  billion  and  anticipated  collections  of  Sl.S 
billion  from  FRF  asset  sales.   The  FY  1993  estimated  outlays  primarily  result 
from  assistance  agreement  administration,  restructunngs,  and  settlements. 
Such  outlays  cover  capital  loss  and  yield  maintenance  payments  on  covered 
assets  and  interest  and  principal  payments  on  FSLIC  promissory  notes.   The 
remaining  outlays  are  for  operating  expenses  including  personnel,  travel,  and 
other  services  such  as  legal,  accounting,  and  asset  sales  and  maintenance.   The 
primary  source  of  collections  is  FRF  asset  sales. 

The  FY  1993  appropriation  request  of  S6.8  billion  is  S9. 1  billion  and  S1S.2 
billion  lower  than  funds  appropriated  to  FRF  for  FYs  1992  and  1991, 
respectively.   It  should  also  be  noted  that  the  amount  of  funds  actually  needed 
can  change  as  a  result  of  RTC  renegotiation  and  restructuring  actions  during 
the  remainder  of  FY  1992,  changes  in  RTC's  planned  actions  for  FY  1993, 
and  revised  assumptions  for  interest  rates,  covered  asset  values,  and  asset 
sales. 

RESULTS  IN  BRIEF 

The  FY  1993  FRF  ^)propriation  request  should  be  reduced  because  the  FRF 
budget  included  about  $300  million  in  costs  associated  with  the  First  Gibraltar 
Bank,  Federal  Savings  Bank  (FSB)  assistance  agreement  that  will  not  be 
incurred  because  the  agreement  was  renegodated  in  January  1992.   In  addition, 
estimates  of  FY  1993  outlays  and  collections  used  to  support  the  appropriation 
request  have  changed  since  FDIC  submitted  the  request.   The  overall  impact  of 
eliminating  the  First  Gibraltar  costs  and  changing  estimates  should  be  a 
reduction  in  the  $6.8  billion  i4>propriation  request  of  between  $1.4  billion  and 
S4.6  billion. 

ACCOMPLISHMENTS  FROM  PREVIOUS  FRF  EXPENDITURES 

We  recently  completed  a  survey  of  RTC's  progress  in  renegotiating  and 
restructuring  the  1988/89  FSLIC  assistance  agreements  and  reported  the  results 
in  our  audit  report  entiUed,  RTC's  Pmgress  to  Modify.  Renegotiate,  or 
Restructure  the  1988/89  FSLIC  Assistance  Agreements  (A92-013),  dated 
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March  31,  1992.   Based  on  that  survey  and  our  review  of  the  FY  1993 
appropriation  request,  we  found  that  the  following  has  been  accomplished  from 
FRF  expenditures. 

•  The  total  number  of  FSLIC  assistance  agreements,  which  includes 
the  1988/89  agreements,  has  been  reduced  from  202  as  of 
December  31,  1989,  to  131  as  of  December  31,  1991. 

•  The  outstanding  dollar  amount  of  assistance  agreement  promissory 
notes  has  been  reduced  from  $19.8  billion  as  of  December  31,  1989,  to 
$2.2  billion  as  of  January  31,  1992. 

•  Assistance  agreement  covered  assets  have  been  reduced  from 
$35.9  billion  as  of  December  31,  1989,  to  $14.0  billion  as  of 
December  31.  1991. 

•  FRF  assets  previously  held  by  or  acquired  from  FSUC  receiverships 
have  been  reduced  ftom  $14.4  billion  as  of  E>ecember  31,  1989,  to 
$8.9  billion  as  of  December  31.  1991. 

•  The  balance  of  an  intercompany  note  held  by  New  West  FS&LA  with 
American  Savings  Bank  has  decreased  from  an  original  balance  of  $7.8 
billion  in  1988  to  $6.3  billion  as  of  January  31,  1992,  the  result  of 
about  $1.4  billion  in  prepayments. 

•  RTC  sta^  responsible  for  administering  FSLIC  agreements  have 

-  decreased  ftom  197  as  of  February  1991  to  112  as  of  December  1991. 
Further.  RTC's  estimated  personnel  compensation  costs  for 
administering  assistance  agreements  will  decrease  from  $14.4  million  in 
FY  1992  to  $S.7  million  in  FY  1993.  This  decrease  reflects  the 
reduced  resources  necessary  to  administer  fewer  open  agreements. 

The  total  cost  savings  resulting  from  these  actions  and  selected  other 
renegotiating  and  restructuring  actions  planned  by  RTC  for  calendar  year  1992 
and  subsequent  years  should  be  between  $1.6  billion  and  $3.0  billion  on  a 
present  value  basis.'  The  midpoint  of  this  range  is  $2.3  billion,  which 
slightly  exceeds  the  cost  savings  estimate  of  $2.2  billion  included  in  RTC's 
September  18,  1990,  Report  To  The  Oversight  Board  of  the  Resolution  Trust 


'The  lower  and  of  the  nvtog*  nnge  reproaati  the  mitiiinuiw  stviofs  to  tbe  govenuneoi 
MMmiaf  00  tax  beoefia,  while  Ibe  upper  eod  of  the  nviop  nagt  lepreeeBU  tbe  muimuni 
Hviafi  to  the  govanuBeoi  firoa  (he  etioiiMtioa  of  futuie  tax  beoefit*.  TbMe  tax  beoefiis 
iaelude  the  tax  free  nature  of  FSUC  iwiiraiire  afieemnc  paynaad  made  to  acquiien  ind  the 
pnwntial  for  <lw1iirtin|  loaaaa  oo  covered  anea  that  an  retinbiiiied  by  the  goveroment. 
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Corporation  and  The  Congress  on  the  1988/89  Federal  Savings  and  Loan 
Insurance  Corporation  Assistance  Agreements.^ 

FRF  APPROPRIATION  REQUEST  SHOULD  BE  REDUCED 

The  FY  1993  FRF  a^ipropriation  request  should  be  reduced  because  the  FRF 
budget  included  about  S300  million  in  costs  a««nr^^^tf^1  with  the  First  Gibraltar 
Bank,  FSB  assistance  agreement  that  will  not  be  incurred  because  the 
agreement  was  renegotiated  in  January  1992.  In  addition,  estimates  of  FY 
1993  outiays  and  collections  used  to  sujiport  the  appropriation  request  have 
changed  since  FDIC  submitted  the  request  The  overall  impact  of  eliminating 
the  First  Gibraltar  costs  and  changing  estimates  should  be  a  reduction  in  the 
$6.8  billion  appropriation  request  of  between  $1.4  billion  and  $4.6  billion. 
FDIC  Office  of  Budget  and  Corpcnate  Planning  personnel  told  us  that  they 
were  aware  the  request  rqnesented  the  upper  range  of  possibilities  and  *t^*^ 
that  the  request  would  be  revised  using  up-to-date  infcnmation  before  the 
House  and  Senate  Committees  on  Appropriations  complete  the  annual 
^)propriation  bills.  In  revising  the  appropriation  request,  the  following 
changes  in  outiay  and  odlection  estimatea  and  RTC's  planned  actions  for  FY 
1993  should  be  taken  into  consideration. 

•         The  FRF  budget  included  costs  atwiciated  with  the  First  Gibraltar 
Bank,  FSB  that  will  not  be  incurred  because  RTC  renegotiated  the 
agreement  in  January  1992.  As  a  result  of  its  renegotiation,  RTC  paid 
off  the  approximate  $3.2  billion  balance  of  promissory  notes  held  by 
First  Gibraltar  under  its  FSUC  atti  stance  agreement  However,  the 
FRF  FY  1993  budget  includes  $194  miUion  for  planned  prqnyments  of 
those  notes  and  $105  million  for  interest  payments.  These  outlays  will 
not  be  necessary.  Thenfore,  baseline  outlays  should  decrease  by  $299 


The  FRF  budget  included  $S.O  biUion  for  prepaying  the  New  West 
FS&IA  ImereooqMny  Note  in  full  during  FY  1993.  However, 
siqipocting  documentation  we  reviewed  did  not  provide  sufficient 
evidence  that  RTC  would  be  successful  in  renegotiating  the  agreement 
to  allow  full  prqwyment  during  FY  1993.  The  note  can  either  be 
prepaid  in  increments  or  paid  in  one  lump  sum  in  1998.  Therefore,  no 
baseline  funding  is  required  and  baseline  outlays  shouM  decrease  by 


*Thi«  npoit  idatUiad  wvwil  poimlial  ooK-wviap  <nn)<miiiiitiw  from  nodifyiaf, 

biUioa  in  eort  avMii  eoald  b*  achwvad  fro*  te  pnpqrvMt  of  praaiMOiT  MtM  nd  ite 
Willi  dow  of  oovwid  MMM.  RTC*  ftibimtf  1991  Fiva  SMp  Pla  «m  faMid.  ia  pan,  on  dM 

ItpOCt  t  I 
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SS.O  billion.  The  maximum  allowed  to  prepay  during  FY  1993,  or 
discretionary  outlays  needed,  is  S1.S6  billion.   The  total  estimated 
present  value  savings  ^m  making  maximum  prepayments  through 
199S  is  S490  million  to  $630  million. 

•  The  FRF  budget  included  $250  million  for  RTC  to  settle  agreements 
with  government-controlled  institutions.   However,  RTC's  revised  cost 
estimates  differ  from  the  earlier  budget  estimates.   We  could  not 
determine  the  basis  for  the  estimate  in  the  FRF  budget.   On  the  other 
hand,  RTC's  estimate  is  based  on  plans  to  settle  four  agreements. 
Specifically,  RTC  plans  to  settle  four  larger  agreements  with 
government-controlled  institutions  during  FY  1992  by  issuing  FRF 
promissory  notes  to  the  institutions  for  the  estimated  present  value  of 
the  agreements,  each  of  which  exceeds  $100  million.    RTC  estimates 
that  the  minimum,  or  baseline,  amount  required  in  FY  1993  to  make 
principal  and  interest  payments  on  the  notes  is  $503  million. 
Therefore,  baseline  outlays  should  increase  by  $255  million.   Further, 
RTC  estimates  that  the  discretionary  outlay  needed  to  pay  off  all  of  the 
notes  during  FY  1993  is  $1.59  billion.' 

•  FRF  budget  estimates  for  assistance  agreement  administration  and  note 
payments  were  a  net  $47  million  higher  than  RTC's  revised  estimates. 
We  believe  that  the  RTC  estimate  should  be  used.  Therefore,  baseline 
outlays  should  decrease  by  that  amount. 

•  Expected  recoveries  from  asset  sales  have  been  revised  from  $1.5 
billion  to  $1.0  billion.  Therefore,  expected  collections  should  decrease 
by  $500  million. 

The  effect  of  the  changes  on  FRF's  appropriation  request  is  shown  in 
Table  1,  as  follows. 


Thtn  m  oo  avinp  to  the  govemmeat  fron  prepaying  the  prooiistory  oo««  becuise  ihey  are 
•neti  of  RTC  ud  liabUitiM  of  FRF.  However,  the  recult  of  prepayug  them  li  t  reductioa  of 
FRF  liabiiitiet  and  RTC  astea-aa  important  objective. 
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Table  1 :  Effect  of  Changes  on  FRF  FY  1 993  Appropriation  Request 
(dollars  in  billions) 


^HEgBK:ription 

President's 
Budget 

Revised 
Baseline 

Revised 
Orscretlonary 

Expected 
Outlays 

$8.3 

$3.2 

$6.4 

Expected 
Collections 

$1,5 

$1,0 

$10 

Appropriation 

$6.8 

$2.2 

$5.4 

Difference 

($4.6) 

iiL4i 

Appendices  I  and  11  show,  in  detail,  the  effect  the  above  changes  have  on  the 
FY  1993  appropriation  request  and  revised  FY  1993  FRF  outlays, 
respectively. 

CONCLUSION  AND  RECOMMENDATIONS 

The  FY  1993  FRF  appropriation  request  is  significantly  less  than  prior  fiscal 
years.   This  decrease  primarily  reflects  the  reduction  in  the  number  of  FSLIC 
assistance  agreements  and  assets  covered  by  those  agreements.   However,  we 
believe  the  request  should  decrease  fiirther  based  on  RTC's  renegotiation 
progress  in  FY  1992  and  FDIC  and  RTC  revised  cost  estimates  and 
assumptions.    Therefore,  we  recommend  that  FDIC's  Director,  Office  of 
Budget  and  Corporate  Planning,  in  coordination  with  RTC's  Senior  Vice 
President  and  Chief  Financial  Officer,  take  the  following  actions: 

(1)  Reduce  the  FY  1993  FRF  appropriation  request  by  approximately  S300 
million  because  outlays  for  promissory  note  prepayments  and  interest 
payments  associated  with  the  First  Gibraltar  Bank,  FSB  assistance 
agreement  will  not  be  necessary. 

(2)  Revise  the  FY  1993  FRF  appropriation  request  to  reflect  RTC's  current 
FY  1993  plans  for  the  New  West  FS&LA  Intercompany  Note.  Tlie 
appropriation  request  should  not  include  the  total  amount  needed, 
approximately  S3  billion,  to  prepay  the  note  in  full.    Rather,  it  should 
include  no  more  than  the  maximum  allowable  prepayment,  or  $1.56 
billion.   Because  of  the  cost  savings  that  would  result  from  making  that 
prepayment,  we  believe  that  the  full  $1.S6  billion  should  be  requested. 
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(3)       Request  fitftlier  diacntioiiafy  fiindiiif ,  in  pn««i<^ti^r  tfatt  which  could  be 
used  fw  ptepeyifig  promissory  notes  held  by  goverament-controUed 
institutions,  based  on  RTC's  Division  of  Institution  Operations  and 
Sales'  most  cunent  plans  for  FY  1993  actions  atsociated  wadi  the 
assistuoe  agreements. 

CORPORATION  COMMENTS  AND  OIQ  EVALUATION 

On  May  28,  1992,  FDIC's  Director,  Office  of  Budget  and  Corporate  Planning, 
provided  us  a  response  to  a  draft  of  this  report  In  his  response,  the  Director 
indicated  that  our  repmt  conecdy  identifies  severd  changes  to  FRF  FY  1993 
coK  estimates.  The  Director  also  stated  that  FDIC  will  provide  the  applicable 
congressional  committees  with  a  revised  estimate  of  FY  1993  sources  and  uses 
of  FRF  funding  before  their  'mark-up*  sessions. 

However,  with  respea  to  FY  1993  funding  for  the  New  West  Intercompany 
Note,  the  Director  stated  that  reducing  the  funding  to  the  maximum  allowable 
prepayment  under  current  contractual  terms  is  premature.  He  refiened  to  a 
memorandum  sent  to  him  by  RTC's  Senior  Vice  Prcadent  and  Chief  Financial 
Officer  on  May  26,  1992.  The  memorandum,  prepared  in  response  to  a  draft 
of  this  report,  stated  that  negotiations  with  the  aoquiren  of  New  West  are 
presendy  ongoing.  The  Senior  Vice  President  stated  that,  if  the  negotiations 
are  successfiil,  FRF  could  use  the  full  $5.0  billion  included  in  the  FRF  FY 
1993  budget  request 

Tite  Inspector  General  Act  of  1978,  as  amended,  requires  us  to  report  on  the 
status  ci  managemeiu  decisions  on  our  reoommndations  in  our  semiannual 
repoits  to  the  Congress.  The  term  'management  decision'  refers  to 
management's  evaluatioa  of  the  findings  and  recommendations  included  in  an 
audit  report  and  the  issuance  of  a  written  response  that  deacribes 

specific  conective  actions  already  taken, 

oonedive  actions  to  be  taken  together  widi  the  expected  completion 
dates  for  their  implementation, 

documentation  that  will  confirm  the  oompletioo  of  conective  actions, 

management's  opinion  on  monetary  benefits  included  in  die  rqxnt,  and 

the  reasons  why  a  particular  recommendation  is  not  considered  valid. 
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The  Director's  response  is  presented  as  Appendix  m  to  this  report.  We  agree 
with  FDIC's  plan  to  submit  revised  cost  estimates  to  the  congressional 
committees  at  'mark-up.* 

However,  we  will  need  more  information  describing  FDIC's  management 
decisions.   In  particular,  we  will  need  documentation  evidencing  that  FDIC  (1) 
reduced  its  FRF  appropriation  request  by  S300  million  due  to  the  conclusion  of 
the  First  Gibraltar  agreement,  (2)  revised  its  request  to  reflect  the  current 
status  of  RTC's  negotiations  with  New  West  and,  if  negotiations  are  ongoing 
at  'mark-up,'  documentation  of  such  negotiations,  and  (3)  revised  its  request 
to  reflect  RTC's  most  current  plans  for  prqaying  notes  held  by  government- 
controlled  institutions. 

Further,  we  will  need  management's  opinion  on  the  monetary  benefits  included 
in  the  rqwrt  Those  monetary  benefits  will  be  the  total  reduction  in  the  FRF 
appropriation  request  resulting  firom  our  recommendations  and  will  be 
categorized  in  our  semiannual  report  to  the  Congress  as  'funds  put  to  better 
use.*  To  ensure  that  we  can  respond  to  our  rqxHting  requirement,  we  request 
that  the  audit  liaison  provide  this  informatioo  on  the  management  decisions 
within  60  days  after  the  date  of  this  rqwrt. 
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APPENDIX  I 

RESTATEMENT  OF  THE  FY  1993  FRF 
APPROPRIATION  REQUEST 

(inMiions) 

Amount  Awoun^ 

FY  1993  FRF  APPROPRIATION  REQUEST  PER  THE 

PRESIOENrS  BUDGET  $6. 80 

Adjustments  to  Baseline  Outleyt: 

First  Gibraltar  Bank.  FSB  (0.30) 

New  West  FS&LA  Intercompany  Note  (4.99) 

Principai  and  Interest  on  Notes  Held  by 

Govemment-ContfoNed  Institutions  0.26 

Assistance  Agreement  Administration 

and  Notes  <0.0S) 

Total  Adiustmenu  to  Baseline  Outlays  (5.08) 

Ai^stments  to  CoUecbons  2^22 

REVISS)BASEUNE  FRF  APPROPRIATION  RECWEST  222 

Adjustments  to  Discretionary  Outlay*: 

New  West  FSALAInieroompanyNoM  i  S6 

frepey  iiuiea  neio  sy  uownmeni^^wraniHSB 

Instituttone  *•" 

Total  AdMsanams  10  OfteraMOMfyOuOayt  111 

REVISED  OtSCRCnONARV  FRF  APPROPRIATION  REQUEST  SS.37 


asetM8icii».iMl. 
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APFENDOC  n 


FY   1993  FSUC  RESOLUTION  FUND 
REVISED  ESTIMATED  OUTLAYS 

(in  billions) 


$0,250* 

No<«  $0  266* 

Ptymtntt     Not* 
Interest 


$0,300 

Administrative 

Expenses 


$1,589 

Prepay  ^4otes  HeM  by 

Qovemment-ControMed 

Institutions 


$0,505 

Principal  and  Interest 

on  Notes  Held  by 

Qovemment-Controlled 

Institutions 


Administration 


Total 


$3,244 
$8.30$ 


I       I  «  Baseline  Outlays 

■  Oiacretionary  Outlays 


SOUTMC   fSUC 


Fund 
OMilenaf 


M  or  Itarah  20.  ISaS.  prapvad  by  ttw  RMOUten  TniM 


veadMMtarSIM 
HvMl  li  adluMad  tar  t108  ffiHen  In 

•  rMul  of  ranagoMtani  during  Jmaiy  1 


tarttw  pfapaymanl  cf  nolaa  haid  ^rwtt 
anonaouilylndudadenmaaanaiaa.  Tha 
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FOIC 


^■*  •*  »»•••■  »*<  C :  3c-«i*  »«»-  « 


N«y  It,    itti 


HIMORAMOUN  TO:    Shtren  I.    v«nd«r  V«nn«« 

*«*k«t*nt   In(p*et«r  e«n«r«l   for  Au41t 
Raaelutlen  Trust  Cer|(ar«tlM 


rnoNi 


SUVtCTi 


J.   RutMll  ekarry 
Offle*  af  ludfat 


,   01r»otoriL//, 
•n<  Ca^wJtku  ritnniii 


rsLic  ■•••iwtiMi  fun*  (rari  n  i««i 


■Mk  tha  reie  aM  tTC  lu««  r««l«»««  tka  «ra(t  ripart  wi  tha  aukjaet 
ra^uaat.     Tha  irrc'a  aaaa  a*  uia  suk)aet  la  «ttiflia<. 

nirlitf  tha  •pproyrtetlana  haarlnfa,  Otatraa*  Ttylar  atrt«sa«  tha 
valatlla  natura  a(  tha  rU.  tn  raca«nitiati  a(  that  valattllty  tha 
roiC  Sfraa4  ta  pra«l4a  tha  •pftteakla  can«raaala«ial  eaaatttaaa  with 
uH*«a«  mr  aattaataa  pwfr  t*  thalr  ••ark-«t*  aaaataita.  TIM 
orriea  aC  Ua^isUtlva  Affatra  ta  tlaaaty  aanltarlitf  tha 
con«raaalanal  ealan4ar  ta  anaura  «•  aaat  that  caaait 


*a  your  rapart  earraetly  14antlfl««.  aavaral  chanfaa  ta  tha 
•atlaata  ha«a  alraa4y  acaurrad.  aawavar,  vith  raayaat  ta  tha  tt 
kllllaa  far  tvntiit^  tha  Kav  «aat  aata  ptiptfrntM,  t  kallava  that 
any  au«faatlaa  ta  ra4iMa  mi  fundlaf  ta  tha  aaalaas  alla««4  hy 
oirraM  cantraetaal  taraa  la  praaatara.  ta  thai*  aaaa  tha  RTC 
aakaa  a  atraitf  eaaa  ta  rataU  Ita  flaalfetllty  aa  thla  Itaa.  I 
•vpyart  thatr  paaitiaa. 

At  tha  ur4  4r  yawr  draft  rafart  y<ia  raeaaaaa^  that  I,  la 
eaar«taKtl-ja  «ith  tha  nc.  taha  thraa  aaaarata  aatlaaa.  Thaaa,  la 
aaaMty.  vaal«  aa  ta  (11  ritaaa  tha  rar  ra^aaat  hy  tIM  allllaa  «aa 
ta  UM  aaaalaataa  a(  tlm  •thraltav  tnaaaaUaaB.  (t)  ratfaaa  tha 
ruaiH  »y  0.4«  hllllaa  ta  radaa*  tka  aaiiaal  taraa  af  tha  Ma 
«iaa«  nata  aa«  O)  rmiaat  aMUlaaal  <taaialtaa»iT  foMta*  U  artfar 
ta  prapay  aacaa  hal<  ky  fa«anaaa«  eaaualla*  Inatttutlana. 
>taca<»r»ily.  It  ta  Inapyraprtata  ta  taittata  aaah  faiaal  ra^vaata 
at  thla  paint  la  tha  mi  appraprlatlaaa  cyala.  Hawavar.  aa 
ChalraaM  Taylar  Intfteatad  ta  tha  aaaslttaaa.  «a  vtll  pravlte  a 
ravlaaA  aatiaata  a(  mi  aaaraaa  and  aaaa  •t  nr  tvatlitf  prtar  ta 
tha  apyliaahla  ■nark-up*  aaaatana.  «a  will  wark  elaaaly  with  tha 
WtC,  am  »mt  tha  rraaaaiv  In  praparln«  thaaa  aatlaataa  and  «a  faal 
that  aaMi  aatlaaa  aca  aatflelaat  la  aaat  It  aar  aaaaltaaata  ta  tha 
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t   trust  this   raaponsa   t(   ■•ttic«etarr  «•  r*«  •"<  tMt   it  •luwara 

yoyr  quaatlona.       riaaaa   faal    rraa   ta  eafitaet  aa   iC    I   can   ba   af 

furtJiar  •■aiatanea. 


Cnetaaura 

eei  Oiairaan  Taylar 
Jaha  P.  •ovanat 
Stantay  J.  Mlinf 
williaa  a.  Raalla 
tavla  Mrlfkt 
ftllea  CDB<«aa 
Carry  ttantan 
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twoMtew  BuK  C«i0omHoa 


•*y  it.  im 

NtMUUMOUM  TDi   J.    RusMll  Chariy  .^  ?  **     ■  -* 

Otraetar  O  -  S     r-«« 

roie,  offiea  •(  tu^fM  /  ::i         a 

»nt  Coryar***  Man-'-'' 


^  ^ 


Nllllas 

Saniar  viea 

Cklaf  riMnetal  Ottleut 

SUWtCTt  MsyonM  ta  m  0X0  Draft  lapart 

rtue  Kaaatvttaii  rwiO  n  l*tl  A^ravrtatlaa 
Ba^uaat 

TIM  me  tea  ravtawaO  «ka  4ntt  rapart  pripiraO  fev  «»•  nc'a 
Of  flea  a(  Tnapaaxar  OaMral  a*  um  rauc  aaaalatla*  PunO  riacat 
Tear  IMI  appratvlatlan  ra^uaa*.     Mltk  Um  aaaaptiaa  a(  um 
•0)uataa«ta  aaOa  ta  Um  aptrafrlatlan  ra^oaat  far  nc'a  rr  (1 
ptaaa  fa*  UM  Mv  vaat  rstlA  m»arcna»i«r  aaca.  Um  >TC  haa  na 
en— lata  m  Um  (IMlnfa  laalaOad  la  Ua  «ra(t  rayart. 

■aoatOlaf  Um  bow  Maat  ratu  latarnapiay  Mta,  Um  teaft  rapart 
atataAi 

•Um  nv  riii<|H  tiieia4a4  M.O  ktlllaa  far  prapaytiif  UM  «a« 
waat  rati*  imaraaapaay  nata  la  fall  *tfla«  PT  IMl. 
■aaaiai.  aapfartt^f  4a«aMatatlaM  «a  ra*la«a«  UMlaataO  that 
m  «aaa  ••«  ai^aat  ta  ba  afela  ta  ranafatiata  t*a  aptaaaaat 
to  allaw  tmll  nniyiai  Owtiif  r*  ittl.    Um  aata  caa 
altfea*  ka  pnpiK  U  lainoiata  ar  paM  ia  atM  !«■»  aaa  la 
IMO.    1kaf«fat«,  aa  baaatlaa  fwMtiM  la  ra«iira«  aaO 
>aaalloa  oMlayo  abaaio  Oaaraaii  ky  it.O  ktlliaa.     ita 
■ill—  allavaO  ta  prapay  *trla«  PT  1M3,  ar  Olaaratlaaary 
aatiayo  aaa^art,  la  tl.M  »lllla«.    TIM  tatal  aatlaatao 
pcaaaa*  valoo  aavlaaa  fraa  aaUaf  prapayaaata  tteaafO  itt* 
la  MM  olUlaM  ta  U30  ■llllaa.* 

Tka  nc  kallavaa  that  Um  eanalaalaaa  Oraim  a«a  aa«  aappartaala 
at  tUo  tlaa.     ■apattatlaaa  »ltk  UM  ae«ilraffo  mt  Mv  Oaat  fsaiA 
ato.aaaaaaUy  aafataf.     ona  af  tka  aaalataaaa  apraaaaa* 
pa«»lataao  feat««  waoatlata*  la  aaaalarataO  paapayat  rlfkta.     It 
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Monday,  May  3,  1993. 

OFFICE  OF  THE  INSPECTOR  GENERAL 
WITNESSES 

JOHN  J.  ADAIR,  INSPECTOR  GENERAL,  RESOLUTION  TRUST  CORPORA- 
TION 

REX  A.  SIMMONS,  ASSISTANT  INSPECTOR  GENERAL  FOR  POLICY,  PLAN- 
NING AND  RESOURCES 

INTRODUCTION  OF  RTC — INSPECTOR  GENERAL 

Mr.  Stokes.  At  this  time  I  would  like  to  welcome  Mr.  John  J. 
Adair,  Inspector  General  of  the  Resolution  Trust  Corporation. 

Mr.  Adair,  would  you  like  to  intioduce  your  associates. 

Mr.  Adair.  I  have  with  me  Mr.  Rex  Simmons,  Assistant  Inspec- 
tor General  for  Policy,  Planning  and  Resources  in  my  office. 

Mr.  Stokes.  Inspector  General  of  the  Resolution  Trust  Corpora- 
tion requests  $34,582,000  and  307  FTE  for  fiscal  year  1994.  This 
represents  a  $1,072,000  increase  in  appropriation  and  5  FTE  de- 
crease in  staff. 

Mr.  Adair,  at  this  time  we  will  place  your  entire  statement  in 
the  record  and  you  may  proceed  in  any  way. 

Opening  Remarks 

Mr.  Adair.  Thank  you,  Mr.  Chairman,  and  I  will  summarize  this 
in  less  than  five  minutes  if  you  will  bear  with  me. 

Mr.  Stokes.  Sure,  take  your  time. 

Mr.  Adair.  I  think  that  everyone  is  aware  that  the  administra- 
tion has  requested  $42  billion  to  complete  the  cleanup  and  provide 
funds  for  the  Savings  Association  Insurance  Fund.  I  am  sure  every- 
one knows  that  RTC  has  been  besieged  with  costly  mistakes  and 
lapses  in  internal  controls  over  its  lifetime. 

Treasury  Secretary  Bentsen,  of  course,  chairs  the  Oversight 
Board  and  is  taking  much-needed  steps  in  bringing  about  changes 
in  RTC's  operation.  My  testimony  lists  nine  reforms  that  he  has 
proposed  including  strengthening  internal  controls,  coming  up  with 
a  comprehensive  business  plan  for  selling  assets,  expanding  oppor- 
tunities for  minorities  and  women,  and  expanding  contracting  sys- 
tems and  oversight. 

Many  of  these  measures  that  he  is  proposing  specifically  address 
problems  that  have  been  identified  by  the  Office  of  Inspector  Gen- 
eral. We  have  been  saying  since  our  creation  that  there  are  three 
major  high  risk  areas  within  the  RTC  and  they  are  contracting, 
asset  management  sales,  and  information  systems. 

In  the  contracting  area,  you  may  have  seen  in  the  "Washington 
Post"  two  consecutive  Saturdays  in  February,  discussion  of  a  review 
we  did  involving  Price  Waterhouse  and  Home  Fed.  It  involved  a 
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contract  in  which  RTC  paid  about  $7  million  or  67  cents  a  page  for 
labor  only  for  Price  Waterhouse  to  perform  essentially  photocopy- 
ing services. 

Before  that,  we  had  reported  another  contracting  fiasco  known 
as  Western  Storm.  It  was  a  project  involving  8  months  of  work  and 
almost  $24  million  in  contractor  costs.  We  reported  that  RTC  was 
not  assured  of  an  appropriate  accounting  of  institutional  assets  and 
they  overpaid  between  $3.8  million  and  $6  million  more  than  neces- 
sary for  that  contract. 

In  the  area  of  asset  management  and  sales,  we  have  seen  a 
number  of  problems;  a  disturbing  trend  of  problems  actually.  RTC's 
Tampa  office  couldn't  account  for  $12.4  million  in  income  for  the 
sale  of  RTC  properties.  RTC  had  to  hire  a  contractor  just  to  find 
the  money  and  $2  million  has  still  not  been  accounted  for. 

We  noted  that  some  contractors  involved  in  selling  RTC  assets 
were  holding  money  in  bank  accounts  after  selling  the  assets.  We 
found  $101,000  in  one  such  account  and  believe  that  there  are 
many  others  that  need  to  be  brought  back  into  the  RTC. 

I  noted  that  RTC's  coastal  office  will  have  to  pay  $1.8  million  in 
disposition  fees  to  asset  managers  for  assets  they  didn't  even  sell. 
These  examples  from  our  audits  in  the  past  year  illustrate  the  con- 
tinuing internal  control  problems  and  systemic  weaknesses  leaving 
RTC  vulnerable  to  fraud,  waste  and  abuse. 

We  are  involved  in  a  number  of  criminal  investigations — and  I 
won't  go  through  all,  but  in  one  we  noted  two  contractor  employees 
at  a  receivership  in  Texas  had  diverted  half  a  million  dollars  from 
a  bankruptcy  settlement.  They  did  it  in  a  simple  manner.  Checks 
came  in  for  $500,000  and  they  simply  put  the  checks  in  a  drawer  to 
see  if  anybody  missed  them.  When  nobody  missed  them,  they  put 
them  in  a  bank.  Then  they  went  out  and  bought  gold,  and  that  is 
where  the  problems  started  to  occur,  because  when  the  salesman 
tried  to  contact  them,  he  was  unable  to  come  up  with  an  address. 
He  contacted  the  bank  and  they  contacted  us. 

These  people  are  now  serving  jail  time.  Just  an  example  of  lax 
controls  that  allow  the  taxpayer's  money  to  be  wasted. 

We  agree  that  completing  the  process  of  cleaning  up  the  savings 
and  loan  debacle  should  be  done  as  soon  as  possible,  but  not  at  the 
cost  of  receiving  lower  prices  for  assets  or  paying  higher  than  nec- 
essary costs  for  selling  these  assets. 

We  also  note  RTC  spent  $500  million  on  systems  initiatives,  but 
it  still  doesn't  have  the  systems  that  it  needs  to  support  its  basic 
mission  of  managing  and  selling  assets. 

OIG  ACCOMPUSHMENTS 

Skipping  to  the  fiscal  year  1992  and  1993  accomplishments  of  our 
office,  we  have  doubled  our  staff  from  150  to  approximately  300, 
which  unfortunately  is  somewhat  short  of  the  356  staff  we  would 
have  liked  to  have  hired  at  this  point.  This  is  due  in  large  part  to 
our  temporary  existence  and  a  change  in  the  corporation's  hiring 
policies  to  limit  it  to  term  appointments.  So  we  are  sort  of  treading 
water  at  the  300  level. 

We  lose  a  few  and  gain  a  few,  but  we  haven't  been  able  to  get  up 
to  the  350  level. 
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We  did  have  a  substantial  impact  on  the  RTC  operations  result- 
ing in  significant  savings  and  detection  of  fraud,  waste  and  abuse. 
Over  $4  billion  was  reduced  from  the  FSLIC  Resolution  Fund  ap- 
propriation for  1993.  And  there  are  other  savings  and  criminal  in- 
vestigations that  have  led  to  charges  against  70  individuals  and 
businesses;  58  convictions,  12  awaiting  court  action,  and  other  fines 
and  collections. 

FY  1994  BUDGET  REQUEST 

If  I  could  just  conclude,  I  would  say  that  we  are  requesting  $34.6 
million  and  307  equivalent  positions.  This  is  an  increase  of  a  little 
over  one  million  dollars  primarily  for  inflationary  adjustments. 
Our  request  includes  $5  million  for  contracting  services  to  contract 
with  public  accounting  firms  to  assist  in  our  audits  of  RTC  contrac- 
tors. This  gives  us  more  flexibility  to  perform  our  work. 

Hiring  staff  has  become  increasingly  difficult  in  view  of  RTC's 
temporary  existence  and  personnel  policies  and  we  are  trying  to 
supplement  our  hiring  with  the  contracting  initiative.  RTC  re- 
mains highly  susceptible  to  fraud,  waste,  abuse,  and  mismanage- 
ment for  many  reasons,  primarily  the  large  sums  of  money  in- 
volved and  the  extensive  contracting  that  is  going  on.  I  believe  we 
have  demonstrated  the  soundness  of  this  committee's  past  invest- 
ment in  our  office  and  we  look  forward  to  your  continued  support. 

That  concludes  my  testimony,  sir. 

Mr.  Stokes.  Thank  you.  Thank  you  very  much,  Mr.  Adair. 

[The  information  follows:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  your  invitation  to  be  here  today  to  discuss  the  fiscal  year  1994  budget  request 
for  the  Office  of  Inspector  General  of  the  Resolution  Trust  Corporation  (RTC). 

OVERVIEW  OF  RTC  OPERATIONS 

In  preface  to  my  remarks  here  today,  let  me  assure  you  that  my  office  appreciates  the 
enormous  challenges  the  RTC  has  faced  since  its  inception.   RTC  has  been  charged  with 
resolving  the  unprecedented  savings  and  loan  crisis-perhaps  the  worst  financial  crisis  this 
country  has  encountered.    Controlling  and  stabilizing  more  than  700  financial  institutions  in 
such  a  short  period  has  been  difficult.   RTC  had  to  quickly  hire  thousands  of  personnel, 
develop  policies  and  procedures,  and  implement  information  systems.   To  its  credit,  RTC  has 
protected  almost  22  million  deposit  accounts,  closed  650  insolvent  savings  and  loans,  taken 
possession  of  $438  billion  in  assets,  and  sold  or  collected  on  $337  billion  of  that  amount. 
Still  remaining  is  the  resolution  of  at  least  100  additional  thrifts  and  disposition  of  about  $100 
billion  of  mostly  hard-to-sell  assets. 

Notwithstanding  these  accomplishments,  RTC  has  been  besieged  with  costly  mistakes  and 
lapses  in  internal  controls.   Treasury  Secretary  Bentsen,  who  chairs  the  Thrift  Depositor 
Protection  Oversight  Board,  is  taking  much  needed  steps  to  bring  about  changes  in  RTC's 
operations.    Changes  being  planned  include: 
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•  strengthening  internal  controls  against  fraud,  waste,  and  abuse; 

•  correcting  problems  flagged  by  auditors; 

•  preparing  a  comprehensive  business  plan  for  selling  remaining 
assets; 

•  expanding  opportunities  for  minorities  and  women; 

•  improving  the  organization  and  staffing  of  the  Professional 
Liability  Section; 

•  improving  management  information  systems; 

•  strengthening  contracting  systems  and  oversight; 

•  appointing  a  chief  financial  officer  who  does  not  have  other 
operating  responsibilities;  and 

•  establishing  an  audit  committee. 

any  of  these  measures  specifically  address  problems  identified  by  the  Office  of  Inspector 
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General  since  our  inception  three  years  ago. 

HIGH  RISK  AREAS  CONTINUE  GETTING  IG  PRIORITY 

The  Office  of  Inspector  General  has  always  focused  the  majority  of  its  resources  on  those   .. 
aspects  of  RTC  operations  that  pose  the  highest  risk  of  fraud,  waste,  and  mismanagement.  „ 
The  three  areas  that  continuously  have  been  at  greatest  risk  have  been  (1)  contracting, 
(2)  asset  management  and  sales,  and  (3)  information  systems.    We  have  been  reporting  on 
these  vulnerabilities  from  the  outset  through  a  program  of  audits  of  RTC  activities  and         >  r 
investigations  of  alleged  wrongdoing  and  irregularities,  briefings  of  RTC  officials  and  the 
Oversight  Board,  semiannual  reports  to  Congress,  and  testimony  before  Congressional 
committees. 

Contracting 

Consistent  with  its  originating  legislation,  RTC  relies  on  contractors  for  many  of  its 
activities.   Over  100,000  contracts  have  been  issued  with  fees  reaching  over  $3  billion.    In 
addition,  RTC  has  spent  hundreds  of  millions  of  dollars  for  outside  legal  services.   Though 
necessary,  the  extensive  use  of  the  private  sector  exposes  RTC  to  excessive  costs  and  abuse. 

Recently,  I  testified  about  the  costly  Price  Waterhouse/Homefed  contract  in  which  the 
corporation  paid  almost  $7  million,  or  67  cents  per  page  for  labor  only,  for  an  accounting 
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film  to  perform  what  are  essentially  photocx>pying  services.   Before  that,  we  reported  on 
another  contracting  fiasco  to  have  a  firm  reconcile  accounts  of  insolvent  institution  assets. 
After  8  months  of  work  and  almost  $24  million  in  contractor  costs,  RTC  still  was  not 
assured  that  an  accurate  accounting  of  institution  assets  had  been  completed  by  the 
contractor.   Moreover,  as  we  learned  through  our  review,  because  RTC  inadequately 
planned,  awarded,  and  managed  this  contract,  the  corporation  paid  between  $3.8  million  and 
$6  million  more  than  was  necessary  to  have  the  accounting  performed. 

We  are  also  engaged  in  a  number  of  reviews  of  legal  fees  charged  by  outside  counsel.    For 
example,  we  questioned  $272,000  in  claims  for  fees  and  expenses  submitted  by  a  major  firm 
rq)resenting  RTC/FDIC  in  its  case  against  Drexel  Bumham  Lambert  Group  and  Michael 
Milken. 

Our  investigations  have  also  revealed  a  substantial  amount  of  criminal  activity  by  contractors 
or  their  personnel.   For  example,  two  contract  employees  were  charged  with  stealing  over 
6,500  money  orders  fit>m  an  RTC  controlled  institution,  potentially  worth  more  than  $6 
million.   In  another  case,  a  contractor  employee  stole  Knigerrands,  U.S.  silver  dollars,  and 
U.S.  coin  proof  sets  from  an  RTC  office  because  the  contractor  failed  to  secure  this 
collateral. 

Susceptibility  to  contractor  fraud,  waste,  and  mismanagement  is  unfortunately  an  age-old 
story  for  the  government.   The  risk  is  particularly  high  because  of  the  necessity  of  RTC 
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relying  on  contractors  to  perform  much  of  its  mission.   The  Office  of  Insf)ector  General  will 
remain  vigilant  against  these  abuses  and  strive  to  ensure  that  RTC  implements  and  follows 
internal  controls  to  prevent  or  detect  as  many  problems  as  possible. 

Asset  Management  and  Sales 

No  private  or  government  entity  has  ever  been  faced  with  the  magnitude  or  complexity  of 
managing  and  selling  a  portfolio  of  assets  as  large  and  diverse  as  RTC's.    RTC  cash 
management  and  cost  controls  are  vitally  important  in  this  area.    Unfortunately,  we  have 
seen  a  disturbing  trend  of  problems.   Some  examples  follow: 


• 


• 


RTC's  Tampa  office  could  not  account  for  approximately  $12.4 
million  of  income  from  the  sale  of  90  real  estate  properties. 
RTC  had  to  hire  a  contractor  to  perform  extensive  research  just 
to  find  the  money.   All  but  about  $2  million  has  now  been 
accounted  for. 

Until  February  1993,  a  contractor  had  $101,000  in  bank 
accounts  for  three  RTC  properties  even  though  RTC  had  sold 
the  properties  in  September  1991,  March  1992,  and  August 
1992. 
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•  Developers  of  another  RTC  owned  property  failed  to  remit  over 
$2  niillion  in  revenues. 

•  RTC's  Coastal  Office  has  paid  or  will  have  to  pay  about  $1.8 
million  in  disposition  fees  to  asset  managers  for  assets  that  they 
didn't  even  sell. 

These  examples  from  our  audits  in  the  past  year  illustrate  the  continuing  internal  control 
problems  and  systemic  weaknesses  that  leave  the  corporation  vulnerable  to  fraud,  waste,  and 
abuse.   Recent  criminal  investigations  have  found  instances  of: 

•  Individuals  offering  bribes  to  RTC  officials,  one  involving  an 
offer  of  $1  million  to  purchase  an  asset  and  another  involving 
payment  of  cash  to  reduce  a  debt. 

•  Strawbuyers  purchasing  RTC  affordable  housing. 

•  Property  managers  submitting  false  bills  and  withholding 
receipts  due  to  RTC. 

•  Two  contractor  employees  at  a  receivership  diverting  $500,000 
due  to  RTC  from  a  bankruptcy  settlement  to  their  own  accounts. 
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We  plan  to  maintain  our  oversight  of  the  asset  management  and  sales  programs.    In 
particular,  we  want  to  ensure  that  RTC  fulfills  its  legislative  mandate  to  dispose  of  assets  in  a 
manner  that  maximizes  net  present  value.    While  completing  the  process  of  cleaning  up  the 
savings  and  loan  debacle  as  quickly  as  possible  is  desirable,  it  should  not  come  at  the 
expense  of  receiving  lower  prices  for  assets  or  of  paying  higher  than  necessary  costs  to 
manage  and  sell  them. 

Information  systems 

RTC  has  spent  about  $500  million  on  system  related  initiatives,  but  it  still  does  not  have  the 
reliable  systems  it  needs  to  support  its  basic  mission  of  managing  and  selling  assets.    No  one 
questions  RTC's  need  for  information  systems.   However,  RTC  has  had  to  develop  its 
systems  hastily.   Other  factors  complicate  RTC's  efforts  to  develop  reliable  systems, 
including  massive  workloads,  diverse  systems  maintained  by  savings  and  loans,  and  poor 
records  at  the  insolvent  institutions.   Together,  these  factors  impose  great  risks  that  drive  up 
the  costs  and  curtail  the  usefulness  of  RTC  systems  that  have  been  developed. 

Our  audits  have  reported  numerous  problems.    For  example,  our  review  of  the  Real  Estate 
Owned  Management  System  (REOMS)  found  that  the  system  was  procured  before  specific 
requirements  were  developed.    Consequently,  user  requirements  could  not  be  met,  certain 
internal  controls  were  lacking,  data  was  inaccurate,  and  a  substantial  cleanup  effort  was 
needed.   We  have  also  reported  to  the  corporation  that  it  needed  to  renegotiate  its  contracts 
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for  systems  development.   As  a  result  of  a  newly  signed  contract  with  more  favorable  terms, 
the  corporation  is  saving  several  million  dollars. 

We  plan  to  continue  our  scrutiny  of  RTC  information  systems.   They  are  important  for  RTC 
managers  to  have  accurate  data  from  which  to  manage,  and  for  the  Oversight  Board  and 
Congress  to  get  information  to  evaluate  the  adequacy  by  which  RTC  carries  out  its  mandates. 

FISCAL  YEAR  1992  AND  1993  ACCOMPLISHMENTS 

During  fiscal  year  1992,  the  Office  of  Inspector  General  nearly  doubled  its  staff  size  from 
150  to  287.   Although  this  was  a  substantial  increase,  we  fell  far  short  of  hiring  the  356  total 
staff  planned.  This  was  due  in  large  part  to  our  temporary  existence  and  a  change  in  the 
corporation's  hiring  policies  to  limited  term  appointments,  which  were  less  attractive  to 
experienced  auditors  and  investigators.   The  difficulties  in  attracting  experienced  staff  have 
continued  into  fiscal  year  1993.  We  have  managed  to  build  our  staff  to  almost  300. 

As  a  consequence  of  our  hiring  difficulties,  we  have  conducted  fewer  audits  than  planned  and 
increased  our  backlog  of  pending  investigations.   One  measure  that  we  have  taken  to  alleviate 
our  staffing  problem  is  using  public  accounting  firms  to  conduct  certain  audits  under  contract 
to  our  office.   We  anticipate  using  more  of  these  firms  during  the  remainder  of  this  year  and 
in  fiscal  year  1994. 
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I  am  pleased  to  report  that  the  Office  of  Inspector  General  has  had  a  substantial  impact  on 
RTC  operations,  resulting  in  significant  savings  as  well  as  detection  of  fraud,  waste,  and 
abuse.   The  Office  of  Audits  issued  56  audit  reports  during  fiscal  year  1992  and  through  the 
first  half  of  fiscal  year  1993.   These  reports  contained  242  recommendations  to  improve  RTC 
operations  and  have  estimated  monetary  benefits  totaling  over  $4.3  billion.   Much  of  these 
savings  are  attributable  to  our  audit  of  the  fiscal  year  1993  FSLIC  Resolution  Fund 
appropriation  estimates.   Additional  benefits  should  result  from  the  1 16  audits  currently  in 
process,  of  which  76  are  underway  by  our  staff  and  the  remaining  40  are  being  handled  by 
outside  accounting  firms. 

The  Office  of  Investigation's  caseload  continues  to  increase.    As  of  March  15,  1993,  there 
were  306  cases  pending.   Our  investigations  in  fiscal  year  1992  and  the  first  half  of  fiscal 
year  1993  have  led  to  criminal  charges  against  more  than  70  individuals  and  businesses.    Of 
these  charges,  58  resulted  in  convictions  and  12  are  awaiting  court  action.    One  individual 
was  acquited  and  another  six  have  entered  the  pre-trial  diversion  program.   Court-ordered 
fines  and  restitution  for  the  period  amount  to  $196,000  and  $1.52  million,  respectively.    In 
addition,  investigations  have  recovered  $1.44  million,  identified  $3.46  million  in  cost 
efficiencies,  and  seized  $420,000  in  assets.    As  a  result  of  our  investigations  of  job-related 
misconduct  in  the  period,  nine  RTC  employees  have  been  suspended  or  fired,  18  others 
resigned  while  under  or  following  investigation,  and  14  have  received  letters  of  caution  or 
reprimand.    Actions  against  17  contractors  have  been  taken  to  date  for  improper  or  illegal 
activities  disclosed  during  our  investigations. 
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I  also  established  an  Office  of  Inspections  during  fiscal  year  1992  to  supplement  and 
complement  our  audit  and  investigation  activities.   This  office  is  responsible  for  quick 
evaluations  of  selected  RTC  operations  in  order  to  detect  inefficiencies  and  abuse  or  to 
recommend  solutions  to  operational  problems.   The  inspections  that  are  initiated  are 
determined  largely  by  requests  from  RTC  management  and  Members  of  Congress; 
information  received  through  our  hotline;  and  issues  identified  through  audits  and 
investigations. 

During  fiscal  year  1992  and  the  first  half  of  fiscal  year  1993,  the  Office  of  Oversight  and 
Quality  Assurance  conducted  a  comprehensive  program  of  oversight  of  audits  and  reviews 
performed  by  public  accounting  firms  under  contract  to  RTC.   This  office  provided  technical 
advice  and  assistance  to  RTC  management  regarding  audit  guidelines  to  be  included  in 
contracts  with  public  accountants.   In  addition,  this  office  completed  desk  reviews  of  the 
quality  of  50  audit  reports  and  completed  comprehensive  on-site  quality  reviews  of  13 
reports.   Also,  they  issued  16  oversight  reports  presenting  the  results  of  comprehensive  on- 
site  quality  reviews  and  observations  on  improving  the  management  of  contracts  for  audits. 

Our  nationwide  toll-free  hotline,  which  was  established  in  November  1990  for  RTC 
employees,  contractors,  and  the  public  to  report  fraud,  waste,  and  mismanagement,  has 
received  over  375  allegations  of  wrongdoing  or  mismanagement  to  date.    Approximately  half 
of  these  allegations  were  referred  for  OIG  audits,  inspections,  or  investigations  with  the 
remainder  sent  to  RTC  management  for  a  response.   The  hotline  has  become  an  integral  part 
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of  our  operation  with  about  25  percent  of  the  closed  cases  substantiated  thus  far.   One 
noteworthy  case  was  an  anonymous  letter  to  our  hotline  staff  last  July  that  alleged  waste  and 
overcharges  for  the  work  performed  by  Price  Waterhouse  at  HomeFed.   The  hoUine  has 
recenUy  received  a  surge  of  calls  as  a  result  of  President  Clinton's  announcement  of  an 
Initiative  to  Streamline  Government.   This  initiative  included  the  release  of  major  Inspector 
General  hotline  numbers  to  the  national  news  media.   In  the  first  five  days  following  the 
announcement,  the  hotline  received  over  ten  times  the  normal  volume  of  calls.   Many  of  the 
callers  expressed  general  concerns  about  RTC  operations  rather  than  specific  allegations.    We 
have  passed  these  results  on  to  the  White  House. 

One  other  activity  that  I  want  to  mention  is  our  review  of  proposed  RTC  directives, 
regulations,  and  legislative  proposals.   In  the  past  18  months,  we  have  reviewed  about  250  of 
these  proposals  in  order  to  give  RTC  management  early  insights  on  the  adequacy  of  its 
internal  controls.   This  effort  has  allowed  us  to  assist  RTC  management  to  build  integrity, 
efficiency,  and  economy  into  RTC  programs  whenever  possible. 

FISCAL  YEAR  1994  REOUEST 

The  Office  of  Inspector  General  is  requesting  a  total  of  $34,582,000  and  307  full-time 
equivalent  positions.   This  request  reflects  an  increase  of  $1,072,000.   The  request  has  been 
prepared  in  accordance  with  the  0MB  passback  and  President  Clinton's  budget  proposals.    It 
reflects  inflationary  adjustments  to  the  fiscal  year  1993  base  less  offsetting  savings  for 
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staffing  reductions,  the  pay  freeze,  and  an  across-the-board  overhead  reduction. 

Our  request  also  includes  $4.8  million  for  contracting  services.    Primarily,  this  money  will 
be  used  to  contract  with  public  accounting  firms  to  assist  in  our  audits  of  RTC  contractors, 
loan  servicers,  asset  managers,  and  receiverships.   These  firms  provide  our  office  with  the 
flexibility  to  perform  more  work.   As  1  pointed  out,  hiring  staff  has  become  increasingly 
difficult  in  view  of  RTC's  temporary  existence  and  personnel  policies  requiring  hiring  of 
employees  on  term  appointments. 

Mr.  Chairman,  this  budget  will  permit  my  office  to  sustain  its  current  level  of  oversight  of 
RTC  operations  for  another  year.   RTC  has  made  substantial  progress  in  resolving  the 
savings  and  loan  crisis,  and  fortunately,  we  can  see  light  at  the  end  of  the  tunnel.   However, 
RTC  remains  highly  susceptible  to  fraud,  waste,  abuse,  and  mismanagement.   Many  factors 
make  RTC  inherently  susceptible  to  problems,  including  the  large  sums  of  money  involved  in 
transactions,  the  rush  to  complete  its  mission,  an  absence  of  adequate  internal  controls,  and 
extensive  use  of  outside  contractors  and  law  firms. 

I  believe  that  we  have  demonstrated  the  soundness  of  this  committee's  past  investment  in  this 
office.   Additional  details  supporting  our  budget  request  are  in  documents  that  we  have 
provided  to  your  staff  for  inclusion  in  the  hearing  record. 
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p.  2 

FROn  RTC  18'S  OFFICE-1 


John  J.  Adair 
Inspector  General 


John  J.  Adair  h«8  a«rved  as  tiie  Inspector  General  of  the  Resolutioa  TnOt  OoipoFBtion 
since  April  1990.  As  the  Inspector  General,  he  heads  an  indqxndent  organization 
responsible  for  audit  and  investigation  of  all  RTC  programs  and  opemticms. 

Mr.  Adair  had  a  25  year  career  with  the  U.S.  General  Accounting  OfiOoe.  Prior  to 
Joining  RTC  he  was  Director  of  GAO's  Audit  Oversight  and  Polloy  Gfoop.  lliat  group 
was  responsible  for  overseeing  dw  operetiont  of  federal  internal  audit  and  injector 
general  organizations,  and  for  reviewing  the  work  of  CPA  firms  that  audit  federal 
assistance  programs.  Mr.  Adair  received  numerous  awards  at  OAO,  including  the  Career 
Developnwnt  Award,  the  Meritorious  Service  Award,  and  the  Distinguished  Service 
Award. 

Mr.  Adaicjradaated  from  Duquesne  University  in  1963,  and  received  an  MBA  degree 
from  Oie  George  WaAlngton  University  in  1969.  He  also  is  a  1982  graduate  of  the 
National  Deflense  UnlverslQr.  He  is  a  CPA  (Virghiia),  and  is  a  member  of  be  American 
Institute  of  CPAs,  the  Association  of  Government  Accountants,  and  the  Federal 
Investigators  Association. 

Mr.  Adair  lives  in  Springfield,  Virginia,  with  his  wife  and  children,  wdieie  he  has  been 
involved  in  PTA  and  civic' association  activities,  and  in  coaching  youth  jocoer. 
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FROM  RTC  16'S  OFFICE-1 


04.36. 1993   14<3e 


Rex  A.  Simmons 
Assistant  Inspector  General  for 
Pblicy,  Planning,  and  Resources 


Rex  Simmons  has  been  Assistant  Inspector  General  for  Policy,  Planning,  and  Resources 
since  August  1990.  In  this  capacity,  he  has  been  instrumental  in  almost  all  OfTice  of 
Inspector  General  endeavors  to  establish  nationwide  operations  including  policy  setting, 
strategic  plans,  hotline  operations  to  detect  fraud  and  abuse,  reviews  of  proposed  RTC 
policies,  and  offlcewide  financial  management  of  a  $33  million  budget. 

Mr.  Simmons  was  previously  with  the  General  Accounting  Office  for  16  years  with  wide- 
ranging  responsibilities  for  auditing  federal  programs  and  rqxntlng  results  to  Congress. 
He  was  appointed  GAG  Assistant  Director  for  Audit  Policy  and  Oversight  in  1985.  At 
GAO,  Mr.  Simmons  specialized  in  inspector  general  operations.  He  drafted  legislation  to 
establish  several  inspector  general  offices,  including  the  Department  of  Defense  Inspector 
General.  He  also  led  reviews  of  BPA,  Commerce,  Agriculture,  TVA,  Justice, 
Transportation,  and  Treasury  inspector  general  organizations  to  ensure  effectiveness  and 
adherence  to  the  Inspector  General  Act  of  1978.  In  addition,  he  has  reviewed  inspector 
general  hotline  operations  and  the  effectiveness  of  DOD  auditors  and  investigators  on 
behalf  of  congressional  committees. 

Mr.  Simmons  is  a  graduate  of  the  University  of  North  Carolina  at  Chapel  Hill  and  earned 
a  masten  degree  from  The  American  University  in  Washington,  DC.  He  lives  with  his 
family  in  Fairfax  Station,  Virginia,  where  he  actively  participates  in  community  affairs. 
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REAL  ESTATE  SALES  IN  TAMPA 


Mr.  Stokes.  On  page  5  of  your  formal  statement,  you  make  refer- 
ence to  RTC's  Tampa  office  which  could  not  account  for  approxi- 
mately $12.4  million  of  income  from  the  sale  of  90  real  estate  prop- 
erties. RTC  had  to  a  hire  contractor  to  perform  extensive  research 
just  to  find  the  money.  All  but  $2  million  has  been  now  accounted 
for. 

How  did  they  lose  $12.4  million? 

Mr.  Adair.  Essentially  the  office  was  not  performing  a  reconcilia- 
tion. There  were  two  units  within  the  Tampa  office  and  when  a 
broker  or  a  property  manager  would  sell  a  piece  of  real  estate,  that 
would  be  reported  let's  say  to  Mr.  Simmons,  whereas  the  actual 
money  might  be  turned  into  me.  And  the  two  units  were  not  recon- 
ciling the  sale  with  the  actual  receipt  of  the  money.  And  so  when 
we  went  in  and  looked  at  all  of  the  sales,  we  said  where  is  the 
money  for  these  particular  sales?  And  they  were  not  able  to  find  a 
number  of  them. 

They  had  to  go  and  hire  Coopers  &  Lybrand  to  help  them  find  it, 
because  a  lot  of  money  was  still  in  the  hands  of  the  people  that 
made  the  sales.  They  just  had  never  turned  the  money  in.  Now  this 
oversight  has  been  corrected,  but  we  are  still  having  trouble  locat- 
ing the  $2  million.  We  will  work  until  we  find  it. 

Mr.  Stokes.  What  type  of  assurance  do  we  have  that  this  type  of 
thing  will  not  recur? 

Mr.  Adair.  For  one  thing,  the  Tampa  office  is  closed  so  it  won't 
occur  in  Tampa  again.  And  some  of  the  other  offices  are  doing  a 
good  job  in  this  area. 

There  is  one  problem  in  the  Valley  Forge  office;  a  similar  situa- 
tion that  we  are  working  to  correct.  But  now  everyone  has  been 
made  aware  of  the  need  to  reconcile  the  s£de  and  the  income.  It  is  a 
simple  procedure  that  needs  to  be  followed  and  RTC  is  aware  of  it 
and  they  are  doing  it  now. 

SECRETARY  BENTSEN's  INTERNAL  CONTROLS 

Mr.  Stokes.  On  page  2  of  your  testimony,  you  note  that  Secre- 
tary Bentsen  promised  to  strengthen  internal  controls.  What  exact- 
ly does  the  Secretary  intend  to  do  and  will  it  accomplish  what  is 
intended? 

Mr.  Adair.  I  think  it  will,  because  what  he  has  proposed  is  noth- 
ing less  than  a  top-to-bottom  review  of  RTC's  controls,  which  is 
going  on.  There  is  particular  emphasis  being  given  to  contracting 
problems  and  we  have  seen  two  or  three  memos  that  have  gone  out 
in  the  interim  period  that  said,  "Look,  you  cannot" — other  than 
warranted  contracting  officers — "RTC  employees  simply  cannot  go 
out  and  award  contracts  on  their  own." 

This  is  where  RTC  has  gotten  into  so  much  trouble  in  the  past. 
There  is  an  overall  initiative  and  a  special  emphasis  on  contract- 
ing, including  the  eventual  moving  of  the  legal  service  agreements 
under  the  Office  of  Contracts  where  we  think  it  really  belongs. 

Mr.  Stokes.  Some  of  my  constituents  have  commented  that  RTC 
contracting  procedures  are  capricious  and  somewhat  arbitrary,  par- 
ticularly with  respect  to  women  and  minorities.  Have  you  noted 
this  in  your  investigation? 
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MINORITY  AND  WOMEN-OWNED  BUSINESS  FIRMS 

Mr.  Adair.  We  looked  at  the  Northeast  consolidated  office  a 
while  back  and  found  out  that  they  were  not  awarding  the  bonus 
points  to  minority  and  women-owned  business  firms  and  thereby 
inappropriately  excluding  certain  firms  from  consideration.  That 
has  been  corrected. 

We  noticed  also  that  there  is  much  stronger  emphasis  at  RTC 
subsequent  to  Chairman  Bentsen's  reform  proposals.  For  example, 
the  woman  in  charge  of  minority  contracting  is  now  being  placed 
on  the  executive  committee  and  is  now  reporting  to  the  interim 
CEO  of  the  Resolution  Trust  Corporation  and  will  report  to  the 
new  CEO.  So  there  is  a  greater  degree  of  visibility  being  given  to 
this  effort. 

I  have  noted  that  minority  contracting,  in  general,  was  about  10 
percent  over  the  lifetime  of  the  RTC  from  August  1989  through  the 
end  of  February  1993,  working  out  to  be  $356  million,  which  is  11.4 
percent  of  the  fees.  I  think  the  General  Accounting  Office  reported 
that  they  felt  that  was  a  reasonable  amount  of  contracting  over  all, 
but  in  the  legal  services  they  have  not  begun  to  come  near  their 
goals. 

For  legal  services,  I  believe  the  numbers  are  2.1  percent  in  1991, 
6.3  percent  in  1992,  and  the  trend  is  upward  and  the  expectation  is 
that  in  1993,  there  will  be  20  percent  of  the  funds  for  contracting 
going  to  minority  firms.  So  there  is  improvement,  but  yet  it  is  far 
below  what  it  should  be. 

Mr.  Stokes.  Just  to  follow  up  on  that,  you  also  commented  the 
Secretary  promises  to  strengthen  opportunities  for  women  and  mi- 
norities. What  has  been  promised  and  tell  us  whether  or  not  it  is 
going  to  work. 

Mr.  Adair.  As  I  mentioned,  placing  this  individual  in  charge  of 
minority  contracting  on  the  executive  committee  of  the  RTC  and 
having  that  person  report  directly  to  the  chief  executive  officer  is  a 
very  good  first  step,  because  it  ensures  that  attention  at  the  high- 
est level  is  going  to  be  paid  to  this  important  issue. 

I  noted  in  this  individual's  recent  testimony  that  there  are  a 
number  of  new  initiatives  that  are  going  to  be  tested.  For  example 
in  a  joint  venture  proposal,  they  are  thinking  of  awarding  a  certain 
percentage  of  bonus  points,  depending  on  how  much  of  the  joint 
venture  income  goes  to  the  minority  firm.  If  it  is  40  percent  of  the 
funds,  they  will  get  a  certain  number  of  bonus  points  and  for  a 
lower  percentage,  a  lower  number  of  bonus  points. 

Certainly  there  are  other  ideas  being  proposed  and  I  truly  be- 
lieve, having  heard  the  CEO,  Mr.  Altman,  testify  on  this  issue,  that 
he  intends  that  this  issue  will  be  addressed. 

Mr.  Stokes.  In  the  statistics  you  quoted  to  me  just  before  I  asked 
you  this  question,  were  you  lumping  in  minorities  and  women  to- 
gether? 

Mr.  Adair.  No,  Mr.  Chairman,  for  minorities  and  women,  the 
number  overall  will  be  30  percent  and  $783  million.  I  was  speaking 
only  of  the  minority  portion,  which  is  about  10  percent  or  $356  mil- 
lion for  overall  contracting  for  RTC  in  the  past  4  years. 

Mr.  Stokes.  For  the  record,  now,  will  you  just  provide  a  breakout 
where  you  show  for  minorities  and  categorize  the  minorities  and 
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keep  women  separate  and  apart  and  give  us  that  information  and 
so  forth? 

Mr.  Adair.  Yes,  sir,  I  will  be  happy  to  do  that. 

[The  information  follows:] 

RTC  Contracting  Date  for  Minority  and  Women-Owned  Businesses 

The  Office  of  Inspector  General  asked  RTC  management  for  their  response  to  this 
question.  The  following  information  was  compiled  by  RTC's  Division  of  Minority  and 
Women's  Programs. 

Exhibit  A  includes  all  contracts  awarded  with  the  related  estimated  fees  for  mi- 
nority and  women  owned  businesses  tracked  in  the  Contracting  Activity  Reporting 
System  (CARS).  This  data  is  detailed  by  each  of  the  following  ethnic  identifiers: 
American  Indian,  Asiem,  Black,  Eskimo,  Hispanic,  and  Pacific  Islander. 

Exhibit  B  includes  all  referrals  and  related  estimated  fees  to  outside  counsel 
tracked  in  the  RTC  Legal  Information  System  (RLIS).  The  data  is  detailed  by  the 
following  ethnic  identifiers:  Native  American,  Asian,  Black  and  Hispanic. 
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EXHIBIT    A 
Page    1    of    1 


• 

1 

RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY 

FOR  ALL  RTC  OFFICES  AND  INSTITUTIONS 

FOR  THE  PERIOD  8/1/89  THROUGH  4/30/93 

SERVICE 
CODES 

ETHNIC  AND 

GENDER 
IDENTIHER 

NUMBER 

OF 
AWARDS 

%  OF  ALL 

RTC 

CONTRACT 

AWARDS 

ESTIMATED 
FEES 

%  OF  ALL 

RTC 
ESTIMATED 

FEES 
AWARDED 

ALL  RTC  SERVICE  CODES  (ALL)                                                      | 

ALL 

RTC 
CONTRACTS 

115,166 

100.0% 

$   3,097.2B 

100.0% 

ALL 

MINORITY  AND 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

35,119 

30.4% 

»      818.1M 

26.4% 

ALL 

NON-MINORITY 

WOMEN 

CONTRACTS 

23,288 

20.2% 

$      415.7M 

13.4% 

ALL 

ETHNIC 

MINORITY 

CONTRACTS 

11,831 

10.2% 

$      402.4M 

12.9% 

ALL 

AMERICAN 
INDIAN  MEN 
CONTRACTS 

588 

0.5% 

$        5.6M 

0.1% 

ALL 

AMERICAN 
INDIAN  WOMEN 
.*:CONTHACTS 

345 

0.2% 

$        6.6M 

0.2% 

ASIAN  MEN 
h    CONTRACTS 

1,460 

1.2% 

$       33.7M 

1.0% 

ALL 

ASIAN  WOMEN 
CONTRACTS 

358 

0.3% 

$       17. 1M 

0.5% 
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EXHIBIT    A 
Page    2    of    2 


RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY 

FOR  AU  RTC  OFFICES  AND  INSTITUTIONS 

FOR  THE  PERIOD  8/1/89  THROUGH  4/30/93 

SERVICE 
CODES 

ETHNIC  AND 

GENDER 
IDENTIFIER 

NUMBER 

OF 
AWARDS 

%  OF  ALL 

RTC 

CONTRACT 

AWARDS 

ESTIMATED 
FEES 

%  OF  ALL 

RTC 
ESTIMATED 

FEES 
AWARDED 

AU  RTC  SERVICE  CODES  (AU)                                                     | 

ALL 

BLACK  MEN 
CONTRACTS 

3,750 

3.2%. 

$      125.5M 

4.0% 

AU 

BLACK  WOMEN 
CONTRACTS 

1,333 

1.1% 

$       36.2M 

1.1% 

AU 

ESKIMO  MEN  & 

WOMEN 

CONTRACTS 

0 

0.0% 

$        O.OM 

0.0% 

AU 

HISPANIC  MEN 
CONTRACTS 

2,850 

2.4% 

»      128.2M 

4.1% 

ALL 

HISPANIC 

WOMEN 

CONTRACTS 

953 

0.8% 

$       44.3M 

1.4% 

AU 

PACIFIC 

ISLANDER  MEN 

CONTRACTS 

170 

0.1% 

$        5.0M 

0.1% 

AU 

PACIFIC 

ISLANDER  MEN 

CONTRACTS 

24 

0.0% 

»        0.2M 

0.0% 

NOTE:  #liiii»  compiM  from  CARS  run  5/5/93  and  5/6/93 
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EXHIBIT    B 


FEES  PAID  BY  THE  RTC 

TO  MINORITY-  AND  WOMEN-OWNED  LAW  PERMS  (MWOLFs) 

FROM  ITS  INCEPTION  TO  4/30/93 


ETHNIC  AND 

GENDER 
IDENTIFIER 

ESTIMATED* 
LEGAL  FEES 

%OF 

ESTIMATED 

FEES  PAID 

ALL  LEGAL  FEES  PAID 

$684,431,735 

100% 

Non-MWOLFs 

$623,047,018 

91.0% 

MWOLFs 

$61,339,710 

9.0% 

Non-MINORrrY  FEMALE-OWNED 

$22,554,013 

33% 

ASIAN  MALE-OWNED 

$6,102,022 

0.9% 

ASIAN  FEMALE-OWNED 

$121,962 

0.02% 

BLACK  MALE-OWNED 

$13,243,785 

1.9% 

BLACK  FEMALE-OWNED 

$2,787,073 

0.4% 

HISPANIC  MALE-OWNED 

$13,574,123 

2.0% 

HISPANIC  FEMALE-OWNED 

$1,158,327 

0.2% 

NATIVE  AMERICAN  MALE- 
OWNED 

$1,563,673 

0.2% 

NATIVE  AMERICAN  FEMALE- 
OWNED 

$234,732 

0.03% 

'Before  1/1/92,  the  RTC  tncked  only  fee<  paid  to  ouuide  couiuel  for  corponte  and  receivenhip  muten,  uid  did  not 
trmck  feea  p&id  by  the  RTC  outjide  counsel  for  conaervatorahip  or  SAMOA  matten.  The  poition  of  the  above  estimated  fees  paid 
by  the  RTC  after  1/1/92,  was  calculated  by  adding  the  total  number  of  doUan  released  for  payment  by  the  RTC  Legal  Information 
System  (RLIS)  to  the  accounts  payable  system. 


795 


MINORITY  STATISTICS 


Mr.  Stokes.  How  diverse  is  the  RTC  Inspector  General's  Office 
by  gender  and  ethnicity,  particularly  in  middle  and  upper  manage- 
ment? 

Mr.  Adair.  I  have  general  information  that  we  are  composed  of 
between  43  and  44  percent  woman,  and  I  believe  12  to  13  percent 
minorities.  I  believe  we  could  provide  for  the  record  specific  num- 
bers at  the  upper  levels. 

Mr.  Simmons.  We  can  provide  it  for  the  record. 

Mr.  Stokes.  All  right. 

[The  information  follows:] 

RTC  Office  of  Inspector  General  Diversity 
The  requested  information  is  provided  for  the  record  in  a  table  on  the  next  page. 

Mr.  Stokes.  And  in  the  record  please  break  it  out  for  us  by 
gender  and  ethnicity  and  break  out  women  and  minorities  and  so 
forth;  blacks,  Hispanics  and  so  forth. 

Mr.  Simmons.  And  by  levels? 

Mr.  Stokes.  Yes,  at  all  grade  levels. 

Mr.  Adair.  We  will  do  that. 

[The  information  follows:] 
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Diversity  of  RTC  Office  of  Inspector  General 
as  of  April  30,  1993 


Bl-5 

GO  15 

COM 

oou 

GO  9-12 

G01-» 

TOTA1«? 

WHITE  MEN                        # 
% 

5 
71.4X 

U 
90.0% 

42 
68.9% 

54 
65.9% 

33 
41.8% 

7 
14.3% 

159 
53.4% 

WHITE  WOMEN                  t 

% 

2 
28.6% 

2 
10.0% 

IS 
24.6% 

21 
25.6% 

33 
41.8% 

29 
59.2% 

lOZ 
34^% 

BLACK  MEN                        # 

% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

3 
3.7% 

5.1% 

0 
0.0% 

7 
23* 

BLACK  WOMEN                  0 
% 

0 
0.0% 

0 
0.0% 

1.6% 

3 
3.7% 

3 
3.8% 

9 
18.4% 

16 
5.4% 

HISPANIC  MEN                   * 

% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

HISPANIC  WOMEN             0 

% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

1 
1.2% 

3 
3.8% 

3 
6.1% 

7 
23% 

ASIAN  AM/PI  MEN             0 
% 

0 
0.0% 

0 
0.0% 

2 
3.3% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

2 
0.7% 

ASIAN  AM/PI  WOMEN       0 

% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

3 
3.8% 

1 
2.0% 

4 
1.3% 

AM  INDIAN  MEN                 0 
% 

0 
0.0% 

0 
0.0% 

1.6% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

1 
0.3% 

AM  INDIAN  WOMEN          0 

% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

0 
0.0% 

TOTALS 

7 
2.3% 

20 
6.7% 

61 
20.5% 

82 
27.5% 

79 
26.5% 

49 
16.4% 

298 
100X>% 
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AFFORDABLE  HOUSING  PROGRAM 


Mr.  Stokes.  Your  testimony  on  page  6  notes  at  least  one  instance 
of  strawbuyers  posing  as  low-income  buyers  to  take  advantage  of 
the  RTC  affordable  housing  program.  Do  you  have  any  sense  of 
how  widespread  this  problem  is? 

Mr.  Adair.  I  believe  that  overall  we  have  about  30  cases  that  we 
are  investigating  at  this  point.  I  think  that  of  the  single  family 
units,  over  14,000  have  been  sold,  so  in  a  sense  it  is  a  small  per- 
centage, but  we  do  take  the  instances  very  seriously.  This  particu- 
lar instance  I  believe  involved  a  dentist  using  his  dental  assistant, 
his  hygienist,  to  go  out  and  buy  a  property  for  him  in  her  name. 

The  interesting  thing  about  this  particular  case  is  that  once  he 
bought  the  property,  he  added  a  considerable  amount  of  improve- 
ments, $30,000  worth  of  improvements,  and  he  had  to  forfeit  those 
improvements.  So  the  RTC  got  the  property  back  along  with  the 
improvements  and  sold  it  again.  I  think  there  are  about  30  straw- 
buyer  cases  being  investigated  at  this  time. 

information  systems  problems 

Mr.  Stokes.  Your  testimony  on  page  7  comments  that  the  RTC 
has  experienced  recurring  information  systems  problems.  What 
caused  these  problems? 

Mr.  Adair.  We  believe  that  the  major  cause  was  the  fact  that 
RTC  had  to  come  into  existence  so  quickly,  it  started  out  without 
systems,  had  to  create  its  own  systems,  and  it  moved  really  too 
quickly  in  doing  that  without  considering  the  needs  of  the  users  for 
the  information. 

When  RTC  put  the  data  in  the  system,  it  was  not  cleaned  up 
data;  it  was  the  old  story  of  garbage  in  and  garbage  out.  They  had 
to  go  through  an  extensive  cleanup  of  the  data.  If  you  are  selling 
assets  as  your  main  business,  you  need  to  know  what  you  own  so 
that  you  can  sell  them.  So  a  lot  of  emphasis  has  gone  into  this 
area. 

I  also  think  that  under  the  prior  CEO  with  the  emphasis  of  going 
out  of  business  very,  very  quickly  there  was  a  deemphasis  on  im- 
proving the  systems.  If  RTC  was  going  to  close  down  in  1993,  there 
was  not  much  need  for  improving  systems. 

Now  under  Chairman  Bentsen's  proposals,  those  systems  will  be 
repaired  and  put  into  good  repair  so  that  when  the  merger  with 
the  FDIC  occurs  down  the  road  with  whatever  assets  may  be  left 
over  to  sell,  there  will  be  systems  to  take  care  of  that. 

Mr.  Stokes.  When  do  you  expect  this  to  be  resolved? 

Mr.  Adair.  I  am  not  sure  that  we  have  a  date.  Hopefully  in  the 
next  year  these  systems  would  be  up  and  running  as  they  should. 

Mr.  Stokes.  We  understand  that  the  Senate  chairperson.  Senator 
Mikulski,  has  requested  that  you  prepare  analysis  and  need  for  ap- 
propriations for  the  FSLIC  resolution  fund.  When  do  you  expect  to 
complete  that  analysis? 

Mr.  Adair.  We  recently  sent  out  letters  to  the  FDIC — this  is  kind 
of  a  touchy  issue  because  the  fund  has  gone  back  to  the  FDIC  and 
technically  their  Inspector  (Jeneral  should  look  at  it,  but  since  we 
have  looked  at  it  the  past  two  years,  we  have  worked  out  an  ar- 
rangement that  we  will  look  at  it  again  this  year.  So  I  signed  let- 
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ters,  I  believe  last  week,  saying  that  we  are  going  to  look  at  it  and 
we  will  do  this  absolutely  as  quickly  as  possible. 

I  know  that  you  need  the  information  for  your  purposes,  so  we 
are  working  on  that. 

Mr.  Lewis.  Mr.  Chairman,  I  believe  that  is  very  appropriate. 

Mr.  Stokes.  Sure,  if  you  will  provide  us  a  copy  of  that  report, 

[The  information  follows:] 

Office  of  Inspector  General  Review  of  1994  FRF  Budget 

The  RTC  Office  of  Inspector  General  has  agreed  to  review  the  fiscal  year  1994 
FSLIC  Resolution  Fund  budget  request.  The  report  will  not  be  available  in  time  for 
inclusion  in  the  hearing  record.  The  Office  of  Inspector  General  understands  that 
the  Subcommittee  needs  the  review  results  for  consideration  during  markup. 

AUDIT  CONTRACTS 

Mr.  Stokes.  I  note  that  most  of  the  $1,072,000  requested  increase 
would  be  used  for  audit  contracts.  Did  you  experience  a  shortfall  in 
contract  audits  this  year? 

Mr.  Adair.  Well,  the  shortfall  is  more  in  the  hiring  of  our  own 
auditors  and  we  are  trying  to  supplement  the  missing  auditors  that 
we  would  like  to  have  on  our  staff  by  hiring  CPA  firms  to  look  at 
legal  firms'  billings,  loan  servicers,  property  managers,  receiver- 
ships and  so  forth. 

So  we  have  turned  more  and  more  to  contracting.  Of  course,  we 
are  well  aware  of  problems  that  we  can  have  in  contracting  be- 
cause of  RTC's  problems.  We  are  keeping  a  very  close  watch  over 
the  contracting,  but  that  is  essentially  why  a  lot  of  the  increase  we 
requested  is  for  contracting. 

Mr.  Stokes.  Can  you  tell  under  the  circumstances  how  many 
more  audits  will  be  conducted  in  fiscal  year  1994  over  1993  as  a 
result  of  the  additional  resources? 

Mr.  Adair.  I  think  I  will  have  to  provide  that  for  the  record.  The 
number  is  going  to  vary  depending  on  how  many  are  for  receiver- 
ships, loan  servicers,  or  other  type  of  audits.  Each  one's  costs  is  a 
little  different.  We  can  provide  that  for  the  record,  I  believe. 

[The  information  follows:] 


799 

NUMBER  OF  AUDITS  PLANNED  FOR  FISCAL  YEARS  199  3  &  1994 

In  FY  1992,  the  OIG  started  67  in-house  audits  and  issued  35 
reports.   Including  41  audits  being  performed  by  independent 
public  accountants  (IPAs) ,  there  are  currently  about  110  audits 
in  progress. 

For  FY  1993,  we  planned  audits  of  42  areas.   The  actual  number  of 
audits  that  will  be  conducted  depends  on  the  scope  of  the  audit, 
that  is,  single  versus  multiple  locations.   We  are  estimating 
that  over  150  IPA  audits  will  be  underway  in  FY  1993.   The  areas 
covered  by  IPAs  include  legal  fees  and  expenses,  property 
managers,  loan  servicers.  Standard  Asset  Management  and 
Disposition  Agreement  (SAMOA)  contractors,  electronic  data 
processing  systems,  and  receivership  assistance  contractors 
(RACs) .   The  RAC  audits  will  cover  key  elements  of  100  different 
receiverships . 

We  are  in  the  early  stages  of  planning  audits  for  FY  1994.   We 
have  solicited  audit  suggestions  from  our  OIG  staff,  RTC 
management,  the  Thrift  Depositor  Protection  Oversight  Board,  and 
the  Office  of  Management  and  Budget.   A  total  of  180  audit  leads 
and  suggestions  have  been  received.   We  are  considering  an 
additional  60  audits  both  from  those  proposed  but  not  selected 
for  FY  1993  and  from  those  planned  for  FY  1993  but  not  started. 
To  provide  adequate  audit  coverage  of  the  large  number  of  RTC 
contractors,  we   anticipate  that  the  number  of  IPA  audits  will 
continue  to  increase  in  FY  1994. 

To  develop  the  audit  plan  for  FY  1994,  we  established  eight 
planning  teams  for  in-house  audits  and  a  separate  team  for  IPA 
audits.   Three  large  teams  are  devoting  their  efforts  to  the 
asset  management,  contracting,  and  receivership  areas.   Each  team 
will  meet  independently,  evaluate  submitted  audit  suggestions, 
and  develop  audit  proposals  for  their  respective  areas,  such  as 
receiverships.   The  team  will  assign  a  risk  score  to  each 
proposed  audit.   The  risk  assessments  are  based  on  such  factors 
as  materiality,  the  potential  for  fraud,  the  effectiveness  of 
internal  controls,  and  prior  audit  findings.   At  the  conclusion 
of  their  evaluations,  the  teams  will  convene  to  discuss  and 
select  the  audit  proposals  with  the  highest  risk  for  the  FY  1994 
Audit  Plan. 
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OIG  STAFFING 


Mr.  Stokes.  Staffing  will  fall  by  5  FTE  between  fiscal  year  1993 
and  1994.  In  which  offices  do  you  expect  to  take  the  reduction? 
^^^^.  Adair.  Well,  it  is  a  case  of — we  won't  actually  reduce  bodies, 
because  we  only  have  about  300  on  board,  as  opposed  to  the  307.  So 
there  will  be  no  people  removed  from  jobs  in  the  offices.  It  would 
simply  be  a  case  that  we  will  hire  where  we  can,  and  where  we 
cannot  hire,  those  are  the  offices  that  will  lose  the  positions,  bsisi- 
cally. 

Mr.  Stokes.  You  note  in  both  presentation  and  testimony  that 
RTC's  policy  of  limiting  the  employment  term  of  new  hires  has 
made  hiring  difficult  in  the  Inspector  General's  office.  If  this  policy 
were  changed  for  the  IG,  what  would  happen  to  the  RTC  IG  em- 
ployees once  RTC  terminates? 

Mr.  Adair.  Well,  let  me  say  first  of  all  that  we  have  not  been 
singled  out  for  any  improper  treatment.  The  term  hiring  applies  to 
everybody  in  RTC  and  everybody  in  the  FDIC,  so  we  are  just 
caught  in  this  along  with  everybody  else.  I  know  last  year  it  was 
explored  as  to  whether  the  IG  office,  because  it  had  been  doing  well 
in  uncovering  fraud  and  recovering  money,  perhaps  could  get  an 
exemption  and  hire  people  on  other  than  a  term  basis.  But  then  in 
going  back  and  merging  with  the  FDIC  we  would  have  more  people 
who  were  permanent  versus  term  and  that  might  cause  some  prob- 
lem in  the  merger. 

It  is  a  very  ticklish  problem  and  one  that  I  know  that  Senator 
Mikulski  has  indicated  she  is  going  to  explore  with  FDIC.  Obvious- 
ly for  our  own  selfish  purposes  it  would  be  wonderful  if  we  could 
hire  on  other  than  a  term  basis  but  we  understand  the  problem. 

Mr.  Stokes.  Do  you  think  the  FDIC  IG  would  be  able  to  absorb 
them? 

Mr.  Adair.  Yes,  I  talked  to  the  Robert  Hoffman,  the  FDIC  IG 
who  recently  retired.  Before  retiring  he  pointed  out  that  if  it  comes 
to  the  point  where  his  office  and  my  office  merged,  he  believes  that 
the  total  staff  would  still  be  200  short  of  what  it  should  take  to 
cover  the  entire  FDIC  and  the  RTC.  So  he  believed  that  a  merger 
would  not  really  be  a  problem  down  the  road. 

The  FDIC  has  grown  considerably  over  the  last  two  years.  I  be- 
lieve the  number  we  have  is  over  15,000.  They  are  a  large  organiza- 
tion and  collecting  assets  to  be  sold  much  like  the  RTC  has  been. 
So  they  have  hired  more  people  and  we  believe  they  will  need  to 
have  a  greater  number  of  IG  people  on  board. 

Mr.  Stokes.  Thank  you. 

Mr.  Lewis? 

RTC  BULK  SALES 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

I  have  a  number  of  questions  about  RTC  in  general.  And  it  is 
hardly  fair  to  throw  all  of  those  questions  at  you.  Nonetheless,  you 
heard  the  discussion  regarding  bulk  sales.  Has  your  office,  the 
Office  of  Inspector  General,  done  an  analysis  of  the  charges  and 
some  of  the  problems  that  seem  to  be  related  to  these  bulk  sales? 

Mr.  Adair.  Yes,  sir.  We  looked  at  Far  West  Savings  and  Loan  re- 
cently and  found  that  there  was  a  half  a  billion  dollar  bulk  sale 
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that  we  didn't  think  was  handled  in  the  best  manner.  The  assets 
were  not  marketed  in  advance  of  the  sale.  We  don't  think  they  re- 
ceived as  much  money  as  they  should  have.  We  found  the  same 
thing  that  you  mentioned  in  terms  of  letters  coming  in  from  con- 
stituents of  a  number  of  Senators  and  Congressman  saying  look,  I 
offered  to  buy  this  property  at  this  price,  but  they  put  it  in  a  bulk 
sale  and  sold  it  for  half  the  price.  That  has  been  happening.  There 
has  been  a  change  in  policy  and  there  is  now  a  committee  that  on  a 
case-by-case  basis  does  review  those  efforts  by  individuals  to  pur- 
chase assets  that  are  going  into  a  bulk  sale.  That  has  helped  some. 
I  have  seen  some  cases  where  RTC  has  said  yes,  you  can  purchase 
this. 

Mr.  Lewis.  Is  that  made  up  of  government  employees? 

Mr.  Adair.  Yes,  RTC  employees.  More  importantly,  I  think  what 
Secretary  Bentsen  and  Chairman  Altman  have  announced  is  that 
bulk  sales  are  going  to  be  limited  to  no  more  than  $50  million  as 
opposed  to  half  a  billion  and  up.  So  the  sales  themselves  will  be 
much  smaller  and  smaller  purchasers  will  have  a  chance  that  to 
get  involved  in  the  buying. 

Clearly,  concern  about  minimizing  the  cost  of  the  situation  will 
require  that  we  allow  people  to  buy  these  at  the  best  price  to  mini- 
mize the  cost  to  the  taxpayer.  That  has  been  heard  and  Chairman 
Bentsen  has  testified  to  this  fact.  When  he  was  a  Senator  he  got 
these  complaints  from  his  constituents.  But  we  think  this  situation 
should  improve. 

Mr.  Lewis.  What  you  are  suggesting  here  is  that  not  only  your 
office  but  people  at  RTC  move  forward  on  this  transition  and  are 
aware  of  the  Secretary's  past  position  regarding  these  concerns. 

Mr.  Adair.  Exactly. 

Mr.  Lewis.  Your  office  has  been  involved  in  recommending  re- 
forms in  the  past.  I  am  interested  in  general  commentary  regard- 
ing the  status  of  those  reforms  that  you  have  recommended,  a 
package  of  nine  of  them. 

I  want  to  ask  a  specific  question  about  one.  Could  you  comment? 

Mr.  Adair.  On  the  nine  reforms?  I  think  what  I  was  saying  is 
that  we  feel  that  we  provided  the  impetus  for  a  number  of  those 
reforms  and  we  agree  with  all  of  them.  We  think  they  are  excellent 
and  from  what  we  can  see  they  are  going  to  be  implemented.  There 
is  a  change  in  attitude  at  the  RTC. 

The  emphasis  will  be  on  maximizing  controls,  reducing  contract- 
ing cost,  and  that  is  a  welcome  change,  and  also  paying  more  atten- 
tion to  the  recommendations  of  the  office  of  the  Inspector  General. 
That  is  one  of  the  reforms  that  was  mentioned;  to  pay  attention  to 
the  recommendations  of  the  auditors,  not  just  us  but  the  General 
Accounting  Office  as  well. 

Sometimes  in  their  haste  to  go  out  of  business,  things  were  done, 
and  procedures  were  circumvented  just  to  get  sales  and  contracts 
in  place,  and  the  IG  Office's  recommendations  were  ignored. 

PROFESSIONAL  LIABILITY 

Mr.  Lewis.  I  have  some  specific  questions  about  one  recommen- 
dation having  to  do  with  professional  liability.  When  the  Congress 
attempted  to  address  the  problem  that  we  saw  on  the  horizon  rela- 
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tive  to  the  crashing  of  financial  institutions  it  was  not  our  inten- 
tion to  create  another  kind  of  center  of  fear  similar  to  that  which 
the  IRS  has  become.  The  ways  personal  liability  questions  have 
been  handled  have  created  an  image,  and  maybe  even  a  reality 
that  there  is  certainly  disconcerting  to  this  member. 

I  am  specifically  concerned  about  those  legal  actions  taking  place 
relative  to  people  who  are  not  charged  with  any  form  of  criminal 
behavior.  I  don't  know  of  a  member  in  either  body  who  is  very  con- 
cerned about  anybody  who  with  criminal  intent  set  about  to  de- 
fraud this  process.  We  ought  to  go  to  the  wall  and  make  every  re- 
covery possible,  but  today  financial  institutions  have  a  problem 
finding  legitimate  people  to  serve  on  their  boards  because  a  per- 
son's whole  estate  could  be  at  risk  for  inconsequential  decisions 
long  in  the  past. 

What  recommendations  are  you  making  regarding  this? 

Mr.  Adair.  That  entire  area  is  being  looked  at  under  Chairman 
Bentsen's  reform.  I  absolutely  agree  with  you  that  finding  people  to 
serve  on  boards  is  so  very  difficult  because  they  feel  they  may 
become  a  part  of  a  lawsuit.  There  is  a  dilemma  here,  and  we  have 
seen  both  sides  of  this. 

There  are  those  who  say  RTC  is  not  going  ahead  strongly  enough 
against  those  that  caused  the  down  fall  of  various  thrifts  and  on 
the  other  side  there  are  those  that  say  exactly  what  you  are  saying; 
that  they  have  gone  after  people  that  are  really  not  the  cause  of 
any  of  this.  They  just  happened  to  be  members  of  the  board.  And 
there  are  so  many  hundreds  of  thrifts  and  within  each  thrift  there 
are  half  a  dozen  categories  of  people  that  could  be  sued. 

The  auditors,  appraisers,  board  members;  there  are  thousands  of 
targets,  for  lawsuits.  We  have  looked  at  about  20  of  these.  These 
happen  to  be  allegations  that  were  raised  by  two  employees  in 
Denver  who  said  that  RTC  was  not  pursuing  cases  vigorously 
enough;  just  the  opposite  of  what  you  are  raising, 

Mr.  Lewis.  Yes. 

Mr.  Adair.  I  think  we  are  just  about  finished  with  that  review. 
And  it  is  very  difficult.  You  are  looking  at  a  lawyer's  judgment. 
Did  that  lawyer  carry  this  suit  through  when  he  should  have 
dropped  it? 

Were  there  innocent  persons  involved  or  did  RTC  simply  back 
out?  Each  case  has  its  own  merits  and  I  think  what  you  are  saying 
in  some  C£ises  is  absolutely  true.  They  may  have  gone  after  people 
improperly  or  on  the  other  hand  they  may  have  not  gone  after 
people  they  should  have.  But  we  don't  have  evidence  of  that.  The 
20  cases  that  we  looked  at  appeared  to  have  been  handled  properly. 

These  suits  certainly  have  a  chilling  effect  on  people  that  want 
to  serve  on  boards.  I  am  not  sure  what  the  answer  is.  I  know  there 
is  a  strong  feeling  on  your  side  that  RTC  has  gone  too  far  on  this.  I 
think  that  is  being  taken  into  consideration. 

Mr.  Lewis.  I  am  very  concerned  that  we  seem  to  be  in  the  busi- 
ness to  ensure  full  emplojnnent  for  lawyers.  In  this  area  there  are 
obvious  fee  incentives  for  lawyers  to  keep  cases  alive,  regardless. 

I  wonder  if  there  shouldn't  be  some  kind  of  formula  that  tests 
and  reimburses  the  costs  of  their  lawyer  fees  if  we  don't  have  a 
case  in  these  circumstances. 
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Mr.  Adair.  I  have  seen  cases  where  more  was  spent  on  a  lawsuit 
than  was  recovered.  That  just  happens,  I  know.  But  secondly  there 
is  some  kind  of  formula  in  that  they  will  not  sue  if  someone  is  in 
bankruptcy  or  they  feel  that  recovery  is  not  going  to  be  substantial 
enough  to  cover  the  costs  or  if  there  is  not  a  70  or  80  percent  likeli- 
hood that  they  will  be  successful. 

Mr.  Lewis.  In  most  of  these  cases  at  least  the  institutions  had 
basic  liability  insurance  coverages.  You  could  pay  lawyer's  fees  for 
a  while,  but  the  pressure  is  still  on  and  I  keep  getting  repeated  sto- 
ries from  colleagues  around  the  country  and  that  is  what  is  causing 
me  to  be  concerned. 

Mr.  Adair.  I  will  just  add — this  is  sort  of  peripheral  but  germane 
to  why  we  are  here — a  good  piece  of  our  effort,  included  in  the  con- 
tracting area,  is  looking  at  the  billings  of  these  law  firms  to  see  if 
they  are  churning  up  the  business,  wolf  packing,  putting  a  lot  of 
lawyers  on  these  cases. 

Mr.  Lewis.  Who  calls  it  wolf  packing? 

Mr.  Adair.  That  is  a  legal  term.  The  lawyers  at  the  RTC  call  it 
wolf  packing.  But  we  will  be  looking  at  that. 

Mr.  Lewis.  Have  you  done  an  analysis  on  who  these  law  firms 
are  and  how  they  are  selected  and  what  relationship  they  had  with 
the  government  before  they  ever  began  getting  on  this  gravy  train? 

Mr.  Adair.  Not  a  specific  analysis  of  that.  We  have  seen  of 
course  who  is  getting  what  in  the  way  of  fees.  My  sense  is  that  over 
the  years,  up  to  this  present  time,  a  lot  of  times  the  firm  was  se- 
lected not  necessarily  competitively,  but  because  it  was  a  large, 
prestigious  firm  and  RTC  thought  they  needed  it  because  they  were 
going  up  against  strong  lawyers.  In  other  words,  there  was  not  a 
great  deal  of  competition,  but  more  a  selection  and  a  legal  service 
agreement 

Mr.  Lewis.  That  is  what  concerns  me. 

Mr.  Adair.  Yes,  exactly.  Both  the  FDIC  inspector  general  and 
our  office  in  separate  reports  said  there  needs  to  be  more  competi- 
tion to  keep  the  costs  down  and  they  have  moved  towards  that  be- 
cause a  spotlight  has  been  on  it. 

Mr.  Lewis.  Sometimes  you  get  the  worst  service  from  a  large, 
prestigious  law  firm.  I  am  wondering  if  it  wouldn't  be  of  some 
value  to  evaluate  the  top  25  or  50  income  producers  from  a  law 
firm  category  and  give  us  some  idea  how  they  were  selected  and 
why. 

Mr.  Adair.  We  are  going  to  audit,  as  a  matter  of  fact,  the  top  50. 

Mr.  Lewis.  Good  place  to  start. 

Mr.  Adair.  We  are  in  the  course  of  doing  that.  Perhaps  we  could 
get  a  sense  of  what  you  have  raised  in  your  question. 

Mr.  Lewis.  It  is  probably  a  healthy  thing  for  a  government  to  see 
what  it  gets  for  its  buck  once  in  a  while. 

Mr.  Chairman,  I  have  questions  that  relate  to  this  subject  area.  I 
will  submit  them. 

Thank  you. 

Mr.  Stokes.  Sure,  we  will  put  those  in  the  record  and  you  will 
give  us  answers  for  them. 

[The  information  follows:] 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  LEWIS 

Congressman  Jerry  Lewis  provided  the  following  questions  to  be 
answered  in  the  hearing  record.   Many  of  the  questions  do  not 
pertain  directly  to  the  Office  of  Inspector  General  or  work  it 
has  performed.   The  OIG  prepared  responses  to  questions  3,  5,  and 
12.   RTC's  Division  of  Legal  Services  wrote  the  responses  to 
questions  6  through  11  and  13  through  16.   RTC's  Office  of 
Governmental  Relations  provided  answers  to  other  questions  after 
consultations  with  other  RTC  divisions. 

1.   QUESTION:   With  the  RTC  funding  bill  before  the  House  Banking 
Committee,  there's  a  great  deal  of  discussion  underway  about  the 
total  level  of  funds  needed  to  complete  the  RTC's  job.   The 
Senate  bill  would  provide  $28  billion.   The  House  bill  would 
provide  $18,3  billion.   The  House  funding  level  follows  the 
recent  GAO  study  which  estimated  a  much  lower  completion  cost  to 
RTC. 

Why  was  the  Administration's  initial  request  so  high?  Will  $18.3 
billion  be  sufficient,  or  will  RTC  be  back  before  the  Congress 
again  requesting  further  funds? 

1.    RESPONSE:   Funding  requests  for  the  RTC  are  made  by  the 
Thrift  Depositor  Protection  Oversight  Board  (TDPOB) .   In 
testimony  before  the  House  Banking  Committee  on  March  16,  1993, 
Secretary  Bentsen,  in  his  capacity  as  Chairman  of  the  TDPOB, 
requested  $45  billion,  of  which  $28  billion  would  be  for  funding 
the  RTC  and  $17  billion  would  be  for  funding  the  Savings 
Associations  Insurance  Fund  (SAIF)  of  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  which  will  assume  the  responsibility 
for  resolving  savings  and  loan  associations  that  fail  after 
September  30,  1993.   Together  with  the  $87  billion  previously 
provided,  the  $28  billion  would  bring  total  RTC  funding  to 
$115  billion.   These  figures  do  not  reflect  the  recent  reduction 
in  the  estimate  of  losses  based  on  the  General  Accounting 
Office's  (GAO)  preliminary  audit  of  the  RTC's  December  1992 
financial  statements.   As  a  result  of  the  GAO's  preliminary 
findings,  the  Treasury's  request  has  been  reduced  from 
$45  billion  to  $42  billion,  $25  billion  for  the  RTC  and 
$17  billion  for  SAIF. 

It  should  be  emphasized  that  any  funding  request  for  the  RTC  is 
necessarily  based  on  estimates  of  future  losses,  and  that  the 
actual  cost  of  the  savings  and  loan  cleanup  will  not  be  certain 
until  the  last  asset  from  the  last  failed  thrift  is  sold. 
Accordingly,  the  RTC  and  the  Oversight  Board,  when  preparing  loss 
estimates,  do  so  in  terms  of  a  range  of  possible  outcomes.   A 
pessimistic  outlook  produces  the  high  end  of  the  range  and  an 
optimistic  outlook  produces  the  low  end  of  the  range.   Within 
this  range,  a  single  estimate  is  produced  based  on  current  loss 
experience  as  applied  to  the  likely  work  load  the  RTC  will  handle 
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prior  to  September  30,  1993.   As  indicated  in  Secretary  Bentsen's 
March  16,  1993  testimony,  the  $45  billion  figure  was  the  amount 
needed  for  the  high  end  of  the  range  of  losses  estimated  by  the 
Oversight  Board  at  that  time.   As  further  explained  by  Secretary 
Bentsen;  "We  hope  that  we  will  use  less  than  $45  billion,  but  we 
believe  our  request  is  sufficient  to  complete  the  job,  once  and 
for  all,  so  that  we  will  not  come  back  to  you  to  ask  again  for 
funds . " 

As  to  whether  the  restoration  of  the  $18.3  billion  will  be 
sufficient  for  the  RTC,  assuming  there  is  not  a  significant 
downturn  in  the  economy,  we  believe  it  should  be.   It  is  clear, 
however,  that  restoration  of  the  $18.3  billion  will  provide 
considerably  less  assurance  that  further  funding  requests  can  be 
avoided  than  the  $25  billion  funding  request  made  by  the 
Administration. 

2.    QUESTION:   It's  my  understanding  that  the  remaining  assets 
of  RTC's  inventory  are  of  the  hardest-to-sell  variety,  such  as 
delinquent  loans.   Will  RTC  need  new  strategies  to  maximize 
recovery  on  these  less  attractive  assets?  Will  the  practice  of 
"bulk  sales"  continue  to  be  cost-effective  under  these  new 
circumstances?  What  different  challenges  do  you  anticipate  with 
respect  to  waste,  fraud  and  abuse  in  RTC's  efforts  to  sell  these 
assets? 

2.    RESPONSE:   The  RTC's  sales  strategies  continue  to  evolve  as 
it  is  charged  with  the  responsibility  for  the  sale  of  an 
unprecedented  volume  of  poor  quality  assets  for  maximum  recovery. 
We  anticipate  that  as  the  assets  get  more  and  more  difficult  to 
sell,  more  creative  methods  will  be  needed  to  maximize  value.   We 
do  expect,  however,  to  continue  to  utilize  existing  strategies  as 
appropriate  for  the  assets  in  our  inventory.   For  example,  as 
long  as  we  have  eligible  products,  we  will  continue  to  securitize 
and  enter  into  equity  partnerships  because  these  have  proven  to 
be  very  efficient  means  to  maximize  value  while  selling  a  large 
volume  of  assets.   In  the  case  of  equity  partnerships,  the  RTC 
participates  in  profits  from  the  subsequent  sale  of  the  assets. 
Bulk  sales,  while  scaled  down  in  size  of  the  pools  within 
offerings,  will  continue  for  non-securitizable  assets  not  under 
private  sector  management  or  which  are  volunteered  by  asset 
managers.   Again,  this  allows  the  RTC  to  sell  efficiently  while 
maximizing  value  through  professional,  well-managed  marketing 
campaigns  that  result  in  a  competitive  bidding  environment.   In 
all  instances,  whether  securitization  or  bulk  sales,  offers  for 
individual  assets  will  continue  to  be  evaluated  throughout  the 
multi-asset  marketing  period. 

The  RTC  recently  slowed  the  pace  of  its  sales  efforts  to  review 
its  internal  controls  related  to  the  sales  process.   Once  this 
review  and  any  modifications  are  completed,  our  biggest  challenge 
will  be  to  maintain  effective  controls,  including  oversight  of 
contractors,  during  ongoing  sales.   We  are  committed  to  assuring 
appropriate  controls  are  maintained. 
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3.   QUESTION:   The  RTC's  statutory  authority  to  receive  failed 
thrifts  ends  this  year,  on  September  30,  1993.   Between  this  time 
and  the  date  when  the  FDIC  takes  over  the  RTC's  mission,  what 
changes  do  you  foresee  for  your  office?  Will  your  staffing  needs 
remain  constant? 

3.  RESPONSE:   The  Office  of  Inspector  General  strategic  plans 
depend  in  large  measure  on  what  business  plans  are  adopted  by  RTC 
and  how  those  plans  are  implemented.   Currently,  the  statutory 
life  of  RTC  is  not  to  exceed  December  31,  1996.   We  anticipate 
the  continued  need  for  OIG  oversight  at  least  until  the  last 
activities  are  transferred  to  FDIC.   Currently,  OIG  staffing  is 
lower  than  we  would  like  due  to  certain  hiring  constraints  that 
we  have  faced.   We  anticipate  maintaining  current  staffing  levels 
(with  the  addition  of  about  10  to  15  staff  this  year  if  they  can 
be  hired)  until  such  time  that  RTC  itself  .will  cease  to  function 
as  an  entity  separate  from  FDIC. 

4.  QUESTION:   When  Treasury  Secretary  Lloyd  Bentsen  came  before 
the  House  Banking  Committee  on  March  16,  he  announced  that  the 
RTC  would  be  undertaking  nine  administrative  reforms.   At  what 
stage  is  this  reform  process?   Is  there  a  time-frame  for  their 
implementation? 

4.  RESPONSE:   RTC  management,  in  conjxinction  with  the  Oversight 
Board  staff,  is  currently  developing  initiatives  to  assure  that 
the  Secretary's  objectives  are  met  in  a  timely  manner.   Key 
milestones  and  accomplishments  will  be  tracked  on  a  Management 
Reporting  System  in  an  effort  to  keep  management  abreast  of 
developments . 

The  objectives  will  be  satisfied  over  varying  periods  of  time. 
Some  can  be  met  quickly  through  organizational  redesign  and 
staffing  decisions.   Others  require  fundamental  changes  in 
organizational  behavior  and  attitudes.   And,  some  require 
constant  and  ongoing  attention  to  continuous  improvement  and 
oversight,  particularly  in  the  areas  of  contracting  and  internal 
controls. 

5.  QUESTION:   The  Inspector  General  has  long  played  a  role  in 
recommending  RTC  reforms  in  the  past.   Are  you  currently  being 
consulted  as  to  the  drafting  and  implementation  of  reforms  in  the 
nine  categories? 

5.  RESPONSE:   Yes,  the  Inspector  General  has  personally  been 
consulted  by  both  the  Interim  CEO  and  his  senior  staff  as  well  as 
the  Thrift  Depositors  Protection  Oversight  Board. 

6.  QUESTION:   One  of  these  reform  areas  dealt  with  the 
Professional  Liability  Section  (PLS) ,  which  pursues  litigation 
against  those  directors,  officers,  and  others  who  have 
contributed  to  S&L  losses  and  failures.   I  am  pleased  that  the 
Secretary  has  recognized  the  need  for  reforms  in  the  PLS  — 
because  I  have  some  serious  concerns  about  the  civil  recovery 
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strategy  of  the  RTC.   However,  the  Secretary's  comments  on  this 
topic  were  rather  broad.   What  specific  shortcomings  does 
Secretary  Bentsen  see  in  the  PLS?   I'd  like  to  be  kept  informed 
as  to  the  status  of  specific  reforms  in  this  area. 

6.  RESPONSE:   In  his  testimony  before  the  House  Committee  on 
Banking,  Finance  and  Urban  Affairs  on  March  16,  1993,  Secretary 
Bentsen  outlined  initiatives  intended  to  strengthen  the  RTC's 
management  in  several  areas.   These  initiatives  specifically 
addressed  the  RTC's  Professional  Liability  Section.   Secretary 
Bentsen  stated  that  one  of  the  initiatives  to  strengthen  RTC 
management  would  be  to  improve  the  PLS: 

Fifth,  improve  RTC's  Professional  Liability  Section:   I 
have  asked  that  the  interim  CEO  review  and  recommend 
improvements  in  the  organization  and  staffing  of  the 
RTC's  Professional  Liability  Section  (PLS) .   These  are 
the  RTC  lawyers  who  pursue  claims,  on  the  taxpayers' 
behalf,  against  thrift  managers  and  others  who 
contributed  to  the  losses  through  negligence  or 
misconduct.   We  are  committed  to  building  a  PLS  that 
operates  in  a  professional  and  competent  manner  subject 
to  appropriate  management  review. 

7.  QUESTION:   I  understand  that  the  whole  area  of  professional 
liability  is  not  directly  under  your  responsibility,  but  at  the 
very  least,  you  are  charged  with  ensuring  these  operations  are 
cost-effective.   It's  my  understanding  that  RTC  has  concluded 
investigation  and  litigation  at  only  30  percent  of  the 
institutions  currently  under  its  control.   Between  RTC  and  FDIC, 
how  many  professional  liability  suits  are  currently  pending? 
What  is  the  projected  increase  of  RTC-initiated  professional 
liability  suits  over  the  next  5  years? 

7.  RESPONSE:   As  of  March  31,  1993,  the  RTC  PLS  had  226  pending 
offensive  lawsuits. 

Of  the  751  thrifts  which  have  failed  and  are  under  RTC  control, 
all  professional  liability  claims  have  been  closed  in  222 
thrifts.   PLS  is  either  continuing  to  investigate  or  pursue 
professional  liability  claims  in  the  529  remaining  thrifts.   In 
addition  to  the  226  lawsuits,  967  separate  PLS  investigations 
remain  open  as  of  March  31,  1993.   It  is  likely,  if  trends 
continue,  additional  lawsuits  will  be  filed  as  a  result  of  these 
investigations  and  claims.   It  is  difficult,  however,  to 
accurately  predict  the  number  of  PLS  lawsuits  which  could  be 
filed  over  the  next  five  years. 

8.  QUESTION:   I  note  that  of  all  the  PLS  suits  to  date,  only  11 
are  cases  that  went  to  final  judgement  through  trial.   The  other 
230  completed  cases  to  date  involved  a  settlement  of  some  kind. 
What  is  the  average  time  for  a  professional  liability  suit  to  run 
its  full  course? 
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8.  RESPONSE:   Historically,  the  investigative  and  pre-complaint 
filing  stages  have  taken  anywhere  from  two  to  three  years.   Most 
matters  are  projected  to  teike  two  to  three  years  from  complaint 
filing  through  trial.   Appeals,  if  any,  would  add  at  least  one 
more  year  to  this  time.   The  present  caseload  of  the  RTC  can  be 
expected  to  include  at  least  some  matters  which  will  still  be 
active  four  to  five  years  into  the  future,  perhaps  longer. 

9.  QUESTION:   What  is  being  done  by  the  RTC  to  ensure  that 
those  who  are  sued  have  access  to  a  fair  and  speedy  trial? 

9.  RESPONSE:   As  soon  as  an  institution  is  taken  over  by  the 
RTC,  the  RTC  assigns  an  investigator  and  a  PLS  attorney  to  begin 
an  in-depth  investigation  and  analysis  of  potential  professional 
liability  claims.   Once  the  RTC  has  identified  those  claims  which 
are  the  most  meritorious  and  cost-effective  to  pursue  in 
litigation,  the  assigned  PLS  attorney  contacts  the  potential 
targets  of  a  lawsuit  and  offers  them  the  opportunity  to  discuss 
settlement  possibilities  prior  to  the  filing  of  a  complaint.   If 
settlement  is  not  possible,  the  RTC  will  file  its  complaint  and 
will  conduct  the  pre-trial  and  trial  stages  in  as  expeditious  a 
fashion  as  is  dictated  by  the  uniqueness  of  each  individual 
matter.   The  RTC  is  always  receptive  to  conducting  settlement 
discussions  with  potential  defendants  as  a  means  to  enhance  a 
swifter  and  more  cost-efficient  resolution  of  its  claims. 

10.  QUESTION:   I  am  concerned  that  the  RTC  civil  recovery 
strategy  may  sometimes  focus  on  those  who  have  marginal  or  no 
involvement  in  financial  institution  failure,  while  bypassing 
those  who  are  truly  guilty.   How  does  the  RTC  determine  whom  to 
file  professional  liability  suits  against?   Is  it  accurate  that 
the  standard  of  culpability  can  vary  from  state  to  state?  What 
are  these  standards? 

10.   RESPONSE:   RTC  investigators,  RTC  attorneys  and  their 
outside  counsel  review  the  records  accumulated  by  the  failed 
institution,  talk  with  witnesses,  voluntarily  and  under  subpoena, 
examine  reports  of  thrift  examiners,  auditors  and  attorneys 
employed  by  the  failed  thrift  and,  where  appropriate,  retain 
experts  to  examine  transactions  and  documents.   The  RTC  is 
increasingly  utilizing  its  administrative  subpoena  powers  to 
discover  information  from  and  about  targeted  individuals  in  order 
to  obtain  more  information  about  their  activities  and  financial 
resources.   Ultimately,  all  of  this  information  is  evaluated  in  a 
variety  of  ways.   Litigation  risk  analysis  is  performed  by 
outside  counsel  and  in-house  attorneys  in  order  to  assess  the 
strength  of  the  RTC's  claims  and  the  likelihood  that  a  successful 
outcome  can  be  achieved.   Potential  damage  recoveries  are 
assessed  and  compared  with  available  resources  in  order  to 
determine  whether  actual  recovery  is  likely  if  claims  are 
successfully  asserted.   The  costs  and  expenses  of  pursuing  the 
claims  are  estimated  and  reviewed  by  the  RTC  staff.   If,  after 
all  of  these  investigations,  estimates  and  calculations,  the 
staff  attorney  and  investigators  believe  that  there  is  a 
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substantial  likelihood  that  a  claim  may  be  asserted,  successfully 
and  cost-effectively,  a  formal  recommendation  is  made.   This 
recommendation  is  reviewed  by  senior  officials  in  the  Division  of 
Legal  Services  and  the  business  side  of  the  RTC.   If  all  concur 
in  the  analysis  and  recommendation,  a  civil  action  is  approved. 
At  this  point,  efforts  to  achieve  a  negotiated  settlement 
beneficial  to  the  RTC  are  normally  attempted.   If  these  prove 
unsuccessful,  a  lawsuit  is  filed. 

The  RTC  judges  claims  against  potential  defendants  based  on  the 
causes  of  action  available  to  it,  taking  into  account  the 
applicable  standards  for  assessing  liability  under  state  or 
federal  law  and  the  facts  which  have  been  revealed  in  its    - 
investigation.   The  RTC  believes  that  "simple  negligence"  is  a 
national  standard,  and,  whether  through  state  law  or  federal 
common  law,  is  the  standard  of  care  for  directors  and  officers  of 
both  state  and  federal  chartered  institutions,  and  that  such 
claims  are  authorized  by  section  1821  (k) .   Courts  in  some 
jurisdictions,  however,  have  held  that  the  RTC  must  establish 
that  such  parties  were  grossly  negligent.   Although  the  RTC  takes 
the  position  that  directors  and  officers  breached  their  duties  to 
the  failed  thrift  if  they  failed  to  use  reasonable  care  in  the 
performance  of  their  duties,  i.e.,  "simple  negligence,"  local  law 
in  some  states  would  hold  that  liability  lies  only  for  conduct 
that  was  "grossly  negligent".   The  FDIA,  as  amended  by  FIRREA,  12 
U.S.C.  1821  (k) ,  guarantees  that  no  more  onerous  standard  of 
liability  than  gross  negligence  shall  be  applied. 

11.   QUESTION:   How  does  the  RTC  exercise  oversight  of  outside 
legal  services? 

11.  RESPONSE:   All  PLS  cases  are  closely  monitored  by  PLS 
attorneys  and  their  supervisors.   No  important  filings  or 
strategy  decisions  are  made  without  prior  review  and  approval  by 
RTC  personnel.   The  RTC  PLS  hires  only  attorneys  it  believes  to 
be  competent  and  ethical,  and  only  after  a  competitive  bidding 
process  which  takes  into  account  these  factors  and  the  fees 
charged  for  RTC  work.   Every  firm  that  works  for  the  RTC  offers 
substantial  discounts  to  the  agency  from  its  normal  billing  rates 
and  frequently  makes  substantial  concessions  on  expense  items 
such  as  travel  expenses  and  administrative  costs.   Before  any 
case  is  approved  or  fees  are  paid  for  a  PLS  matter,  there  must  be 
approval,  by  staff  attorneys  and  one  or  more  supervisors,  of  a 
detailed  case  plan  and  budget.   This  budget  is  constantly 
monitored  to  make  sure  that  the  firm  remains  in  compliance. 

12.  QUESTION:   Is  your  office  involved  in  auditing  and 
overseeing  outside  legal  counsel?  Are  you  involved  in  assessing 
the  cost  effectiveness  of  individual  on-going  suits? 

12.   RESPONSE:   More  than  1,000  outside  law  firms  have  provided 
legal  services  to  RTC  at  a  cost  approaching  $1  billion. 
Consequently,  the  RTC  OIG  has  undertaken  audits  of  the  major 
legal  service  providers.   There  are  seven  in-house  audits  in 
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progress.   Previously  completed  audits  have  disclosed  significant 
findings.   In  one  case,  we  questioned  more  than  $270,000  in  legal 
fees  and  expenses.   Because  of  the  large  number  of  law  firms 
involved  and  OIG  staffing  limitations,  it  has  been  necessary  to 
supplement  our  in-house  audits  by  competitively  soliciting 
independent  public  accountants  to  assist  in  the  audit  effort.   At 
the  present  time,  the  OIG  has  awarded  contracts  to  two  IPAs  to 
audit  50  law  firms.   The  legal  fees  and  expenses  to  be  audited 
exceed  $180  million.   The  OIG  has  a  staff  of  eight  that  is 
closely  supervising  the  IPA  audit  effort. 

The  audit  objectives  are  to  determine  (1)  whether  a  law  firm's 
billings  accurately  reflect  the  charges  for  professional  services 
actually  and  productively  rendered,  and  (2)  whether  the  expenses 
incurred  for  representing  RTC  and  FDIC  interests  are  reasonable, 
allowable,  and  allocable  in  accordance  with  applicable  laws, 
rules,  regulations,  RTC  and  FDIC  guidelines  and  policies,  and  the 
terms  of  the  legal  services  agreement.   We  plan  to  award  a  second 
round  of  legal  audit  contracts  for  an  additional  50  law  firms  by 
the  end  of  this  fiscal  year. 

The  OIG  is  not  currently  assessing  the  cost-effectiveness  of 
individual  matters  under  litigation  or  the  process  for  selecting 
outside  counsel  for  individual  matters. 

Under  existing  RTC  OIG  staffing  restrictions  and  contracts  with 
independent  public  accountants,  it  would  not  be  possible  for  the 
OIG  to  evaluate  either  the  selection  process  for  each  individual 
matter  or  the  cost-effectiveness  of  each  litigation  activity.   On 
July  1,  1992,  the  OIG  issued  an  audit  report  entitled.  Controls 
Over  RTC's  Legal  Services  Agreements.      In  that  report,  the  OIG 
addressed  several  issues  related  to  the  selection  process, 
including  the  need  for  RTC  to  establish  controls  to  ensure 
competitive  retention  policies  are  followed  and  to  ensure  that 
evaluations  of  outside  counsel  are  prepared  and  used.   The  RTC 
Legal  Division  has  recently  changed  the  process  through  which 
outside  counsel  is  selected.   Rather  than  having  individual  RTC 
attorneys  make  the  selections,  selections  are  now  being  made  by 
committees  established  in  each  of  RTC's  six  major  offices.   These 
committees  include  representatives  of  RTC's  Office  of  Contracts, 
as  well  as  Legal  Division  and  other  representatives.   Because 
this  process  has  just  started,  it  is  too  soon  to  determine  its 
effectiveness.   However,  we  are  considering  including  in  our  FY 
1994  Audit  Plan  an  audit  of  this  process. 

RTC  legal  actions  often  do  not  result  in  monetary  recoveries. 
Outside  counsel  will  represent  RTC  interests  when  the  Corporation 
is  being  sued  by  others  or  when  there  is  a  need  to  file  motions, 
take  depositions,  or  conduct  other  legal  activities  required  by 
RTC  that  are  not  expected  to  result  in  monetary  recovery. 
However,  within  the  RTC  Division  of  Legal  Services,  the 
Department  of  Litigation,  through  its  Professional  Liability 
Section  (PLS) ,  has  responsibility  for  controlling  most  of  the 
legal  actions  related  to  RTC's  recovery  of  funds.   For  each  law 
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suit,  PLS  performs  a  Litigation  Risk  Analysis  (LRA)  in  an  attempt 
to  determine  the  probability  of  litigation  success.   In 
conjunction  with  the  LRA,  PLS  also  performs  a  thorough  analysis 
of  the  financial  capabilities  of  the  target(s)  of  the  litigation. 
PLS  accomplishes  its  analysis  by  conducting  asset  searches, 
researching  available  data  banks,  and  issuing  administrative 
subpoenas.   PLS  also  prepares  case  plans  and  budgets  for  each 
legal  matter  to  be  litigated.   Throughout  the  entire  litigation 
process,  PLS  is  constantly  adjusting  its  probability  of  success 
in  accordance  with  changing  circumstances.   The  on-going  process 
involves  frequent  reassessments  of  the  cost-effectiveness  of  the 
litigation.   The  closer  a  litigation  comes  to  trial,  the  greater 
is  PLS's  ability  to  assess  the  chance  for  success  and  the 
litigation's  cost-effectiveness. 

According  to  PLS  management,  there  are  more  than  200  cases  in 
progress  and  each  case  can  be  expected  to  take  from  3  to  5  years 
to  litigate  completely.   Because  most  of  the  cases  have  been 
filed  within  the  past  year,  it  is  too  early  to  accurately  predict 
the  outcomes  and  to  gauge  the  law  suits'  cost-effectiveness.   In 
addition  to  PLS,  the  General  Litigation  and  Bankruptcy/Complex 
Litigation  Sections  use  similar  methods  to  assess  the  feasibility 
of  continuing  a  specific  litigation.   The  OIG  report  mentioned 
above  also  addressed  this  area.   Specifically,  it  discussed  the 
need  for  RTC  to  implement  better  cost  control  mechanisms, 
including  the  use  of  budgets  for  matters  referred  to  outside 
counsel. 

13.   QUESTION:   How  much  has  the  RTC  spent  on  legal  fees  to 
outside  law  firms  pursuing  professional  liability  suits?   How 
much  has  the  government  recovered  from  civil  suits?   Criminal 
suits?  What's  the  ratio  of  government  costs  to  litigate  versus 
assets  recovered? 

13.   RESPONSE:   As  of  March  31,  1993,  the  RTC  PLS  has  agreed  to 
settlements  totalling  $385  million.   We  have  actually  received 
$362  million,  in  both  settlements  and  judgments.   As  of  March  31, 
1993,  the  RTC  spent  a  total  of  $174  million  in  outside  legal  fees 
and  expenses  to  investigate  and  litigate  all  professional 
liability  claims  pursued  to  date.   To  date,  the  majority  of  the 
amount  spent  on  outside  legal  fees  and  expenses  has  been 
dedicated  to  ongoing  investigations  and  pending  litigation  and  as 
such,  we  do  not  know  what  the  ultimate  recovery  amount  will  be  on 
these  matters  and,  therefore,  cannot  provide  a  cost-to-recovery 
ratio.   However,  of  the  $174  million,  $8  million  was  paid  in 
legal  fees  and  expenses  to  investigate  and  litigate  the  33 
lawsuits  which  have  been  resolved  as  a  result  of  settlement.   The 
resolution  of  these  33  lawsuits  has  resulted  in  a  total  recovery 
of  $47  million  for  a  net  recovery  of  $39  million  or  a  6  to  1 
recovery  rate.   (See  Attachment  A.)   As  the  PLS  caseload  matures 
into  additional  settlements  or  judgments,  it  is  anticipated  that 
this  recovery  ratio  will  continue. 

The  Department  of  Justice  is  the  primary  federal  agency 
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responsible  for  investigating  and  prosecuting  criminal  offenses. 
Although  the  RTC  has  no  authority  to  pursue  criminal  actions,  it 
frequently  works  with  Justice  to  obtain  for  the  RTC  criminal 
restitution  orders  pursuant  to  the  provisions  of  the  Victim  and 
Witness  Protection  Act.   To  date,  the  RTC's  Office  of 
Investigations  reports  that  the  RTC  has  received  $11,525,479  in 
criminal  restitution. 

14.   QUESTION:   What  is  the  RTC's  policy  regarding  settlement? 
What  has  been  done  to  eliminate  obstacles  to  settlement  that 
would  continue  costly  litigation? 

14.  RESPONSE:   It  is  the  RTC's  policy  to  pursue  settlement 
discussions  as  soon  as  practicable  after  it  has  identified  all 
meritorious  and  cost-effective  claims  and  before  it  has  filed  a 
complaint.   The  PLS  attorneys  make  every  effort  to  obtain  good 
faith  settlements  prior  to  the  initiation  of  litigation,  and 
throughout  the  litigation  process.   This  effort  includes  using 
"tolling  agreements"  to  stay  the  running  of  the  statute  of 
limitations  when  productive  settlement  negotiations  are 
proceeding.   There  are  no  "obstacles"  to  settlement  interposed  by 
the  RTC. 

15.  QUESTION:   At  what  point  is  a  case  turned  over  to  the 
Justice  Department?  How  many  Criminal  cases  has  the  Justice 
Department  solved  to  date?  How  much  has  been  collected  from 
successful  criminal  cases?   In  the  recent  and  highly  publicized 
NBW  case,  the  FDIC  transferred  the  responsibility  for  the  case 
from  an  outside  legal  firm  to  the  DOJ  in  an  effort  to  save  costs. 
How  often  does  such  a  transfer  take  place?  What  obstacles  would 
prevent  RTC  or  FDIC  from  saving  additional  taxpayer  funds  by 
making  such  transfers  more  commonplace? 

15.   RESPONSE:   The  RTC  immediately  refers  suspected  instances  of 
criminal  misconduct  to  the  Department  of  Justice  and  other 
appropriate  law  enforcement  agencies  when  there  is  a  reasonable 
basis  for  believing  that  a  crime  has  occurred,  is  occurring,  or 
may  occur.   There  is  no  requirement  that  a  determination  first  be 
made  that  the  suspected  criminal  misconduct  is  actually  in 
violation  of  a  particular  criminal  statute  or  will  result  in  a 
criminal  indictment  or  conviction.   That  determination  is  made  by 
the  appropriate  criminal  law  enforcement  agency.   A  referral  of 
suspected  criminal  misconduct  may  be  made  by  any  RTC  employee. 

With  respect  to  civil  matters,  the  Department  of  Justice,  Civil 
Division  ("Justice")  is  presently  responsible  for  litigating  all 
PLS  claims  being  brought  in  connection  with  an  Illinois  thrift, 
and  is  responsible  for  conducting  an  investigation  of  PLS  claims 
at  a  Florida  thrift.   These  matters  were  referred  to  Justice 
pursuant  to  a  Memorandum  of  Understanding  ("MOU") .   The 
determination  of  whether  to  recommend  that  Justice  act  as  RTC's 
outside  counsel  originates  with  the  line  attorney  responsible  for 
PLS  matters  at  a  particular  thrift.   This  recommendation  is  made 
to  the  Assistant  General  Counsel  for  PLS. 
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Some  of  the  factors  which  go  into  determining  whether  to  refer  a 
particular  civil  matter  to  Justice  are:   (1)  whether  Justice  has 
sufficient  staff  to  devote  to  the  matter,  (2)  the  expertise  of 
the  Justice  attorneys  that  would  be  assigned,  (3)  geographic 
proximity  to  the  institution,  (4)  cost  benefit,  and  (5)  whether  a 
conflict  might  arise  due  to  criminal  investigations  at  the 
institutions. 

The  RTC  has  no  independent  authority  to  pursue  the  investigation 
or  prosecution  of  criminal  offenses.   Therefore,  RTC  recommends 
that  the  Department  of  Justice  be  consulted  for  information 
concerning  "solved"  criminal  cases  and  the  amounts  collected  from 
criminal  cases. 

16.   QUESTION:   Does  RTC  take  into  account  whether  a  targeted 
director  or  officer  has  liability  insurance  in  deciding  to 
initiate  litigation?   Does  the  wealth  of  the  targeted  director  or 
officer  come  into  consideration  in  RTC  decisions  about  whether  to 
litigate?  What  percentage  of  funds  recovered  in  professional 
liability  cases  has  come  from  insurance  companies? 

16.   RESPONSE:   The  RTC  routinely  considers  whether  targeted 
directors  or  officers  have  liability  insurance  coverage  and  the 
value  of  their  recoverable  assets  during  its  investigation  and 
litigation  analysis  of  claims.   The  ultimate  decision  to  pursue 
claims  through  litigation  is  based  on  both  the  strength  of  the 
claims  and  the  likelihood  of  a  cost-effective  outcome.   Of  the 
$362  million  recovered  as  of  March  31,  1993,  sixty-five  (65%) 
percent  has  been  paid  by  insurance  companies  and  thirty-five 
(35%)  percent  from  individuals. 
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Mr.  Torres.  Thank  you,  Mr.  Chairman. 

Mr.  Inspector  General,  thank  you  very  much  for  your  appear- 
ance this  morning.  I  am  heartened,  of  course,  to  hear  that  the  Sec- 
retary of  the  Treasury,  Mr.  Bentsen,  is  proposing  some  new  guide- 
hnes  in  terms  of  streamlining  and  making  adjustments  for  opportu- 
nities for  women  and  minorities. 

As  you  know,  during  the  last  session  we  discussed  that  amply.  I 
would  like  in  the  same  vein  as  the  Chairman  has  presented  to  you 
a  number  of  questions  regarding  internal  personnel  matters,  espe- 
cially those  dealing  with  minority  contracting  and  outreach,  to 
present  some  questions  to  you  in  writing  and  not  have  to  duplicate 
some  of  the  questions  here  today.  I  hope  that  we  may  get  some  an- 
swers from  you. 

Mr.  Adair.  Absolutely. 

[The  information  follows:] 
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QUESTIONS  FOR  THE  RECORD  FROM  CONGRESSMAN  TORRES 

Congressman  Esteban  E.  Torres  provided  the  following  questions  to 
be  answered  in  the  hearing  record.  Since  the  questions  do  not 
pertain  directly  to  Office  of  Inspector  General  operations  or  work 
it  has  performed,  we  asked  RTC's  Office  of  Governmental  Affairs  to 
respond.  The  responses  to  the  questions  were  prepared  by  RTC's 
Division  of  Minority  and  Women's  Programs  in  consultation  with  the 
Office  of  Governmental  Affairs. 

1,  QUESTION:  The  provisions  of  the  1989  savings  and  loan  rescue 
bill,  known  as  FIRREA,  clearly  state  that  federal  bank  regulatory 
agencies  are  to  comply  with  equal  employment  opportunity 
requirements  and  are  to  establish  a  minority  and  women  outreach 
contracting  outreach  program.  Yet,  as  recently  as  last  year,  the 
House  Banking  Committee  found  that  the  federal  bank  agencies  have 
chosen  to  interpret  the  law  in  their  own  way,  resulting  in  far  less 
employment  of  women  and  minorities  than  expected.  There  also 
continues  to  be  a  concern  among  many  of  us  in  Congress  that 
minorities  and  women  are  not  receiving  a  fair  share  of  the 
contracts  awarded  by  the  agencies  and  when  contracts  are  awarded, 
they  often  receive  very  small  ones. 

What  information  systems  have  been  developed  at  the  agency  that 
provide  detailed  statistics  regarding  both  equal  employment 
opportunity  and  contracting  and  outreach  awards? 

1.  RESPONSE:  The  RTC  has  developed  the  Contracting  Activity 
Reporting  System  (CARS)  to  track  the  corporate  contracting  process 
from  inception  of  the  request  for  services  through  contract 
completion.  This  system  presents  information  about  solicitations, 
sub-solicitations,  prime  contracts,  and  subcontracts.  CARS  keeps 
solicitations  and  contract  data  available  and  up-to-date  in  a 
single,  nationwide  database  and  provides  detailed  or  summary 
reports  about  select  or  all  contracts.  CARS  also  tracks  the  RTC 
contract  outreach  statistics  for  number  of  solicitation  for 
services  (SOSs)  sent  to  minority  and  women  owned  businesses 
(MWOBs) ;  number  of  proposals  submitted  by  MWOBs;  and  number  and 
related  fees  awarded  to  MWOBs. 

The  RTC  Legal  Information  System  (RLIS)  tracks  referrals  and  the 
payment  of  fees  to  outside  counsel  who  perform  legal  services  for 
the  RTC  and  provides  detailed  statistical  reports  from  this  data. 

The  RTC  also  has  systems  that  provide  statistical  data  on  its  work 
force  including  information  on  race,  national  origin,  gender, 
handicap,  and  grade  levels  for  all  RTC  locations.  Another  system 
tracks  complaints  of  discrimination,  including  location,  issues, 
bases,  and  processing  times. 
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2.  QUESTION:  What  percentage  of  the  executive  level  positions 
and  how  many  of  the  highest  paid  positions  at  the  FDIC  are  held  by 
minorities  and  women?  Could  you  please  provide  the  most  current 
staffing  statistics  for  the  FDIC  showing  by  category  the  percentage 
of  employees  by  race,  sex,  disability  and  age.  Have  there  been  any 
changes  in  policies  and  procedures  regarding  equal  employment 
opportunity  during  the  past  year? 

2.  RESPONSE:  The  RTC  has  185  employees  at  the  executive  level. 
Minorities  are  in  7  percent  (13)  and  non-minority  women  are  in 
12  percent  (23)  of  the  executive  positions. 

The  following  charts  are  attached  and  provide  the  most  current 
staffing  statistics: 

Exhibit  1:  Corporation-wide  Work  Force  Profile  as  of 
April  17.  1993  -  These  charts  show  the  percentage  of  all 
employees  by  race,  gender,  grade,  and  pay  plan  (Executive,  GG, 
LG,  and  wage  grade  WG,  XP  and  XL  -  blue  collar) . 

Exhibit  2;  RTC  Individuals  with  Disabilities  Rummary  as  of 
April  17.  1993  -  These  charts  show  the  percentage  of  both  the 
permanent  and  temporary  disabled  work  force  by  headquarters, 
field  offices,  and  RTC-wide. 

Exhibit  3:  RTC  Work  Force  Aae  Under  40  as  of  April  17.  1993  - 
These  charts  show  the  percentage  of  all  employees  aged  39  and 
younger  by  race,  gender,  grade,  and  pay  plan. 

Exhibit  4:  RTC  Work  Force  Age  40  and  Over  as  of  April  17. 
1993  -  These  charts  show  the  percentage  of  all  employees  aged 
40  and  older  by  race,  gender,  grade,  and  pay  plan. 

Also  attached  are  four  new  directives  issued  by  the  Office  of 
Equal  Employment  Opportunity  (EEO)  and  Affirmative  Action  that 
institute  new  EEO  policies  and  procedures.  A  summary  of  the 
directives  follows: 

Exhibit  5:  EEO  Efforts  in  the  Referral  and  Selection  Process 
-  This  directive  sets  up  procedures  that  assess  the  EEO 
efforts  of  the  RTC  in  the  selection  of  positions  at  grades  13 
and  above  in  major /mission  occupations  where  there  is  a 
manifest  imbalance  or  conspicuous  absence  of  minorities, 
women,  and  people  with  disabilities.  The  selections  for  all 
these  positions  are  sent  to  the  Director,  Office  of  EEO  and 
Affirmative  Action,  for  review  and  concurrence  with  regard  to 
office  Affirmative  Action  goals  prior  to  notification  of  the 
selectee  for  the  position. 

Exhibit  6:  EEO  Counseling  Procedures  and  Collateral  Duty  EEO 
Counselors  -  This  directive  describes  the  revisions  to  the 
informal  EEO  Counseling  procedures  that  were  made  by  the  Equal 
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Employment  Opportunity  Commission's  Regulations  under  29  CFR 
Part  1614  and  lists  the  RTC  EEO  Counselors,  their  locations, 
and  telephone  numbers. 

Exhibit  7;  EEO  Committees  -  This  directive  established  EEO 
Committees  in  headquarters  and  each  of  the  field  offices  to 
assist  the  RTC  in  heightening  EEO  awareness  and  the  concept  of 
cultural  diversity. 

Exhibit  8;  Ecmal  Employment  Opportunity  Awards  Program  -  This 
directive  established  procedures  for  recognizing  supervisory 
and  non-supervisory  employees  who  have  assisted  the  RTC  in 
fulfilling  its  EEO  and  Affirmative  Action  goals  and  objectives 
through  an  EEO  Award. 

3.  QUESTION:  Could  you  describe  the  current  personnel  and 
structure  of  the  office  which  administers  your  equal  employment 
opportunity  programs?  What  is  the  current  reporting  structure  to 
the  Chairman's  office? 

3.  RESPONSE:  The  equal  employment  opportunity  programs  of  the 
RTC  are  managed  and  directed  by  Ms.  Johnnie  B.  Booker,  Vice 
President,  Division  of  Minority  and  Women's  Programs,  who  reports 
directly  to  the  Interim  President  and  CEO.  The  day  to  day 
operations  of  the  RTC's  equal  employment  opportunity  prograuns  are 
carried  out  by  staff  responsible  for  affirmative  action  programs 
and  complaint  adjudication. 

4.  QUESTION:  Could  you  please  provide  me  with  an  update  of  your 
minority  and  women  outreach  progreun.  I  aum  specifically  interested 
in  the  number  of  contracts  which  are  in  place  with  minority  and 
women-owned  entities  that  provide  a)  financial  services,  b) 
investment  banking,  c)  underwriting,  d)  accounting,  e)  legal 
services,  f)  management  of  institutions  g)  asset  management,  and  h) 
asset  disposition. 

4.  RESPONSE:  Exhibit  9  includes  all  contracts  awarded  with  the 
related  estimated  fees  for  36  contracting  service  codes  which  are 
tracked  in  the  Contracting  Activity  Reporting  System  (CARS) .  The 
service  codes  specifically  requested  are  not  tracked  by  CARS. 
However,  CARS  tracks  the  majority  of  these  codes  in  broader 
industry  brackets,  i.e.,  the  service  code  Accounting,  Audit,  and 
Financial  Services  is  inclusive  of  Accounting  and  Financial 
Services.  Thus,  the  following  data  will  define  for  your 
information  the  areas  which  are  consolidated. 

Accounting,  Audit,  and  Financial  Services  (AA)  includes: 
accounting  -  temporary  services;  accounting  -  bookkeeping; 
blind  shoppers;  cash  management;  financial  audits;  financial 
consultants;  financial  projections;  insurance  liability  on 
deposit  accounts;  and  property  audits. 
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Securities  (SE)  includes:  investment  banking  and  underwriting 
of  below-investment  grade  debt;  bonds;  government  debt; 
mortgage  backed  securities;  mortgage  derivative  securities; 
portfolio  analysis;  state  and  municipal  debt;  common  stock; 
preferred  stock;  other  stock;  and  utility  debt. 

Legal  services  (LE)  includes:  bankruptcy;  litigation;  and 
non-ligation  legal  matters.  These  services  do  not  include 
legal  services  contracted  by  the  RTC  Division  of  Legal 
Services . 

Management  of  Institutions  (FM)  includes:  management  of 
institutions  with  assets  from  under  $100  million  to  over 
$1  billion;  management  of  institution  operational  departments; 
management  of  troubled  institutions  under  contract;  management 
of  other  institutions;  and  closing  assistance. 

Asset  Management  (AM)  includes:  non-performing  or  troubled 
loans;  portfolios  of  performing  loan  asset  management;  real 
estate  owned  and  other  real  estate  portfolio  asset  management; 
real  estate  consulting;  and  property  management. 

Brokerage  (BR)  and  real  estate  sales /marketing  includes:  real 
estate  brokerage;  art  auctions;  furniture,  fixtures  & 
equipment  auctions;  real  property  auctions;  bulk  sales; 
business  brokers;  direct  marketing  &  sales;  property 
advertising;  real  estate  syndications;  and  signage. 

5.  QUESTION:  Can  you  also  provide  me  with  the  regulations  that 
are  required  under  FIRREA  to  implement  the  contract  outreach 
program?  I  would  ask  that  you  include  any  information  pertaining 
to  the  creation  of  executive  level  positions  to  administer  or 
oversee  minority  and  women  outreach  contracting  programs. 

5.  RESPONSE:  The  MWOB  Program  currently  operates  under  an 
Interim  Final  Rule  that  was  published  in  the  Federal  Register  on 
August  10,  1992.  (Exhibit  10)  All  major  revisions  have  been  made 
to  the  Final  Rule  on  the  RTC's  Minority  and  Women  Owned  Business 
and  Law  Firm  Program.  The  technical  changes  should  be  completed 
within  the  next  few  weeks.  The  Final  Rule  should  be  ready  for 
submission  to  the  Federal  Register  within  the  next  30  days.  The 
RTC  continues  to  work  with  the  Department  of  Treasury  to  expedite 
finalization  of  the  Rule.  In  accordance  with  Secretary  Bentsen's 
nine-point  reform  initiatives,  the  RTC  named  Ms.  Johnnie  B.  Booker 
to  the  new  position  of  Vice  President  for  the  Division  of  Minority 
and  Women's  Programs.  As  stated  in  our  response  to  question  #3, 
Ms.  Booker  reports  directly  to  the  Interim  CEO  and  serves  as  a 
voting  member  of  the  Executive  Committee,  the  RTC's  policy-making 
body.  Her  mandate  is  to  enhance  contracting  and  asset  acquisition 
opportunities  for  minorities,  women,  small  businesses,  and  small 
investors.  Exhibit  11  is  a  press  release  announcing  Ms.  Booker's 
new  position. 
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6.  QUESTION:  Do  the  FDIC  and  RTC  share  one  certification  process 
for  minority  and  women  contractors  for  financial  services  or  do  the 
agencies  act  independently? 

6.  RESPONSE:  The  RTC  and  FDIC  act  independently.  The  RTC's 
Division  of  Minority  and  Women's  Programs  administers  the 
certification  process  for  minority  and  women  owned  businesses, 
joint  ventures,  and  subcontractor  arrangements  seeking  to  contract 
and  do  business  with  the  RTC.  These  procedures  have  recently  been 
revised  and  strengthened  to  discourage  fraudulent  claims  and 
misrepresentations  of  business  ownership  and  management  control,  as 
well  as  to  ferret  out  front  operations.  In  addition,  these 
procedures  assure  that  only  eligible  firms  receive  bonus 
consideration  and  thereby  protects  the  .  integrity  of  the  HWOB 
Program.  These  new  and  expanded  MWOB  certification  procedures  are 
the  result  of  an  intensive,  four  month  effort  by  a  Corporation-wide 
task  force.  The  procedures  require  an  initial  document  review 
which  comprehensively  examines  a  firm's  financial  and  ownership 
records.  In  cases  where  contract  fees  are  expected  to  exceed 
$50,000,  the  document  review  is  followed  by  an  on-site  verification 
to  confirm  the  authenticity  of  a  firm's  ownership  and  management 
control . 
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TYPE   AND   NUMBER 
Circular   2710.10 

Mtiot¥rt00  wir  eoMfotMnom 

CONTACT 

Ix>ula  H.    Jones 

TELEPHONE   « 

(202)    416-4710 

DIRECTIVE  SYSTEM 

DATE 

January  29.   1993 

DATE  OF  CANCELUTION  (Bulletins  only) 

TO:      ,^JkJ^  Washington,  Field,  and  Satellite  Offices 

FROM:      Dennis  F.  (Jeer 

Vice  President  for  Administration  and 
Corporate  Relations 

SUBJECTT:   EEO  Efforts  in  the  Referral  and  Selection  Process 


1.  Purpose.   This  circular  specifies  the  Corporation's  policy 
and  the  procedures  to  be  used  in  assessing  ecjual  employment 
opportunity  (EEO)  efforts  in  the  referxal  and  selection  process 
as  well  as  for  internal  movements;  i.e.,  actions  in  the 
restructuring  and  downsizing  of  the  Corporation.   This  process 
has  been  designed  to  help  management  in  achieving  EEO  progr£un 
goals  and  objectives. 

2.  Scope .   This  circular  applies  to  all  managers  and 
supervisors  who  make  selections  or  internal  movement  actions  for 
positions  at  grades  13  and  eibove  in  major/mission  occupations 
where  there  is  a  manifest  imbalance  or  conspicuous  absence  of 
minorities,  women,  and  people  with  disaibilities.  Major/mission 
occupation  means  positions  in  the  1101,  1160,  905,  510,  301,  334, 
and  950  series. 

3.  PoJ,?.cy 

a.  It  is  the  policy  of  the  Resolution  Trust  Corporation 
that  all  employees  and  applicants  for  employment  be  free  from 
discrimination  based  on  race,  color,  religion,  sex,  national 
origin,  age,  and  physical  or  mental  handicap. 

b.  Pursuant  to  this  policy,  RTC  will  establish  and 
maintain  an  affirmative  program  of  equal  employment  opportunity 
for  all  employees  and  applicants  for  employment. 

c.  While  responsibility  for  the  mimagement  of  the  EEO 
program  is  lodged  with  the  Director,  Office  of  Equal  Employment 
Opportunity  and  Affirmative  Action  (OEEO/AA) ,  the  responsibility 
for  the  designation  and  accomplishment  of  EEO  program  goals  and 
objectives  rests  with  the  Corporation's  managers  and  supervisors. 
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level,  it  will  be  referred  to  the  Assistant  Vice  President  for 
Minority  and  Women's  Programs,  the  senior  official  in  the  progrzus 
area,  and  the  Vice  President  of  Administration  and  Corporate 
Relations  for  resolution.   However  in  the  case  of  a  position  in 
the  Office  of  Inspector  General,  the  matter  will  be  referred  to 
the  Inspector  General  for  resolution. 

b.    Selecting  by  Other  Methods.  Managers  and  supervisors 
will  notify  the  EEO  Action  Officer  on  RTC  Internal  Movement 
Actions  (RTC  Form  2710/03)  (Attachment  D)  before  internal 
movement  actions  (promotions,  details,  reassignments ,  etc.)  are 
made  at  grades  13  and  above  in  major/mission  occupations  where 
there  is  a  manifest  imbalance  of  conspicuous  absence  of 
minorities,  women,  and  people  with  disabilities  in  accordance 
with  the  President  and  CEO's  memorandum  on  Restructuring  and  EEO 
Considerations  dated  August  13,  1992,  (Attachment  E) .   Field  EEO 
Action  Officers  will  track  internal  movement  actions  in 
accordance  with  the  AAP  goals  that  have  been  set  for  their 
offices.   EEO  Acction  Officers  will  make  RTC  Form  2710/03 
available  to  the  Director,  OEEO/AA,  for  review.   These  forms  will 
be  used  to  track  the  progress  in  achieving  AAP  goals. 

5.    Responsibilities 

a.  The  President  and  CEO  has  overall  responsibility  for 
the  establishment  and  operation  of  a  sound  staffing  program. 

b.  Senior  Vice  Presidents  and  Vice  Presidents  are 
responsible  for  establishing  and  accomplishing  AAP  numerical 
goals  where  there  is  a  manifest  imbalance  or  conspicuous  absence 
as  defined  in  this  circular. 

c.  Selecting  Officials  are  responsible  for  insuring  that 
selectees  are  not  notified  of  a  tentative  selection  prior  to 
review  of  its  EEO  aspects. 

d.  The  Director  of  OEEO/AA  is  responsible  for  insuring 
that  the  review  of  selections  is  made  as  expeditiously  as 
possible.   The  Director,  OEEO/AA,  will  delegate  the  authority  to 
conduct  this  review  whenever  he/she  is  absent  from  his/her  duty 
station  for  more  than  2  workdays. 

e.  The  Director.  OHRM.  and  field  administrative  staff  are 
responsible  for  insuring  that  RTC  Form  2710/02  and  Attachment  C 
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"^  ATTACHMENT  C 


SeSOlUTION  TBUST  CORPORATION 

lt«aalviii(  The  Crisb 
Rcttortof  The  Coolidcooe 

January  5,  1993 

MEMORANDUM  TO:   Selecting  Officials 

FROM:  Jo-Ann  Henry  (Headquarters) 

Director,  Office  of  Human  Resources  Management 

or 
Administrative  Officer  (Field) 

SUBJECT;        EEO  Efforts  in  the  Referral  and  Selection  Process 

Attached  is  the  certificate/roster  of  eligibles  for  the  position  for 
which  you  are  recruiting.  In  accordance  with  the  new  directive  on 
"EEO  Efforts  in  the  Referral  and  Selection  Process,"  the  Office  of 
EEO  and  Affirmative  Action  (OEEO/AA)  will  be  reviewing  all  efforts 
in  the  referral  and  selection  process,  including  internal  movements, 
for  positions  at  grades  13  and  above  in  major/mission  occupations 
where  there  is  a  manifest  imbalance  or  conspicuous  absence  of 
minorities,  women,  and  people  with  disabilities.  The  position  for 
irtiich  you  are  recruiting  falls  within  the  purview  of  this  directive. 

The  directive  specifies  the  procedures  to  be  followed  and  requires 
selecting  officials  to  forward  Attachment  B  (attached)  of  the 
directive  and  the  certificate/roster  of  eligibles  detailing  the 
selectee's  niune,  sex,  race  and  handicap  code  (if  known)  to  Louis  H. 
Jones,  Director,  OEEO/AA,  in  Headquarters  for  review  and 
concurrence.  Notification  to  the  selectee  should  not  be  made  until 
after  review  by  the  Director,  OEEO/AA. 

The  Office  of  Human  Resources  Management  (OHRM)  and  OEEO/AA  will 
work  closely  together  to  ensure  that  all  appropriate  positions  are 
reviewed  as  required  by  the  directive.  Your  full  participation  and 
cooperation  in  this  process  is  expected  and  appreciated. 

Attachments 
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Resolution  Trust  Corporation 


August   13,    1992 


MEMORANDUM  TO:   Office  Vice  Presidents 


FROM:  Albert  V.  Casey 

President  and  CEO 


SUBJECT:        Restructuring  and  EEO  Considjirations 


During  my  recent  testimony  before  the  House  Committee  on  Banking, 
Finance  and  Urban  Affairs,  I  addressed  the  issue  of  Equal 
Employment  Opportunity  (EEO)  at  the  Resolution  Trust  Corporation 
(RTC) .   In  my  statement,  I  assured  the  Committee  that  RTC  is 
particularly  concerned  that  the  planned  restructuring  and 
downsizing  not  adversely  affect  minorities,  women,  and  people 
with  disabilities.   I  also  stated  that  we  were  reexamining 
recruitment  and  other  RTC  activities  to  ensure  that  these 
particular  employees  are  not  disadvantaged  in  the  planned 
downsizing.  As  a  part  of  these  efforts,  I  delegated  to 
Johnnie  B.  Booker,  Assistant  Vice  President,  Department  of 
Minority  and  Women's  Programs  the  task  of  conducting  an  analysis 
of  the  GG  12-15  employees  returning  to  FDIC  to  determine  if  the 
current  restructuring  and  downsizing  is  adversely  affecting 
minorities,  women,  and  individuals  with  disabilities. 

In  most  instances,  the  downsizing  is  not  adversely  affecting 
these  groups.  However,  I  have  asked  Ms.  Booker  to  continue  to 
monitor  this  situation.   I  am  also  asking  each  of  you  to  review 
the  composition  of  your  work  force  at  the  upper  levels  as  you 
work  toward  finalizing  your  new  staffing  assignments  and  your 
Management  Action  Plans  to  ensure  that  there  is  adequate  minority 
and  female  representation.   In  this  regard,  you  may  consult  with 
Louis  Jones,  Director,  Office  of  Equal  Employment  and  Affirmative 
Action,  Department  of  Minority  and  Women's  Programs  and  inform 
him  of  your  determinations.  Mr.  Jones  will  be  meeting  with  each 
of  you  in  the  near  future  to  discuss  EEO  issues. 

These  steps  should  ensure  that  our  actions  in  the  restructuring 
and  downsizing  of  the  Corporation  are  completed  in  the  most 
equitable  manner  possible,  and  that  we  give  EEO  considerations  a 
high  priority  in  the  process.   This  will  also  address  the  serious 
concerns  of  RTC  employees  and  reduce  their  need  to  resort  to  more 
formal  avenues  for  appeal. 
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EXHIBIT    6 


iflfc 


DIRECTIVE  SYSTEM 


TYPC  AND  HUMUI 

Circular  2710.7 


COMTAa 

lAttis  W.  Joaaa 


TELEPHONE  f 
202-73S-0903 


DATE 

Hovenber  30,  1992 


DATE  or  CANCELUTIOM  (lullttlm  only) 


TO:       ^ll^Employees 

FROM:     Dennis  F.  Geer 

Vice  President  for  Administration 
and  Corporate  Relations 

and 

Louis  W.  Jones,  Director^*w' 
Office  of  Equal  EDploynent  Opportunity 
and  Affirmative  Action 

SUBJECT;   EEO  Counseling  Procedures  and 
Collateral  Duty  EEO  Counselors 


1.  Purpose .  This  circular  specifies  the  revisions  in  informal 
EEO  Counseling  procedures  as  set  forth  in  the  Equal  Employment 
Opportunity  Commission's  (EEOC)  Regulations  under  29  CFR  Part  1714 
which  became  effective  October  1,  1992.  EEO  complaints  are 
currently  being  processed  by  the  RTC  Complaints  Adjudication  Unit 
tihich  is  located  at  FDIC.  The  current  list  of  RTC  Collateral  Duty 
Equal  Employment  Opportunity  (EEO)  Counselors  is  included  as 
Attachment  A. 

2.  Background.  Effective  October  .  1,  1992,  pursuant  to  EEOC 
Regulations  under  29  CFR  Section  1614,  there  is  a  change  in  the 
time  limits  imposed  for  aggrieved  persons  to  seek  EEO  counseling  as 
an  individual  or  class;  the  period  of  informal  counseling;  and  the 
rights  and  responsibilities  of  aggrieved  persons,  agency  officials 
and  EEO  Counselors,  in  the  informal  process. 

3.  General  Information.  Before  a  formal  individual  or  class 
discrimination  complaint  can  be  filed,  aggrieved  persons 
(employees,  former  employees  or  applicants  for  employment  with  the 
RTC) ,  who  believe  that  they  have  been  discriminated  against  based 
on  race,  color,  sex,  religion,  national  origin,  age,  mental  or 
physical  handicap,  or  reprisal  for  having  participated  in  or 
opposed  a  protected  EEO  activity,  must  first  contact  an  EEO 
Counselor  to  initiate  counseling  in  order  to  attempt  an  infprmal 
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a*  i^ot  -rv-. 


Attaolmant  A 


OFFICE  OF  EQUAL  OPPORTDHZTY 


RESOLDTZOM  TR08T  CORPORATZOH 
COLIATERAL  DUTY  EQUAL  EKPLOYKEHT  OPFORTUHZTY  COUNSELORS 

******************************************************************************* 
COUNSELORS  OFFICE  LOCATION  TELEPHONE  NO. 


Any  Del  Valle 


HEADQUARTERS  (801  17th  St) 


(202)  736-309 


Bennle  McDonald 
Sheila  Hankinson 


ATLANTA  OFFICE 
ATLANTA  OFFICE 


(404)  230-594 
(404)  225-570 


Christine  E.  Amand 
Harden  Bowers 
Diane  Finley 
Jeff  Young 


CALIFORNIA  OFFICE 
CALIFORNIA  OFFICE 
CALIFORNIA  OFFICE 
CALIFORNIA  OFFICE 


(714)  263-453- 

(714)  263-469- 

(714)  263-474! 

(714)  263-442 


Peggy  Morrison 


CHICAGO  OFFICE 


(708)  290-753. 


Janes  W.  Breedlove 
>^lejandro  B.  Chavez 

j:1  a.  Gilson 
Stephen  M.  Heintz 
Xavier  Sanchez 


DALLAS  OFFICE 
DALLAS  OFFICE 
DALLAS  OFFICE 
DALLAS  OFFICE 
DALLAS  OFFICE 


(214)  443-230! 

(214)  443-483' 

(214)  443-481: 

(214)  443-231' 

(214)  443-230( 


Mina  Allen 
Reynald  Clenons 
Debra  Eakin 
Dianne  Yee  Emerson 
Melanie  L.  Ronmel 


DENVER  OFFICE 
DENVER  OFFICE 
DENVER  OFFICE 
DENVER  OFFICE 
DENVER  OFFICE 


(303)  556-675< 

(303)  556-684< 

(303)  556-684: 

(303)  556-5985 

(303)  556-6583 


Pauline  T.  Allen 


HOUSTON  OFFICE 


(713)  888-273J 


Janes  F.  Abbott 

KANSAS 

CITY 

OFFICE 

Martha  L.  Bailey 

KANSAS 

CITY 

OFFICE 

Sandy   Aguirre  Mayer 

KANSAS 

CITY 

OFFICE 

Bernice  Parker 

KANSAS 

CITY 

OFFICE 

Don  F.  Sears 

KANSAS 

CITY 

OFFICE 

Patricia  L.  Morning 

KANSAS 

CITY 

OFFICE 

(816)  531-2212 

(816)  968-7034 

(816)  968-7135 

(816)  968-7292 

(816)  968-7292 

(813)  870-700C 
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Attachment  B 

RTC  COMFLXXMTS  ADJUDICATION  ONIT 

If  an  EEO  counselor  is  not  available  In  your  office,  you  may 
contact  a  counselor  in  another  office.  However,  if  you  have 
difficulty  contacting  and  EEO  counselor,  have  a  question  regarding 
the  EEO  counseling  process,  or  wish  to  initiate  a  class  complaint, 
contact  one  of  the  following  staff  of  the  Office  of  Equal 
Opportunity,  RTC  Complaints  Adjudication  Unit,  Washington,  D.C., 
for  assistance. 

NAME/POSITION  EZTEHSION 

Marva  C.  Gary,  RTC  Complaints  Adjudication  Manager  (202)  898-3679 
William  Taylor,  EEO  Specialist  (202)  898-7339 

Carlos  Delgado,  EEO  Specialist  (202)  898-6674 
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EXHIBIT    7 


geSOLUTION  TRUST  CORPORATION 

DIRECTIVE  SYSTEM 


Circular  2710.8 


OONTACT 

Louis  W.  Jones 


202-736-0903 


MTE 

He/OBobesc  16,  1992 


MIC  V  canceuahon  (auMtM  OMM 


TO:       All  Corporation  Employees 


FROM:     Albert  V.  Casey 
President  and  CE{ 

SUBJECT:   EEO  Committees 


1.  Purpose.   This  directive  establishes  and  defines  the  Equal 
Employment  Opportunity  (EEO)  Committees  within  the  Resolution 
Trust  Corporation  (RTC) .   The  purpose  of  these  Committees  is  to 
bring  together  our  cmltural  differences  and  strengths  as  a  means 
of  enhancing  equality  of  opportunity  for  all  employees.   The 
Committees  will  assist  the  Office  of  Equal  Employment  Opportunity 
and  Affirmative  Action  (OEEO/AA)  in  sponsoring  progrzuns  that 
address  cultural  differences  from  both  an  educational  zmd  social 
perspective. 

2.  Policy.   The  RTC  is  firmly  committed  to  promoting  equal 
employment  opportunity  through  an  effective  zmd  viable  Equal 
Employment  Opportunity  Progreun.   Pursuant  to  this  policy,  the 
Corporation  shall  establish  EEO  Committees.  Through  education, 
the  Committees  will  embark  upon  a  program  of  recognizing  and 
respecting  our  diverse  heritages  within  the  RTC. 


3.   Objectives  and  Goals. 
Committees  are  as  follows: 


The  objectives  and  goals  of  the  EEO 


a.  Assist  the  OEEO/AA  in  sponsoring  programs  that  address, 
cultural  diversity  and  recognize  the  unique  individual 
differences  and  contributions  of  our  culturally  diverse  work 
force; 

b.  Address  the  EEO  concerns  of  all  employees  by  promoting 
a  better  understanding  of,  and  seek  solutions  to  problems 
confronted  by  all  employees; 
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c.  Assist  the  RTC  in  promoting  and  establishing  the 
effective  and  full  participation  of  all  employees  in  their  work 
force ;  and 

d.  Encourage  effective  communication,  fellowship  zmd 
goodwill  among  RTC  employees  at  all  grade  levels. 

4.  Membership.   The  Committees'  membership,  both  in 
Headquarters  and  in  the  Field  Offices,  will  be  representative,  to 
the  extent  possible,  of  all  EEO  groups  (Black,  White,  Hispanic, 
Asian  American/Pacific  Islanders,  American  Indian/Alaskan  Native, 
Homen  and  Individuals  with  Disabilities) . 

a.  In  Headc[uarters ,  the  EEO  Committee  will  be  comprised  of 
two  representatives  from  each  department.  Vice  Presidents  will 
appoint  representatives  with  the  concurrence  of  the  Director, 
OEEO/AA. 

b.  The  EEO  Committees  in  the  field  will  be  comprised  of  at 
least  eight  individuals  from  each  Field  Office.   Committee 
members  will  be  appointed  by  the  Office  Vice  Presidents  with  the 
concurrence  of  the  Director,  OEEO/AA. 

c.  Bimonthly  meetings  of  the  Committees  will  be  in  a  forum 
in  which  representatives  cem  openly  discuss  a  wide  range  of 
issues  and  concerns  which  affect  all  employees.  VizUsle  solutions 
to  problems  confronted  by  employees  will  be  cjuickly  brought  to 
management's  attention. 

d.  The  Committees  are  expected  to  expand  their  focus  as 
new  issues  arise  and  are  brought  to  their  attention.  Through 
effective  communication,  the  EEO  Committees  will  break  down 
bzurriers,  increase  awareness  of  our  cultural  differences  and 
increase  cohesiveness  among  all  employees. 

5.  Subcommittees .  The  EEO  Committees  will  be  comprised  of 
subcommittees  which  will  meet  when  the  full  Committees  deem 
necessary.   Subcommittees  will  include  special  events,  public 
relations,  etc.   The  subcommittee (s)  will  provide  assistance  and 
contributions  to  assist  the  full  Committees  in  meeting  their 
established  goals  and  objectives. 
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6.  Meetings.   The  Director,  OEEO/AA,  will  chair  the  EEO 
Conmittee  meetings  in  Headquzurters .   The  Field  Vice  Presidents  or 
EEO  Action  Officer  will  chair  the  EEO  Committee  meetings  in  the 
Field  and  will  coordinate  the  Field  Offices'  concerns  with  the 
Director,  OEEO/AA.   Meetings  will  be  held  on  a  bimonthly  basis 
and  announced  by  memorandum.   Meetings  will  be  open  to  all 
employees  unless  specifically  stated  otherwise. 

The  President  and  CEO  will  meet  with  the  EEO  Committee  in 
Headquarters  on  a  semi-annual  basis,  and  where  possible,  meet  n 
with  the  Field  Office  representatives  when  visiting  their 
respective  offices. 

7.  Reports.   The  Director,  OEEO/AA,  will  submit  an 
accomplishment  report  of  the  Committees'  activities  to  the 
President  and  CEO  on  an  annual  basis  and  meet  with  the  President 
on  an   "as  needed"  basis  to  discuss  concerns  and  program 
initiatives  of  the  Committees. 

8.  Effective  Date.   This  directive  is  ef f ec^tve-iafifediately . 
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EXHIBIT    8 

Rit 

TT«  AND  IM«M 
Circular  2710.9 

CONTACT 

Loui.a  M.   Joaas 

TELEPHONE  f 
303    736-0903 

DIRECTIVE  SYSTEM 

DATE 

December   18, 

1992 

DATE  or  CANCEUATIOH  (BulUtint 

only) 

TO: 


FROM: 


All  Corporation  Employees 


Dermic 


^eer 


Vice  President  for  Administration 
and  Corporate  Relations 

SUBJECT:   Equal  Employment  Opportunity  Awards  Program 


1.  Purpose.   This  directive  esteiblishes  the  policy,  objectives, 
and  procedures  for  implementing  the  Equal  Employment  Opportunity 
(EEO)  Atraurds  Program  at  RTC.  Affirmative  Action  Program  success 
depends  upon  the  willingness  of  individuals  who  make  employment 
decisions  to  hire,  place  and  advance  qualified  minorities,  women 
and  individuals  with  disabilities.  - 

Managers /supervisors  and  nonsupervisory  employees  should  be 
recognized  for  their  achievements  in  helping  the  RTC  fulfill  its 
affirmative  action  obligations. 

2.  Policy 

a.  It  is  the  policy  of  the  U.S.  Government  and  the 
Resolution  Trust  Corporation  that  all  employees  and  applicants 
for  employment  be  free  from  discrimination  based  on  race,  color, 
religion,  national  origin,  sex,  age,  and  physical  or  mental 
handicap. 

b.  Pursuant  to  this  policy,  RTC  will  establish  and 
maintain  an  affirmative  program  of  equal  employment  opportunity 
for  all  employees  and  applicants  for  employment. 

3.  Definition.   The  term  "OEEO/AA,"  as  used  in  this  directive, 
is  defined  as  the  Office  of  Equal  Employment  Opportunity  and 
Affirmative  Action. 
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--4.-  -Prooraa  Obiaetivaa - 

ji.  ..    .Intensify  jutlvation  anong  aanagars/superviaors  to 
aggr*ssiv«ly  utills*  mlnoritlas,  women,  and  individuals  with 
_ disabilities  whose  naaes  appear  on  best  qualified  selection  and 
prooBotion  referral  rosters,  and  to  publicly  recognise  significant 
organisational  acoaaplisbaants  in  this  area. 

b.   ProBote  oospetition  throughout  RTC  for  aaxiauB 
participation. 

o.   Serve  as  a  vehicle  for  reducing  and  correcting  the 
■anifest  iabalance/conspiouous-absenoe-of- minorities,  women,  and 
individuals  with  disabilities  in  all  ooeupations  and  at  all  grade 
levels. 

S.       Types  of  Awards.  She  awards  will  be  divided  into  two 
categories.  One  award  for  a  siq>exvisor /manager  and  one  for  a 
non-supervisory  employee  will  be  conferred  in  Washington  and  in 
each  Field  Office. 

a.  An  honorary  plaque,  certificate,  and  a  special  act  cash 
award  not  to  exceed  $1,500  will  be  presented  in  each  category  for 
meritorious  employees  no  more  than  once  each  year. 

b.  In  addition,  those  nominees  for  the  A%rard  not  selected 
shall  be  recognised  for  their  achievements  by  a  certificate  of 
commendation . 

c.  No  a%rard  will  be  given  if  criteria  are  not  met. 

d.  Staff  of  the  Department  of  Minority  and  Women's 
Programs  will  not  be  eligible  for  these  EBO  Awards. 


6.   critwrifl 

a.   Supervisors  /Managers .  This  category  includes  personnel 
at  all  levels  of  siq>ervision  and/or  management  who  actively 
promote  EEO  above  and  beyond  the  strong  support  eiqMcted  of  all 
RTC  supervisors/managers.  Employees  in  this  category  should  have 
demonstrated  special  achievements  in  several  of  the  following 
areas: 
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, — (1).  proBote  EEO  In  and  outside  their  organization. 
Denonstrate  a  high  degree  of  sensitivity  to  employees'  individual 
skills,  abilities,  needs  emd  interests. 

(2)  Utilise  recruiting  techniques  and  hiring  practices 
to  advance  equal  opportunity  and  eliminate  or  reduce  manifest 
imbalance/ conspicuous  absence. 

(3)  Participate  in  EEO  collateral  duty  functions 
(e.g.,  EEO  Committee,  counselor,  or  EEO  Action  Officer). 

(4)  Motivate  employees  through  direct  encouragement 
and  assistance  to  develop  their  skills  ..to.  the  maximxim  extent. 
Initiate,  encourage  and  participate  in  training  and  developmental 
activities. 

(5)  Take  full  advantage  of  special  programs  such  as 
the  Schedule  A  and  B  Excepted  Appointments,  Summer  Employment 
Program  for  Individuals  with  Disabilities  and  the  Veteran's 
Readjustment  Act. 

(6)  Work  with  educational  institutions  to  promote 
careers  in  Finance  and  Asset  Marketing  to  develop  students  for 
summer  and  intern  jobs  at  RTC. 

(7)  Participate  and  promote  RTC  community  outreach 
activities  by  encouraging  employees  to  serve  as  tutors,  role 
models,  instructors,  speakers,  etc. 

(8)  Actively  provide  guidance,  counseling,  and 
effective  resolution  of  employee  discrimination  complaints  at  all 
stages . 

(9)  Actively  participate  in  and  attend  special  EEO 
programs  sponsored  by  EEO/AA  (e.g..  Black  History  Month, 
Asiem/Pacific  American  and  Federal  Women's  History  Month, 
Hispanic  Heritage  Month  Observances) . 

(10)  Implement  or  assist  in  achieving  Affirmative 
Action  objectives,  initiatives,  and  strategies. 

(11)  Achieve  effective  employee  utilization  through  job 
redesign,  personalized  on-the-job  training,  career  counseling. 
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proapt  resolution  of  a9loy««probIeB8,  and  fair  and  consistent 
recognition  of  excellence  in  eaployee  perfoncanoe. 

b.   Mon-supervisorv  Baplovees.  This  category  includes  non- 
supervisory  eaployees  who  actively  proBote  EEO  in  areas  beyond 
their  required  duties.'  Bq>loyees  in  this  category  should  have 
deaonstrated  special  achieveaents  in  several  of  the  following 
areas: 

(1)  ProBote  Equal  BBployaent  opportunity  in  and 
outside  their  organisation. 

(2)  Participate  in^  EEa- collateral  duty  functions 
(e.g. ,  EEO  Conaittee,  counselor,  or  EEO  Action  Officer) . 

(3)  Participate  and  support  recruitaent  at  educational 
facilities  and  Job  and  Career  Fairs. 

(4)  IiQ>leaent  or  assist  in  achieving  Affiraative 
Action  objectives,  initiatives,  and  strategies. 

(5)  Participate  and  proaote  RTC  coaaunity  outreach 
activities  by  serving  as  tutors,  role  nodels,  instructors, 
speakers,  etc. 

(6)  Participate  as  an  EEO  representative  on  rating  and 
reviewing  panels. 

7.    Procedures 

a.  Noainations  will  be  solicited  annually  in  January.  Any 
eiq>loyee  aay  noainate  another  eaployee  by  coiq>leting  RTC  Award 
for  Achievefflent  in  the  Field  of  Equal  Eaployaent  Opportunity 
Noaination  Fora  (RTC  Fora  2710/01.   (See  Attachaent.) 
Noainations  aay  also  be  subaitted  at  any  tiae  for  superior 
accoaplishaents  in  the  field  of  EEO  which  warrant  recognition. 

b.  Noaination  foraats  will  consist  of  the  following: 

(1)  A  biographical  sketch,  including  naae,  position, 
eaployaent  history  focusing  on  work  done  at  FDIC/RTC,  education, 
and  previous  awards  or  recognition.   (See  Attachaent  A) 

(2)  Accoi^lishaents  in  the  field  of  EEO. 
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(3)   A  proposed  citation  of  not  more  than  75  words. 

c.  Nominations  will  be  submitted  to  the  OEEO/AA  Director. 
(An  original  and  two  copies.) 

d.  Nominations  will  be  reviewed  by  a  five  member  ad  hoc 
committee  made  up  of  at  least  one  minority,  one  woman,  and  one 
individual  with  a  disability  as  well  as  representation  from  the 
Washington  and  Field  Offices.  The  committee  will  be  chaired  by 
the  OEEO/AA  Director.  The  committee  will  review  the  nominations 
against  the  criteria,  rank  the  nominees  and  recommend  selections 
for  Washington  and  the  Field  Offices. 

8.  Presentations .  The  EEO  Awards  will  Ue  presented  at  the 
Awturd  Ceremony  to  ensure  visibility  by  RTC  ea^loyees. 

9.  Responsibilities 

a.  The  Director,  OEEO/AA,  is  responsible  for  providing 
assistance  and  guidance  to  the  respective  Award  committee. 

b.  The  Director,  OEEO/AA,  is  responsible  for  coordination 
with  the  respective  Incentive  awards  comatittee. 

c.  The  atrard  committee  is  responsible  for  recommending  the 
winner (s)  to  the  President  &  CEO  of  RTC. 

d.  The  President  and  CEO  of  RTC  is  responsible  for  making 
the  final  decision  regarding  the  recipient (s)  of  the  EEO 
a%rard(s). 

e.  The  Director  OEEO/AA  is  responsible  for  preparation  of 
the  SF-526  and  coinpletion  of  all  paperwork  for  the  award  (s). 

f .  The  Office  of  Corporate  Communications  is  responsible 
for  announcing  the  winner  following  the  official  selection(s)  and 
concurrently  announcing  when  the  EEO  award  presentations  will 
take  place. 

10.  Forms  Availability.  The  attachment  may  be  detached  and 
copied. 

11.  Effective  Date.  This  directive  is  effective  immediately. 
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Attachiaent 


tward  for  achievement  in  the  field  of 
;qual  "employment  opportunity 

>f    -      NOMINATION  FORM 

I.  N«— cfMiiwJBiii- 


a.  TidendOfade: 

b.  nMnan,  OipiriTHinn  nd  Enraiiion: 


4.  Nooiaited  by  (Num,  OtgwiiTHinB.  Talephons): 


S.  Awud  CUtfoty:  Soparviiaqr  or  Noa-Supetviioiy 


achievement  in  (he  ueu  liMed  te  Iba  cwudt  cticabr.  Achieveaeati  for  each  item  dted  mnit  be  described  lad  supported 
by  iKbal  infctaMiaB  is  iiiffh  iiml  deteil  to  ptewide  for  edequte  cocridcirarioo.) 


t.  Dnft  of  CitaboB: 


tax:  2710/01   (12-92) 
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EXHIBIT  9 


H 

RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY 

FOR  ALL  RTC  OFFICES  AND  INSTITUTIONS 

FOR  THE  PERIOD  8/1/89  THROUGH  4/30/93 

SERVICE 
CODES 

ETHNIC  AND 

GENDER 
IDENTIFIER 

NUMBER 

OF 
AWARDS 

%  OF  All 

RTC 

CONTRACT 

AWARDS 

ESTIMATED 
FEES 

%  OF  ALL 

RTC 
ESTIMATED 

FEES 
AWARDED 

ALL  RTC  SERVICE  CODES  (ALL)                                                    | 

ALL 

RTC 
CONTRACTS 

115,166 

100.0% 

$  3,097.2  B 

100.0% 

ALL 

MINORITY  AND 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

35,119 

30.4% 

$     818.1  M 

26.4% 

ALL 

NON-MINORITY 

WOMEN 

CONTRACTS 

23,288 

20.2% 

$     415.7  M 

13.4% 

ALL 

ETHNIC 

MINORITY 

CONTRACTS 

11,831 

10.2% 

9     402.4  M 

12.9% 

ACCOUNTING.  AUDIT.  &  RNANCIAL  SERVICES  (AA)                                | 

AA 

AA  CONTRACTS 

2,760 

2.4% 

$      378.3M 

12.2% 

AA 

MINORITY  & 
WOM» 
,QWNEO' 
t     BUiSINESS 
'*>^NTRACTS 

593 

0.5% 

$       54.9M 

1.8% 

AA 

"^NON-MINORITY 

WOMEN 

CONTRACTS 

241 

0.2% 

»        8.9M 

0.3% 

AA 

ETHNIC 

MINORITY 

CONTRACTS 

352 

0.3% 

$       46.0M 

1.5% 
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RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY                                                       ^ 
FOR  AU  RTC  OFFICES  AND  INSTITUTIONS 
FOR  THE  PERIOD  8/ 1  /89  THROUGH  4/30/93 

SERVICE* 
CODES 

ETHNIC  AND 

GENDER 
IDENTIRER 

NUMBER 

OF 
AWARDS 

%  OF  ALL 

RTC 

CONTRACT 

AWARDS 

ESTIMATED 
FEES 

%  OF  ALL 

RTC 
ESTIMATED 

FEES 
AWARDED 

SECURITIES  (SEI  INCLUDES  INVESTMENT  BANKING  AND  UNDERWRITING               | 

SE 

SE 
CONTRACTS 

474 

0.4% 

$       49.7M 

1.6% 

SE 

MINORITY  & 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

44 

0.0% 

$        3.2M 

0.1% 

SE 

NON-MINORITY 

WOMEN 
CONTRACTS 

4 

0.0% 

$        0.2M 

0.01% 

SE 

ETHNIC 

MINORITY 

CONTRACTS 

40 

0.0% 

$         3.0 

0.1% 

LEGAL  SERVICES  (LE)  (DOES  NOT  INCLUDE  LEGAL  DIVISION  CONTRACTS)              | 

LE 

LE  CONTRACTS 

119 

0.1% 

$        0.8M 

0.03% 

LE 

MINORITY  & 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

29 

0.0% 

$        0.1M 

0.0% 

r  pbNTRACTS 

23 

0.0% 

»        0.1M 

0.0% 

L£  '% 

^:.,pniNIC 
WHOMVf 
CONTRACTS 

6 

0.0% 

»     0.003M 

0.0% 
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RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY 

FOR  ALL  RTC  OFFICES  AND  INSTITUTIONS 

FOR  THE  PERIOD  8/1/89  THROUGH  4/30/93 


SERVICE ' 

ETHNIC  AND 

NUMBER 

%  OF  ALL 

ESTIMATED 

%  OF  ALL 

CODES 

GENDER 

OF 

RTC 

FEES 

RTC 

IDENTIFIER 

AWARDS 

CONTRACT 
AWARDS 

ESTIMATED    1 

FEES 
AWARDED 

FINANCIAL  INSTITUTION  MANAGEMENT  (FM|                                        || 

FM 

FM  CONTRACTS 

142 

0.1% 

$       50.9M 

1.6% 

FM 

MINORITY  & 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

35 

0.0% 

$       10.8M 

0.4% 

FM 

NON-MINORITY 

WOMEN 

CONTRACTS 

6 

0.0% 

0 

0.0% 

FM 

bIHNIC 

MINORITY 

CONIHACTS 

35 

0.0% 

$       10.8M 

0.4% 

ASSET  MANAGEMENT  (AM)  [INCLUDES  NON-PERFORMING  OR  TROUBLED  LOANS: 

PERFORMING  LOANS:  REAL  ESTATE/REO/ORE  PORTFOUOS:  REAL  ESTATE 

CONSULT 

ING.  AND  PROPERTY  MANAGEMENT]                                          | 

AM 

AM 
CONTRACTS 

236 

0.2% 

$      657.6M 

21.2% 

AM 

MINORITY  & 
WOMEN 
OWNED 

110 

0.1% 

S      275.4M 

8.9% 

»'  •  ■  U 

.      BUSINESS 
^^CONTRACSS- 

AM;^ 

^toN-MINORITY 

!*m*WOMjEN 

^^^l?p^CTS 

67 

0.1% 

»      185.0M 

6.0% 

*^»ire!' 

AM 

ETHNIC 

MINORITY 

CONTRACTS 

43 

0.0% 

$        90.4 

2.9% 
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RESOLUTION  TRUST  CORPORATION 

CONTRACTING  ACTIVITY 

FOR  ALL  RTC  OFFICES  AND  INSTITUTIONS 

FOR  THE  PERIOD  8/1/89  THROUGH  4/30/93 

SERVICE ' 
CODES 

ETHNIC  AND 

GENDER 
IDENTIFIER. 

NUMBER 

OF 
AWARDS 

%  OF  ALL 

RTC 

CONTRACT 

AWARDS 

ESTIMATED 
FEES 

%  OF  ALL 

RTC 
ESTIMATED 

FEES 
AWARDED 

BROKERAGE  AND  MARKETING/SALES  (BR)  INCLUDES  REAL  ESTATE 
BROKERAGE  AND  REAL  ESTATE  MARKETING  AND  SALES 

BR 

BR  CONTRACTS 

17,428 

15.3%' 

$      448.3M 

14.5% 

BR 

MINORITY  & 

WOMEN 

OWNED 

BUSINESS 

CONTRACTS 

7,208 

6.3% 

$      138.3M 

4.5% 

BR 

NON-MINORITY 

WOMEN 

CONTRACTS 

5,180 

4.5% 

$       110.3 

3.6% 

BR 

ETHNIC 

MINORITY 

CONTRACTS 

2,028 

1.8% 

$       28.0M 

0.9% 

NOTE:  All  data  compiled  from  CARS  run  5/5/93  and  5/6/93 


68-995    O— 93- 


-28 
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EXHIBIT  10 


Monday 
August  10,  1992 


Part  IV 

Resolution  Trust 
Corporation 

12  CFR  Pwt  1617 

Minority  and  Women  Outreach  and 

Coatracting  Program;  Interim  Final  Rule 
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RESOLUTION  TRUST  CORPORATION 

12  CFR  PART  1617 
RIN  3205-AA08 

Minority  and  Women  Outreach  and 
Contracting  Program 

AOENCV:  Resolution  Trust  Corporation. 
action:  Interim  flnal  rule. 

summary:  The  Resolution  Trust 
Corporation  (RTC)  hereby  promulgates 
an  interim  Tinal  rule  pursuant  to  the 
requirement  of  section  12ie(c)  of  the 
Financial  Institutions  Reform.  Recovery 
and  Enforcement  Act  of  1989  (FIRREA). 
The  intent  of  the  rule  is  that  RTC 
identify,  promote,  and  certify  eligible 
firms  for  inclusion  in  its  contracting 
activities,  at  the  same  time  assuring  that 
RTC  utilization  of  the  services  of  the 
private  sector  is  accomplished  in  a 
practicable  and  efficient  maimer.  In 
order  to  accomplish  this  objective  of 
maximizing  the  inclusion  of  minorities 
and  women,  and  finns  owned  by 
minorities  and  women.  RTC  has  deemed 
it  appropriate  to  design  a  program  which 
will  aggressively  reach  out  to  tninoritiet 
and  women  and  (inns  owned  by 
minorities  and  women  to  enable  them  to 
participate  more  fully  in  RTC 
contracting  activities  through  the  use  of 
joint  venture  agreements  and  other 
devices.  In  additioa  pursuant  to  a 
recent  statute,  the  RTC  will  provide 
incentives  (i.e.,  cost  and  technical 
bonuses)  in  evaluating  competitive 
ofTera  to  contract,  to  firms  owned  by 
minorities  and  women. 

As  well  as  covering  contracting  in 
general  the  rule  govemi  the 
identificaUoLi.  promotion,  and 
certification  of  eligible  law  firm*  for 
inclusion  in  the  RTC  legal  services 
contracting  process. 

Comment  is  solicited  on  all  matter* 
pertaining  to  this  interim  final  rule. 
dates:  This  interim  final  rule  Is  effective 
August  10. 1992.  Comments  must  be 
received  by  October  9, 1992. 
AOORESSCS:  Written  commenu 
regarding  the  Interim  final  rule  should 
be  addressed  to  John  M.  Buckley,  Jr., 
Secretary.  Resolution  Trust  Corporation. 
801 17lh  Street  NW..  Washington.  DC 
20434-0001.  Comments  may  be  hand- 
delivered  to  Room  314  on  business  days 
between  9  a.m.  and  5  p.m.  Comments 
may  be  inspected  in  the  Public  Reading 
Room.  801 17th  Street  NW.  between  9 
a.m.  and  5  p.m.  on  business  days.  (F'hone 
number:  202-41fr-«94O;  FAX  202-41fr- 
4753.) 
FOR  FURTXCR  INF0RMAT10M  CONTACT: 

On  issues  relating  to  non-legal 
contracting.  Johnnie  B.  Booker.  Assistant 


Vice  President  Department  of  Minority 
and  Women  3  Programs.  Resolution 
Trust  Corporation.  801  17th  Street  NW.. 
Washington.  DC  20434-0001.  202-418- 
692S:  on  issues  relating  to  contracting 
with  law  firms.  Mary  A.  Terrell  Legal 
Division.  202-738-3073.  These  are  not 
toll-free  numbers. 

SUPPLEMENTAflV  INFORMATIOM: 

A.  Background 

FIRREA.  enacted  on  August  9. 1969. 
amended  the  Federal  Home  Loan  Bank 
Act  (12  U.S.C.  1421.  eL  seq.)  by  adding 
section  21A.  which  established  the  RTC. 
Section  21A(b)  (11)  (A)  (ii)  provides  that 
in  carrying  out  the  duties  of  the  RTC  the 
services  of  independent  contractors 
shall  be  utilized  if  deemed  practicable 
and  efficient  by  RTC.  FIRREA.  at  • 
section  1218  (12  U.S.C  1833e) 
additionally  required  RTC  to  prescribe 
regulations  to  establish  and  oversee  a 
minority  and  women  outreach  program 
to  ensure  inclusion,  to  the  maximum 
extent  possible,  of  minorities  and 
women  and  entities  owned  by  minorities 
and  women  in  contracting  activities  of 
RTC 

On  August  IS.  1991.  (SO  FKt  40484)  the 
RTC  published  in  the  Fedenl  Kagifter 
an  interim  final  rule  (12  CFR  part  1817) 
to  govern  the  outreach  portion  of  the 
program.  The  Interim  Final  Role  also 
provided  standards  for  qualifying  as  a 
minority-  or  women-owned  btulness 
(MWOB)  or  minority-  or  women-owned 
law  firm  (Mw6lF]  for  purposes  of  the 
program.  Public  comment  was  solicited 
and  57  commentt  were  received. 

In  November  of  199t  Congress  passed 
the  RTC  Refinancing.  Restructuring,  and 
Improvement  Act  of  1991  (RRIA).  The 
RRIA  required,  among  other  thlngi;  that 
In  evaluating  contract  offers,  the  RTC 
provide  technical  preferences  of  at  least 
10  percent  and  cost  preferences  of  at 
least  S  percent  to  MWOBs.  The  BRIA 
also  gave  the  RTC  authority  to  adjust 
the  level  of  those  preferences  aa. 
necessary. 

B.  The  August  IS.  1991  Intatim  final 
Rula  (1991  Rule) 

The  1991  Rule  set  forth  the  scope  of' 
the  RTCs  Minority  and  Womea 
Outreach  and  Contracting  Program     ' 
(MWOC)  and  set  cut  as  its  mission  the 
identification,  promotion,  and . 
certification  of  appropriate  entities  foi' 
inclusion  in  RTC  contracting  activities. 
In  adopting  the  interim  final  rule,  the 
RTC  observed  that  the  interim  final 
regulation  was  not  Intended  to  govern 
RTCs  procedures  regarxiing  preferences 
in  the  evaluation  of  contract  proposals 
by  MWOB  firms.  However,  subsequent 
to  the  comment  period.  Congress, 
tiirough  the  RiUA.  mandated  that  the 


RTC  adopt  cost  and  technical  bonus 
provisions,  or  other  measures  to 
increase  the  number  of  contracts 
awarded  to  MWOB  firms.  Accordingly, 
this  current  interim  final  rule 
incorporates  such  measures. 

The  RTCs  outreach  efforts  to 
minorities  and  women  include  other 
matters  beyond  contracting.  They  also 
include  outreach  to  potential  purchasers 
of  assets  from  savings  associations 
under  the  RTCs  control,  and  to  potential 
acquirors  of  such  savings  associations. 
The  regulation,  however,  addresses  only 
the  RTCs  contracting  program 

C  Discussion  of  Comments 

The  following  discussion  summarizes 
comments  and  provides  the  RTCs 
response  to  those  comments.  All 
comments  were  considered,  even  if  not 
specifically  addressed. 

I.  Methods  for  Increosing  Awards  to 
MWOBs 

Virtually  all  commenters  stated  that 
the  regulation  must  contam  cost  and 
technical  bonuses  in  order  to  be 
effective.  No  commenter  opposed  the 
use  of  bonuses.  A  bank  proposed  raising 
the  cost  bonus  to  5  percent  A  minority 
contractor  proposed  increasing  the  cost 
and  technical  bonus  to  10  percent  An 
accounting  firm  proposed  Increasing  the 
cost  bonus  to  S  percent  The  Rainbow 
Coalition  stated  that  there  is  an 
imbalance  in  awards.  To  correct  this, 
the  Coalition  proposes  increasing  the 
technical  bonus  to  IS  percent  for 
minorities,  while  giving  a  10  percent 
bonus  to  contractors  owned  and 
controlled  by  white  womeiL  The 
Coalition  proposes  that  the  cost  bonus 
be  increased  to  10  percent  the  level 
assertedly  granted  by  other  Federal 
agencies  including  the  Department  of 
Defense.  Other  commenters  generally 
support  the  use  of  bonuses. 

Due  to  the  mandate  of  the  RRIA.  the 
RTC  Is  incorporating  cost  and  technical 
bonuses  in  the  final  rule.  In  addition  to 
being  statutorily  mandated  the  RTC 
believes  that  bonuses  are  a  reasonable 
measoiB  to  conect  imbalances  in  the 
award  of  contracu  to  MWOBs  vis-a-vis  • 
other  segments  of  the  contracting 
community,  and  can  be  reasonably 
tailored  to  maintain  opportunities  for 
other  contractors  who  are  capable  of 
performing  RTC  contracts.  Through 
devices  such  as  awarding  bonuses  to 
joint  ventures  that  include  MWOBs.  and 
awarding  bonuses  to  prime  contractors 
that  subcontract  significant  portions  of 
contracting  work  to  MWOBs.  die  bonus 
system  that  is  incorporated  In  the  final 
rule  Is  designed  to  provide  incentives  for 
both  MWOBs  and  others  to  work 
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together  to  meet  the  RTC's  ttatulory 
obligations. 

A  law  finn  proposes  expanding  the 
bonus  system  to  majonty  contractors 
who  have  minonly  and  women 
principals  or  have  their  own  outreach 
program  for  mmorities  and  women.  This 
firm  slates  that  its  program  has 
progressive  goals  for  increasing  the 
percentage  of  women  as  shareholders. 
Without  such  a  bonus  system,  the 
commenter  argues,  qualified  women  and 
minority  professionals  in  majority  rums 
will  be  effectively  penalixed.  A  female 
contractor  argues  that  RTC  should  give 
bonuses  to  contractors  who  have 
significant  levels  of  minorities  and 
women  as  employees.  Management  is 
not  the  relevant  determination  as 
whether  a  firm  is  fostering  participation 
of  minorities  or  women. 

The  RTC  agrees  with  the  thrust  of  this 
commenL  While  it  is  not  empowered  to 
award  bonus  points  to  such  firms,  it  is 
setting  a  goal  to  foster  the  use  of  law 
firms  that  use  minorities  or  female 
lawyers  on  RTC  related  legal  work. 

Several  commenters  support  bonuses 
for  majority  firms  that  use  minority 
subcontractors.  The  contractor  asserts 
that  the  2S  percent  threshold  should 
Include  mandatory  subcontracts,  and 
that  some  aubcontracts  should  be  non- 
competitively  awarded  to  MWOBs. 

The  RTC  agrees  that  one  of  the  more 
efficient  means  of  fostering  MWOB 
participation  la  through  subcontracting. 
The  interim  final  rule  contains  several 
provisioiu  that  provide  incentives  for 
contractors  to  subcontract  substantial 
amounts  of  work  (with  commensurate 
fees)  to  MWOBs.  In  addiUoa 
contractors  are  reminded  that 
subcontracting  to  MWOBs.  wherever 
feasible,  is  an  RTC  policy,  and  the 
evaluation  of  each  contractor's 
performance  iviU  in  part  be  based  upon 
compliance  with  this  policy. 

Several  commenters  assert  that  the 
bonus  system  needs  to  be  more  radonaL 
The  commenters  argne  that  the 
percentage  of  the  bonus  should  be 
derived  from  tiic  afiect  of  bonnses  to 
date,  and  should  oonelate  with  the 
scores  that  minority  fiima  have  been 
receiving  on  their  contract  oBa*.  A 
commenter  recammends  a  two  Oct  or  a 
sliding  scale  bonus  system,  with  larger 
bonuses  for  MWOBs  that  qualify  on 
their  own  than  for  joint  ventures  or 
sulKontracling  arrangements. 

The  RTC  agrees  with  this  comment 
The  interim  final  rule  contains  a  tiered 
bonus  system  tliat  is  designed  to  reflect 
different  levels  of  MWOB  paxticipaUon. 
Consistent  with  iu  augmented  authority 
under  the  RRIA.  the  RTC  may 
periodically  adjust  the  bonus  points  to 
correlate  to  the  results  of  iU  program. 


2.  Non-Competitive  A  wards 
Several  commenters  assert  that  the 

RTC  should  place  substantial  reliance 
on  sole  source  awards  to  increase 
MWOB  participation.  Another 
commenter  asserts  that  a  certain 
percentage  of  contracts  (30  percent  is 
suggested)  be  set  aside  for  MWOB 
contractors.  The  Rainbow  Coalition 
recommends  that  minority  vendors  be 
given  right  of  first  refusal  on  any 
noncompetitive  contract  below  t2S,000. 
The  Coalition  recommends  thai  if  such 
a  contract  is  awarded  to  a  non-minority, 
there  must  be  a  written  justification  and 
a  record  of  the  attempts  that  were  made 
to  contract  with  minorities  first  Another 
commenter  argues  that  the  RTC  should 
develop  portfolios  for  direct  award  to 
minorities. 

In  the  new  interim  final  rule,  (he  RTC 
reserves  the  right  to  award  non- 
competitive contracts  in  appropriate 
circumstances,  using  established  RTC 
contractor  selection  procedures. 
However,  the  RTC  faitenda  to  rely  upon 
preferences  and  goals  as  much  as 
possible  to  stimulate  MWOB 
participation  in  a  competitive 
environment 

3.  Other  ProposaU  to  Increase  MWOB 
Participation 

Commenters  support  targeting 
minority  contracting  goals  to  equal  the 
percentage  of  MWOfis  In  the  daubase.  . 
It  ia  asserted  that  if  such  an  approach  ia 
followed,  contracting  goals  should  be 
changed  periodically  to  reflect  changes 
in  the  number  of  teetered  firms.  One 
commenter  recommends  that  any 
contractor  awarded  a  contract  worth 
more  than  one  million  dollars  should  be 
required  to  have  mandatoiy  MWOB 
partldpatioa  and  that  the  successful 
bidder  should  be  required  to  document 
its  effort  to  employ  ndnoritiea  and  report 
this  information  at  least  twice  a  year. 

4.  RTC  Response  to  Comments 
Regarding  Increasing  MWOB 
Participation 

The  RTC  closely  monitors  the 
progress  in  the  percentage  o^  contracts 
and  fees  awarded  to  MWOB*.  and  is 
committed  to  increasing  current  levels  of 
participation.  The  RTC  expects  that 
implementation  of  Its  augmented 
outreach  program  and  authority  to 
award  cost  sind  technical  prefeienoe 
points  will  lociease  thst  percentage  to 
30  percent  over  the  next  year.  The  RTC 
expects  that  the  percentage  of  awards 
will  be  commensurate  with  the 
percentage  of  fees  paid  to  MWOB*.  It  is 
expected  that  over  the  next  year,  (he 
Division  of  Legal  Senricea  will  increase 
the  level  of  legisl  fees  paid  on  new 


assignments  to  MWOLFs  to  at  least  20 
percent  In  addition,  it  is  expected  that 
at  least  10  percent  of  the  fees  paid  over 
the  next  year  to  law  firms  will  be  for 
services  performed  by  minorities  or 
women  in  non-MWOLF  firms.  The  RTC 
understands  that  these  projections  may 
represent  a  substandal  increase  in  the 
amounts  paid  to  these  firms.  However, 
the  RTC  believes  that  there  is  a 
substantial  pool  of  qualified  MWOBs. 
MWOLFs.  or  minorities  or  women  in 
non-MWOLF  firms,  and  that  this  pool 
can  competently  perioral  the  higher 
levels  of  work  that  the  RTC  would 
assign  to  them. 

5.  Joint  Ventures 

Most  commenters  suggested 
improvements  to  the  |oinl  Venture 
program.  One  MWOB  suggested  that  the 
joint  venture  definiUon  include  two 
different  types  of  contractors,  such  as  a 
property  manager  and  a  loan 
underwriter.  A  minority  contractor  and 
a  woman-owned  contractor  suggested 
that  the  joint  venture  concept  might 
actually  be  detrimental  In  that  non- 
minority  contractors  are  given  a  false 
incentive  to  deal  with  MWOBs.  An 
association  of  minority  contractora 
elaborated  on  this  point  by  asserting    ■ 
that  no  contract  should  be  awarded 
onlesa  25  percent  of  the  work  Is  to  be 
performed  by  MWOBs.  and  that 
performance  of  aaset  managers  and 
other  contractor*  should  be  evaluated 
by  their  use  of  MWOB  Crms.  They 
added  that  outside  firms  should  be  used 
to  audit  the  use  of  MWOBs.  Several 
commenters  suggested  that  bonuses 
should  be  correlated  to  the  percentage 
of  work  performed  by  MWOBs.  The 
MWOB  contractor  asserted  that  "stand 
alone"  minority  firma  should  be 
awarded  a  bonus  twice  that  awarded  to 
joint  ventures.  To  be  eligible  for  a 
bonus,  a  joint  venture  should  have  at 
least  40  percent  minority  participation. 
Treating  a  contractor  who  gives  25 
percent  of  the  contractual  duties  to 
minority  subcontractors  as  a  joint 
venture  is  "repugnant  and  insulting." 
This  provision  will  have  the  unintended 
effect  of  preventing  participation  of 
minorities  as  prime  contractors.  The 
Rainbow  Coalition  suggested  that  the 
minimum  level  of  MWOB  participation 
in  joint  ventures  be  raided  from  25 
percent  to  33  percent  They  also 
recommended  that  there  be  a  sliding 
scale  for  bonuses  up  to  50  percent 
parilcipation.  A  group  of  three  MWOBs 
and  a  trade  association  recommended 
that  joint  veonires  be  at  least  51  percent 
controlled  by  minoritia*  or  women. 

In  the  RRIA.  Congress  directed  the 
RTC  to  award  bonuses  (described  In  the 
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statute  as  "preference  points")  to  joint 
ventures  that  include  at  least  25  percent 
MWOB  participation.  However,  the  RTC 
agrees  with  the  commenters  that  MWOB 
participation  should  be  increased  by 
creating  greater  incentives  for  higher 
levels  of  MWOB  participation  in  joint 
ventures  and  subcontracting 
arrangements.  Accordingly,  the  inlenm 
final  rule  provides  for  greater  bonuses 
for  MWOBs  that  qualify  on  their  own. 
and  for  contractors  who  commit  to 
significant  levels  of  subcontracting  to 
MWOBs.  than  for  joint  ventures  or 
subcontracting  arrangements  with  lower 
levels  of  MWOB  parUcipation. 

e.  RTC  Performance 

Several  MWOBs  asserted  that  the 
program  has  been  ineffective  to  dale  in 
giving  meaningful  amounts  of  work  to 
MWOBs  or  MWOLFs.  The  Rainbow 
Coalition  asserts  that  of  the  SAMDA 
contracts  awarded  to  date,  a 
disproportionate  number  have  gone  to 
women,  particularly  white  women,  as 
opposed  to  minorities.  Assertedly.  white 
woipen  received  Vi  of  the  awards  from 
August  1989  through  May  1991;  only  1.7 
percent  of  the  contracts  went  to  black 
males,  and  none  to  black  females.  Two 
MWOBs  assert  that  RTC  problems  are 
attributable  to  a  lack  of  clear  policies 
and  the  lack  of  a  formal  internal 
structure.  A  minority  trade  association 
asseru  that  MWOBs  that  have  received 
contracts  are  subject  to  slow  payment 
and  that  there  is  insufficient  time  to 
respond  to  contract  solicitations.  Also 
they  assert  that  the  RTC  Consolidated 
Field  Offices  are  inconsistent  in 
structuring  their  solicitations,  and  that 
this  discourages  MWOBs  from  bidding 
and  raises  questions  of  fairness. 

Commenters  suggested  some  ways  to 
improve  performance.  Several 
commenten  advocated  using  outside 
contractors  to  monitor  the  RTCs 
compliance.  Commenters  stated  that  the 
regulations  must  be  more  clear  and 
consistent  Commenters  suggested  that 
the  most  effective,  and  possibly  the  only 
way  for  RTC  to  increase  minority 
participatioa  is  to  hire  minorities  to  high 
level  positions  within  the  RTC  Better 
training  of  employees  was  also 
suggested,  as  was  removal  of  employees 
who  don't  carry  out  the  mandate  of  the 
program. 

A  group  of  MWOBs  assert  that  the 
scope  of  the  activities  covered  by  the 
regulation  should  be  clarified.  The 
contractual  services  included  in  the 
program  should  specifically  include 
managing  agent  services,  auditing 
services,  the  national  sales  program  and 
other  asset  dicposition  activities,  and 
financially-assisted  sales  of  insolvent 
institutions. 


While  the  RTCs  efforts  to  increase 
MWOB  participation  have  achieved  a 
level  of  success,  the  RTC  recognizes  the 
need  for  continuing  improvement  in  its 
efforts.  The  RTC  has  taken  steps,  which 
are  reflected  in  the  new  interim  final 
rule,  to  increase  the  profile  of  its  MWOC 
Program,  to  facilitate  the  roles  of  the 
program  officials  and  staff,  and  to 
increase  the  training  and  accountability 
of  all  RTC  staff 

7.  Certification 

Several  commenters  noted  that  the 
certification  affidavit  should  require  51 
percent  ownership  and  control.  A 
minority  contracting  specialist  asserts 
that  the  program  needs  clear  consistent 
certification  requirements  but  ajlows 
that  some  flexibility  is  warranted,  such 
as  allowing  sole  proprietorships  to  use 
tax  return  information. 

Three  commenters  addressed  the  need 
for  verification  of  certifications.  One 
commenter  suggests  onsite  inspection 
during  the  certification  process  and  a 
recertification  every  2  or  3  years,  or 
anytime  the  company  structure  has 
si^iificantly  changed.  One  contractor 
argues  that  the  regulation  should 
contain  a  provision  regarding  de- 
certification. 

The  RTC  has  corrected  apparent 
discrepancies  between  the  1991  Rule 
and  the  requirements  of  the  certification 
affidaviL  "the  new  interim  fiiul  rule 
reflects  the  RTCs  recognition  of  the 
need  for  more  effective  verification 
procedures. 

8.  Subcontracting 

A  commenter  argues  that  sole  source 
subcontracts  to  MWOBs  would  be 
benefidal  if  limited  to  firms  not 
affiliated  with  the  contractor  and  if  the 
services  have  a  readily  determinable 
maricet  price.  The  prime  contractor 
would  have  the  option  of  awarding  such 
sole  source  subcontracts.  The 
commenter  also  argues  that  the 
regulation  should  clarify  whether  the 
award  of  the  subcontracting  preference 
will  be  as  strictly  monitored  as  the 
preference  for  joint  ventures.  The 
commenter  also  requests  clarification  of 
whether  mandatory  subcontracting 
counts  towards  the  25  percent 
subcontracting  tlireshold. 

The  new  intenm  final  rule  contains 
provisions  to  ensure  that  the 
subcontracting  preference  will  not  be 
awarded  unless  the  offeror  has  firmly 
committed  to  utilizing  MWOB 
subcontractors.  The  RTC  believes  that 
for  the  present  its  use  of  outreach  and 
preferences  will  be  sufficient  to  increase 
MWOB  participation.  On  many 
contracts  where  subcontracting  is 
feasible,  the  pnme  contractor  is  not 


required  to  follow  RTCs  competitive 
contracting  procedures  to  award 
subcontracts.  However,  if  qualified 
MWOB  subcontractors  are  available, 
the  RTC  would  encourage  the  contractor 
to  hire  such  contractors  and  provide 
incentives  for  the  prime  contractor  to  do 
so. 

9.  Eligibility  Criteria  and  Definitions 

A  commenter  argues  that  to  qualify  as 
a  member  of  one  of  the  minority 
categories,  at  least  "one-half  parentage" 
must  be  in  the  relevant  group.  Another 
commenter  argues  there  should  be  a 
more  objective  bench  mark  for 
experience  in  running  a  business  to 
qualify  as  a  MWOB.  such  as  a  minimum 
of  2  years  as  President  of  the  firm.  Two 
commenters  argue  that  to  receive 
contracts,  majority  firms  should  have 
significant  direct  involvement  from  their 
minority  or  women  associates  or 
partners.  Two  Congressmen  argue  that 
the  ownership  requirements  are  too 
burdensome.  The  owner  should  not  have 
to  control  the  Board  of  Directors  and 
should  be  allowed  to  delegate 
responsibilities. 

The  new  interim  Gnat  rule  contaiiu 
eligibility  criteria  that  meet  the 
maiulates  of  the  RTCs  governing 
legislation  and  are  an  attempt  to  ensure 
that  MWOB  participation  is  indeed 
Increased.  They  may  be  modified  in  the 
future  if  they  prove,  through  the  RTCs 
experience,  to  be  unduly  restrictive  or 
easily  circumvented. 

10.  RTC  Outreach 

Several  commenters  feel  there  is  a 
need  for  better  communication  with 
minority  contractors.  Suggestions 
included  tising  minority  trade 
associations,  non-profit  organizations, 
and  daily  news  journals  such  as  The 
(Commerce  Business  Daily  as  conduits 
for  information.  A  commenter  complains 
that  it  is  too  difficult  to  get  information 
about  potential  contracting 
opportunities,  especially  for  MWOBs 
who  want  mandatory  subcontracts. 
They  recommend  a  posting  mechanism 
for  pending  solicitations.  The 
information  would  be  posted  in  RTC 
Field  Offices.  A  national  bank  suggests 
the  establishment  of  a  "MWOB  Bank" 
which  would  maintain  a  list  of  eligible 
MWOBs.  with  consideration  given  to  the 
MWOB  experience  in  serving  the 
minority  community.  Commenters  also 
feel  the  need  for  better  training  by  RTC 
in  regard  to  its  contracting. 

Four  commenters  asserted  that  the 
program  needs  goals  to  be  successful. 
According  to  these  commenters.  the 
Government  Accounting  Office  reported 
that  only  15  percent  of  RTCs  asset 
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management  lolicitallons  went  to 
minority  firms.  The  commenters  assert 
that  not  enough  minority  firms  are  being 
Invited  to  bid.  raising  questions  whether 
ihey  are  being  invited  on  a  proportional 
basis. 

Commenlers  also  recommended  that 
the  RTC  should  use  minority  contractors 
with  ties  to  local  or  regional 
communities  to  help  Identify  and  foster 
participation  by  minority  contractors:  to 
monitor  compliance  with  the  program: 
and  to  prepare  quarterly  reports 
regarding  the  RTC  performance. 
Commenter*  assert  that  bidding 
contracts  on  a  more  localized  basis  will 
help  MWOBa  cut  their  costs  and  be 
more  competitive. 

The  RTC  is  intensifying  its  efforts  to 
communicate  with  potential  contractors, 
and  to  provide  effective  training.  It  is 
compiling  a  database  of  qualified 
MWOBs.  and  will  use  a  variety  of  other 
media  resom  .es  to  increase  the  level  of 
KfWOB  participation.  The  new  interim 
final  rule  reflects  a  strengthening  of  the 
RTCs  outreach  efforts,  using  in-house 
resources  to  the  extent  possible. 

Special  Programs 

Special  initiatives  will  be  established 
by  the  Washington  Office  to  ensure 
minorities  and  women  are  represented 
not  only  in  contracting,  but  in  other 
aspects  of  RTC  activities.  These  efforts 
will  target  and  promote  minorities  and 
women  as  potential  Investors,  acquirors 
of  thrift  institutions,  advisors,  and  joint 
venture  partners.  The  Washington 
OfTice  will  establish  the  fallowing 
programs. 

Asset  Sales — Minority  Institutions 

In  an  effort  to  enhance  the  viability 
prospects  of  minority  institutions,  and  in 
conformance  with  i  403  of  the  RTC 
RRIA  of  1991.  the  RTC  wUl  provide  for 
the  segregation  of  loatu  or  other  earning 
assets  to  be  made  available  to  minority 
institutions  or  branches  under  the 
interim  capital  assistance  provisions  of 
the  Act  Such  loan*  or  other  earning 
assets  will  be  priced  at  market  price  as 
determined  by  the  RTC 

In  general  the  RTC  will  make 
available  loan*  or  other  earning  assets, 
on  an  option  basis,  in  an  amount 
sufficient  to  offset  the  liabilities  to  be 
capitalized  according  to  the  plan 
submitted  by  the  minority  institution  to 
the  appropriate  regulators,  taking  into 
account  requirements  for  liquidity  and 
other  regulatory  considerations.  In  no 
instance  will  brokered  deposits  be 
considered  when  calculating  the  amount 
of  liabilities  to  be  assumed  or  acquired. 
In  implementing  this  policy,  the  RTC 
will  coordinate  with  the  appropriate 
regulators  and.  upon  request,  furnish 


written  notification  to  the  appropriate 
regulators  of  the  intent  to  make  earning 
assets  available. 

When  I'^ans  made  available  under  this 
policy  are  furnished  with  standard 
Representations  and  Warranties,  and  if 
called  upon  under  such  Representations 
and  Warranties,  the  RTC  will  cure  any 
deficiency  or  provide  for  the  substitution 
of  assets  or  payment  of  cash,  as  will  be 
provided  for  in  any  agreement  entered 
into. 

All  loans  or  other  earning  assets  made 
available  under  such  assistance  shall  be 
for  the  purpose  of  augmenting  the 
operating  earnings  of  the  resultant 
depository  institution  and  will  be 
assumed  and  expected  to  be  for  the 
account  of  the  resultant  depository 
institution.  It  Is  also  assumed'that  these 
assets  are  not  being  purchased  for 
immediate  resale. 

Minority  Investors 

The  Department  of  Minority  and 
Women's  Programs,  in  conjunction  with 
the  National  Sales  Center  and  the 
Department  of  Capital  Markets,  will 
develop  and  Implement  outreach 
acdvitie*  to  encourage  aaiet  purchases 
by  minority  and  women  Investor*.  The 
RTC  Is  not  authorized  to  offer  any  price 
advantages  to  minority  and  women 
inveator*  In  the  lale  of  its  assets.  The 
outreach  acUvitiei  will  focus  on 
explaining  the  process  and  available 
financing  options. 

Investor  Database 

Joint  venture*  initiated  to  provide 
pool*  of  venture  capital  for  purchase  of 
RTC  asset*  nvill  be  encouraged  and 
promoted  through  development  of  an 
inveator  database. 

The  database  will  be  designed  to 
provide  a  directory  of  Interested 
minority  and  women  investors  for  foint 
purchases  of  assets  with  Institutional 
Investor*  and  to  promote  transactions 
with  the  Department  of  Capital  Markets, 
the  Department  of  Resolution,  and  the 
National  Sales  Center.  Policies  and 
guideline*,  a*  well  a*  promotional 
event*,  will  be  developed  in  conjunction 
with  the  other  divisions. 

11.  Odier  Comments 

Eight  banks  argue  that  the  RTC  has 
not  complied  with  the  requirement  of 
i  IZie  of  FIRREA  that  minority  financial 
institutions  specifically  receive 
preferences  in  the  award  of  contracts. 
Several  commenters  recommend  that 
the  program  be  separated  into  two 
distinct  programs,  one  for  ethnic 
minority  contractors,  and  one  for  non- 
ethnic  women.  Several  commenters 
including  the  Rainbow  Coalition  argue 
that  the  Small  Business  Administration's 


(SHA)  section  e(a)  program  (which 
effectuates  15  U.S.C.  637(a))  should  only 
be  used  lo  supplement  the  RTCs 
program,  not  lo  be  a  substitute  for  ii. 
The  Rainbow  Coahtion  argues  that  the 
Pilot  Program  should  use  the  SBA 
definition  of  minority,  and  not  be  more 
restrictive. 

One  woman-owned  firm  commented 
that  the  program  as  presendy 
implemented  may  constitute  reverse 
discrimination.  Two  commenlers 
suggested  methods  of  financially 
assisting  MWOBs  including  advancing 
them  their  first  month's  fees  lo  assist  '.n 
overcoming  cash  flow  problems: 
developing  a  special  program  for  prompt 
payment  to  MWOBs:  and  assigning 
contracts  to  financial  institutions  lo 
permit  MWOBs  lo  obtain  contract 
financing.  A  national  bank  recommends 
that  the  RTC  consider  in%'estmg  in 
MWOB  firms  that  offer  to  purchase  non- 
minority  failed  institutions,  and  that  In 
resolving  failed  thrift  institutions,  (he 
RTC  should  target  ceriain  failed 
institutions  for  non-competitive 
acquisition  by  MWOB  financial 
Institutions.  "The  eight  banks  suggested 
that  to  increase  minority  parilcipation. 
the  RTC  should  expand  utilization  of 
minority-  and  women-owned  financial 
institution*  a*  depositaries  or  financial 
agents  to  the  RTC  consistent  with 
section  1204  of  FIRREA.  This  could 
purportedly  be  accomplished  through 
the  RTCs  Standard  Asset  Management 
and  Disposition  Agreement.  Several 
commenters  recommend  that 
contractors,  including  outside  counsel, 
should  not  receive  waiver*  of  the  ethics 
regulation*,  and  that  outside  counsel 
should  not  receive  waivers  of  the  fee 
caps,  unless  they  have  a  "significant 
MWOB  subcontracting  plan"  In  place. 

While  several  of  these 
recommendations  have  some  merit,  the 
RTC  has  determined  that  it  is  not 
necessary  to  incorporate  them  into  the 
new  interim  final  rule.  However,  the 
RTC  is  always  receptive  to  suggestions 
by  which  it  can  help  MWOBs  overcome 
hurdles  to  their  participation  in  the 
RTCs  contracung  activities.  In  response 
to  particular  comments,  the  RTC  notes 
that  it  has  never  viewed  its  utilization  of 
participants  in  the  SBA's  programs  as  a 
panacea  for  fulfilling  its  statutory 
obligations.  While  the  section.8(a) 
program  is  a  valuable  adjunct  to  the 
RTCs  own  programs,  the  RTC  has  relied 
upon  its  own  efforts,  which  will  be 
augmented  through  the  final  rule.  The 
RTC  also  notes  that  FIRREA  contains  no 
requirement  that  minority  financial 
institutions  receive  preferential 
U'eatment  in  contracting  activities 
beyond  that  provided  to  other  MWOBs. 
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These  offerora  wiU.  however,  receive 
every  comideraboa  offered  lo  other 
eligible  participant!  in  the  program. 

12.  Issues  Relating  to  Outreach  Program 
for  Minority  and  Women-Owned  Law 
Firms 

The  above  discussion  has  focused 
mainly  on  the  RTC'i  outreach  program 
for  contractors  providing  services  other 
than  legal  services.  The  following 
discussion  applies  to  the  RTC's  outreach 
program  for  hiring  law  firms  owned  by 
minoritiei  and/or  women  fMWOLFt], 
and  minorities  and  women  in  other  law 
firms. 

Commentt  Regarding  MWOLFs 

Commenters  offered  extetuive 
suggestions  to  improve  the  legal  services 
portion  of  the  program.  It  is 
recommended  that  the  organizational 
commitment  be  strengthened.  For 
example,  it  is  recommended  that  there 
be  an  entirely  new  section  of  the  RTCs 
Division  of  Legal  Services,  headed  by  an 
Assistant  General  Counsel,  to  operate 
the  program,  with  senior  level 
employees  In  each  RTC  Field  Office  lo 
oversee  it  as  well  ai  ttiffident  irambers 
of  (tafT  attoneyt  and  ripport  staff.  It  is 
recommended  that  the  MWOLF  Dire<;tor 
must  t«ptesent  the  RTC  at  conferences 
and  stretJgthen  the  RTCt  relationship 
with  the  bar  and  other  MWOLF 
organizations;  that  there  be  criteria  and 
guidelinei  for  evaluating  managers  who 
have  contracting  authority:  and  that 
oversight  aivl  evaluation  must  involve 
monthly  reports  and  visits  lo  Field 
Office*. 

It  is  alsorecommended  that  outreach 
efforts  be  improved  in  the  following 
ways.  Cotnmenten  assert  that  MWOLFs 
be  provided  training  on  new  RTC- 
spedfic  legal  issue*,  and  outreach  staff 
must  be  trained  regarding  program 
directives.  The  MWOLF  staff  must  meet 
with  MWOLF  firms  to  uncover 
problems.  Tracking  and  reporting  of  fee* 
lo  MWOLFs  must  be  improved,  and 
referral  pattenu  mujt  be  analyzed. 
Polides  must  be  improved  in  correlation 
lo  the  above  anaiyaia.  Finn  regiatration 
must  be  continued  to  increase  the 
number  of  MWOLF*  on  the  RTC  List  of 
Counsel.  The  Washington  Pilot  Program 
should  be  expanded  to  the  RTC  Field 
Offices.  New  program  initiatives  should 
be  encouraged,  including  subcontracting 
and  joint  venturing.  In  addition, 
commenters  recommended  that 
preference*  be  awarded  to  non-MWOLF 
firms  that  u5e  minority  or  women 
lawyers  on  RTC  work,  and  that  have 
effective  programs  for  prumotmg 
minorities  and  women  within  the  firm. 

The  RTC  believe*  there  is  merit  in 
recognizing  non-MWOLF  firms  that 


provide  opportunities  to  minorities  and 
women.  The  RTCs  statutory  goals  can 
be  partly  achieved  by  awarding 
preferences  and  setung  goals,  based 
upon  the  performance  of  RTC  legal 
services  by  minorities  and  women 
within  non-MWOLF  law  firms. 
Therefore,  the  new  intenm  final  rule 
recognizes  that,  in  the  legal  services 
context  individual  lawyer*  may  hold  a 
large  share  of  responsibility  for  the  RTC 
as  a  client.  Therefore,  the  RTC  will 
track,  and  will  make  every  effort  to 
increase,  the  percentage  of  legal  fees 
attributable  lo  work  performed  by 
minonty  and  female  lawyer*  in  non- 
MWOLF  firms.  As  an  internal  matter, 
the  RTC  Division  of  Legal  Services  has 
created  the  Outside  Counsel 
Management  and  Minonty  and  Women 
Outreach  Section,  to  overaee  matter* 
relating  to  outside  counsel  One  of  the 
top  priorities  of  this  section  is  the 
implementation  of  the  Minority  and 
Women  Outreach  Program  (MWOP) 
within  the  Division  of  Legal  Services. 
This  Divisioa  and  the  RTC  in  general, 
are  making  necetaary  admini*trative 
and  organizational  adjustments  to 
ensure  that  the  program  i*  carried  out 
effectively. 

Outreadi 

The  RTC  ha*  a  viride  range  of  needs 
for  legal  services  in  areas  such  a* 
litigation,  transactions,  professional 
liability,  and  environmental  law.  among 
other*.  In  carrying  out  its 
responsibilities,  the  RTC  Division  of 
Legal  Services  and  piivate  sector 
contractors  (in  particular. asset 
manager*)  who  perform  lervicei  for  the 
RTC  will  engage  MWOLF*  to  the  fullest 
extent  possible.  The  identification  and 
registration  of  such  fum*  are  nationwide 
in  scope  and  are  primarily  dependent 
upon  efforts  of  the  RTC  legal  staff 
charged  with  this  special  effort  All  RTC 
staff  respouible  for  refeiting  matter*  to 
legal  serviires  providers  will  be 
knowledgeable  of  and  promote  this 
effort. 

Generally,  the  RTC  Division  of  Legal 
Services  wiU  identify  MWOLFs  by: 

(a)  Obtaining  various  list*  and 
directories  of  MWOLFs  maintained  by 
other  governmental  agencies  and  bar 
groups: 

(b)  Targeting  appropriate  MWOLFs 
for  partidpation  in  the  RTCs  legal 
services  contracting  ediicahon  effort 
and 

(c)  Partidpating  in  conventions, 
seminars,  and  professional  meetings 
comprised  of  or  attended  by  MWOLFs. 

A  major  purpose  of  the  MWOLF 
outreach  effort  is  to  reinforce  the  RTCs 
commitment  to  the  program  and  to 
increase  awareness  among  potential 


contractors  for  legal  services  of  Ihe 
ability  lo  participate  in  this  program. 
The  RTC  Division  of  Legal  Services 
field  office  staffs  will  enhance  Ihe 
efforts  of  the  outreach  program  through 
regular  reporting  and  ongoing  tracking 
of  legal  matters  referred  lo  outside 
counsel,  identifying  areas  in  which 
MWOLFs  are  underrepresented.  The 
outreach  program  will  then  target  its 
efforts  in  areas  where  Ihe  database 
indicates  MWOLFs  are 
underrepresented. 

Referral 

The  regulation  addresses  various 
methods  that  will  be  used  by  the  RTC 
and  its  private  sector  contractors  lo 
refer  legal  work  lo  MWOLFs.  The 
FIRREA  requires  that  the  RTC  utilize  the 
services  of  Ihe  private  sector  lo  the 
extent  that  It  ii  practicable  and  efficienl 
As  the  RTC  does  lo  a  large  extent  rely 
upon  such  private  sector  contractors, 
and  such  contractors  have  significant 
responsibility  regarding  the  hinng  of 
outside  counsel,  it  is  appropriate  thai 
those  contractors,  as  well  as  RTC 
employees,  adhere  to  the  regulation  in 
this  regard. 

Certification 

Law  finns  claiming  status  as 
MWOLFs  will  be  requiredlo  proride 
sworn  certification  of  that  status.  To 
preserve  the  Integrity  and  foster  the 
objectives  of  the  program.  Ihe  RTC 
Division  of  Legal  Services  must  satisfy 
itself  that  the  ovmership  requirement*  of 
the  program  are  fulfilled. 

The  RTC  will  implement  a 
certiftcation  policy  and  procedure  for 
the  MWOLF  outreach  program  that  is 
uniform  and  consistent  and  discourages 
fraudulent  tepretentation*.  Procedures 
have  been  e*lablished  by  which  the 
Division  of  Legal  Services  will  review, 
evaluate,  and  approve  certification 
afTidaviU  from  MWOLFs  prior  lo  their 
being  placed  on  Ihe  RTC  List  of  Counsel. 

Monitoring  Performance 

The  RTC  Division  of  Legal  Services' 
field  office  staff  will  provide  complete 
and  current  data  on  a  regular  basis 
regarding  legal  services  contracting 
activity.  Minority  and  Women  Outreach 
Coordinators  will  review  and  evaluate 
the  reporting  and  registration  databases 
for  the  extent  of  MWOLF-partiapation 
and  will  prepare  such  reports  as  are 
necessary  for  the  Washmgton  legal 
staff. 

In  additioa  all  RTC  legal  staff 
dedicated  to  this  endeavor  will 
continuously  monitor  Ihe 
implementation  of  RTC  procedures, 
polides.  and  guidelines  for  compliance 
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with  the  goals  of  FIRREA  to  ensure 
meximuni  inclusion  of  MWOLFs  in  the 
provision  of  legal  services  to  the  RTC  by 
outside  counsel. 

The  RTC  recognizes  that  the  success 
of  this  program  requires  commitment 
and  leadership  from  senior  management. 
The  RTC  pledges  the  continuing 
involvement  of  all  levels  of  its  legal  staff 
in  making  this  Outreach  Program  a 
success. 

D.  Summaiy 

The  RTC  Is  adopting  these  regulations 
for  the  Department  of  Minority  and 
Women's  Programs  in  order  to 
implement  the  provisions  of  section  1216 
of  FIRREA.  which  requires  the 
establishment  of  a  minority-  and 
women-owned  business  outreach 
program  (including  the  MWOLF 
provisions)  to  ensure  effective  and 
efflcient  use  of  those  business  entities  to 
support  all  contracting  activities  of  the 
Corporation  and  the  requirements  of  the 
RRIA.  which  bolster  and  supplement  the 
requiiemenU  of  FIRREA.  It  Is  imperative 
that  MWOB  enterprises  ore  given  fair 
and  equitable  opportunities  to  contract 
with  the  RTC  Strict  conformance  to  this 
regulation  shall  be  enforced. 

In  light  of  the  passage  of  the  RRIA. 
which  occurred  after  the  issuance  of  the 
1991  Rule,  the  RTC  has  decided  to  issue 
this  rule  as  an  interim  final  rule. 
Comment  is  solicited  on  all  issues 
pertaining  to  this  Interim  final  rule,  as 
well  as  to  the  issues  raised  in  the  RRIA. 

Regulatory  Flexibility  Analysis 

As  required  by  the  Regulatory 
Flexibility  Act.  5  U.S.C  601.  et  seq^ 
comments  were  specifically  sought  on 
an  initial  regulatory  flexibility  analysis. 
No  comments  were  specifically  filed  in 
response.  The  following  analysis  is 
provided. 

a.  Reasons.  Ob|ectives,  and  Legal  Bases 
Underlying  the  Interim  Final  Regulations 

These  elements  have  been  discussed 
elsewhere  in  the  Supplementary 
Information.  Specifically,  it  has  been 
noted  that  the  RTC  is  statutorily 
mandated  to  provide  an  outreach 
contracting  program  for  a  certain 
segment  (minority-  and  women-owned) 
of  small  business  firms,  including  law 
firms.  By  publishing  this  interim  final 
regulation  the  RTC  intends  to  have 
aggressive  outreach  to  minorities  and 
women  and  firms  owned  by  minorities 
and  women  to  enable  them  to 


participate  more  fully  m  RTC 
contracting  activities. 

b.  Small  Entities  to  Which  the  Interim 
Final  Regulations  Would  Apply 

This  element  is  discussed  elsewhere 
in  the  Supplementary  Information. 

c.  Impact  of  the  Interim  Final 
Regulations  on  Small  Businesses 

Participation  in  the  program  is  purely 
voluntary,  and  is  beneficial  to  the 
participants.  Projected  reporting, 
recordkeeping,  and  other  compliance 
requirements  fall  upon  the  RTC  as 
described  above  in  the  preamble.  All 
KfWOB  firms  will  need  only  to  certify  as 
to  their  status  prior  to  contract  award. 
This  requirement  will  entail  only  the 
filling  out  of  a  certification  form  and  will 
not  require  the  use  of  professional  skills 
for  the  preparation  of  special  reports  or 
records.  The  RTC  seeks  comments  on 
alternative  methods  of  compliance,  or 
reporting  requirements. 

The  RTC  expects  to  increase  the 
volume  of  legal  services  performed  by 
MWOLFs.  Projected  reporting, 
recordkeeping,  and  other  compliance 
requirements  fall  upon  the  RTC.  as 
described  above  in  the  preamble.  The 
MWOLFs  will  need  to  complete  the  law 
firm  application  materials  and  the 
MWOLF  certification.  The  RTC  seeks 
comments  on  alternative  methods  of 
compliance  or  reporting  requirements. 

d.  Overlapping  or  Conflictiiig  Federal 
Rules 

There  are  no  known  Federal  rules 
which  overlap,  duplicate,  or  conflict 
with  the  interim  final  regulation. 

e.  Alternatives  to  the  Interim  Final 
Regulation 

The  RTC  has  not  Identified 
alternatives  that  would  be  less 
burdensome  to  small  businesses  and  yet 
effectively  accomplish  the  objectives  of 
the  interim  final  regulation.  The  RTC 
has  made  every  attempt  to  bear  the 
administrative  burdens  rather  than 
shifting  them  to  prospective  contractors. 

List  of  SubjacU  In  12  CFR  Pajt  1S17 

Government  contracts.  CovemmenI 
employees.  Lawyers.  Legal  services. 
Minority  businesses.  Savings 
associations.  Women. 

For  the  reasons  set  out  in  the 
preamble,  the  RTC  hereby  revises  part 
1617.  title  12.  chapter  XVL  of  the  Code  of 
Federal  Regulatioiu  to  read  as  follows: 


PART  1617— «INORiTY  AND  WOMEN 
OUTREACH  AND  CONTRACTING 
PROORAM 

Subpart  A— General  Provisions 

Stc- 

1617  1     Purpose. 

16172    Policy. 

1617.3  Contracting  obiectives. 

1617.4  Dennilions. 

1617.5  .  Scope. 

Subpart  B— Outreach 

1617.10  RTC  organiulional  responsibilities 
end  staffing. 

1617.11  Program  components. 

1617.12  Promotion. 

1617.13  CeniricaUon/vertflcalion. 

Subpart  C — Joint  Venluret 

1617.20  CeneraL 

1817J1  Eligibility. 

1617.22  Eilabliihing  joint  veniures. 

1617.23  joint  venture  agreemenii. 

Subpart  O— Subcontracting 

1617.30    Policy. 

Subpart  E— Solicitation  and  Contract  Award 
QukMtnM 

1017.40  Inclusion  in  solicitations. 

1617.41  Right  to  award  controctj  reserved. 

1617.42  Ptrtidpalion  by  Deparuneni  of 
Minority  and  Women's  Programs  in 
soUdUtlon  and  award  process. 

Subpart  F— Ualson  wim  OMalon  of  Legal 

Sarvlees 

1617 JO    Legal  programs  unit 

Subpart  a— Cost  and  Technical  Bonuses 

1617.60    Policy. 

1617JI1    Application  of  technical  and  cost 

bonus  points. 
1617.62    Authority  to  adjust  technical  and  - 

coal  bonus  poinu. ' 
Subpwt  H— ConsMvatorsMp  Contracting 
1617 JO    Policy  and  application. 
Subpart  I— Ovaraigm  and  UonHorIng 
1617.80    Oversight 
1617.S1    Monilocing. 

1617.82  Performance  appraisals. 

1617.83  InceoUv*  awards. 

Subpart  J— CwMfal  Provtatona  AppllcabIa 

to  Law  Firms 

1617.90    Policy  and  scope. 

1617.01    Definitions. 

Subpart  K— law  Firm  Outrasdi 

1617.100  IdenSficaUon  of  MWOLFs. 

1617.101  Promotion  of  MWOLFs._ 

1617.102  Compliance. 

1617.103  Certlflcation. 

Subpart  L— Law  Fkm  Otrtcl  Ralarral,  Joint 
Varrtura,  and  Othar  A/rangamanta 

1617.110  General 

1617.111  Direct  referral 

1617.112  loint  venture/co-counael  referral. 

1617.113  Other  amngementa. 
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Suk«Mt  M— La*  fkn  Owwvlght  tnd 
MomioilMg 

1617.120    Ovenighl  and  monilonng. 
Authority;  12  U.S.C  l'Ml((l|  and  lU]e 

Subpart  A — General  Provisions 

i  1817.1    PurpoM. 

(a)  Section  1Z16  of  the  Flnaodal 
Institutions  Reform.  Recovery,  anxj 
Enforcement  Act  of  1989  (FIRREA).  12 
U.S.C  18338.  requires  the  Resolution 
Trust  Corporation  (RTC  or  the 
Corporation)  to  prescribe  regulations  to 
establish  and  oversee  a  minority 
outreach  program  to  ensure  inclusion,  to 
the  maximum  extent  possible,  of 
minorities  and  women,  and  entities 
owned  by  minoritiei  and  women, 
including  financial  institutions, 
investment  banking  firms,  underwriters, 
accountants,  and  providers  of  legal 
services,  in  all  contracts  entered  into  by 
the  agency  with  such  persons  or  entities, 
public  and  private.  In  order  to  manage 
the  institutions  and  their  assets  for 
which  the  agency  is  responsible  or  to 
perform  such  other  functions  authorized 
under  any  law  applicable  to  such 
agency. 

(b)  This  part  details  the  procedures 
that  the  RTC  will  follow  to  ensure  the 
inclusion  of  finns  owned  by  minorities 
and  firms  owned  by  women  in  RTCs 
contracting  for  goods  and  services  in 
connection  writh  its  management  of 
savings  and  loan  bistitutioiu  placed 
under  RTC  control  and  disposition  of 
their  assets. 

(c)  This  part  applies  to  all  contracting 
activities  engaged  in  by  RTC  in  any  of 
its  capacities.  iru-hw4ing  gi]  coDtracis 
with  private  persons  and  entities  for  all 
RTC  functioiu  authorized  by  law. 

IKirj    Poltcy. 

It  Is  the  policy  of  the  RTC  that 
minorities  and  women,  and  firms  owned 
and  operated  by  minorities  and  firms 
owned  and  operated  by  women,  have 
the  opportunity  to  partidpale,  to  the 
maximum  extent  possible.  In  aU  relevant 
contractlag  activities  af  the  Corporation. 
The  RTCi  objective  in  contracting  wiU 
be  achieved  through  the  establishment 
of  goals  using  RTC  contracting 
procedures.  This  applies  to  contracting 
for  the  procurement  of  goods  and 
services,  and  the  contracting  activities 
of  conservatorafaips  and  receiverships. 

i  1t17J    Contracting  ob^•ei^^•M. 

The  RTC  has  established  standards 
by  which  it  wiH  evaluate  its  success  in 
maximizing  participation  of  minority- 
and  women-owned  businesses 
(MTA'OBs)  In  its  contracting  activities. 
The  awards  and  fees  will  be  tracked 
separately  for  minorities  and  for  women. 


The  RTCs  saccess  in  meeting  its 
objectives  will  be  evsluated 
penodically.  and  modifications  to  this 
part  will  be  made  as  necessary  m  light 
of  those  results. 

(a)  Each  office,  including  sales 
centers,  must  make  every  effort  to  raise 
MWOB  participation  in  accordance  with 
the  RTCs  objectives. 

(b)  Contractors  are  strongly 
encouraged  to  utilize  joint  ventures  and 
subcontracting  arrangements  with 
MWOBs  to  increase  MWOB 
participatioa  Boous  consideration  will 
be  given  to  cootractors  that  throogh 
joint  ventures  or  subcootracting.  achieve 
specified  levels  of  MWOB  participation. 

(c)  Within  6  months  of  the  date  of 
conservatorship,  each  conservatorship 
must  bring  its  cootracting  activity  into 
compliance  with  the  RTC's  Minority  and 
Women  Outreach  and  Contracting 
(MWOQ  Program's  policies  and 
procedures. 

(d)  Evaluation  of  performance  of 
contractors  will  Include  their  efforts  and 
success  in  meeting  MWOC  Program 
goals.  The  RTC  will  conduct  periodic 
visits  or  audits  of  contractors  to  assess 
their  compKance  with  RTC  MWOC 
Program  poHoes. 

(e)  AU  annual  evaluations  of 
performance  for  senior  officials  in  each 
RTC  office  sfaaD  indnde  a  review  of  his 
or  her  success  In  meeting  the  goals  and 
objectives  of  the  MWOC  Program. 

{1617^   Oeflonioos. 

The  following  definitions  apply  to 
i  i  iei7.1  throvgh  1017.63. 

li)/oint  venture  means  an  association 
of  entities  and/ or  Individuals,  one  of 
which  qualifies  as  an  MWOB.  formed  by 
written  contract  to  engage  in  and  carry 
out  a  specific  business  venture  for  which 
purpose  they  combine  their  eilarts. 
resources,  and  skills  for  joint  profit,  but 
not  necessarily  on  a  continuing  or 
permanent  basis  for  conducting  bosiness 
generally. 

(b)  Atanagemeat  and  daily  businesM 
operations.  <1)  fai  order  for  minorrties  or 
women  to  be  faaad  to  oontrol  sod 
manage  a  bssiaess  coaoem.  the 
following  must  exist 

(ij  A  mloority  or  woman  most  hold  the 
position  of  President  or  Chief  Executive 
Officer 

(ii)  The  minority  memberfs)  or  woman 
[wom£c|  span  wIubb  pKgihiHty  is  based 
shall  control  the  Board  ci  Directors  of 
the  firm  (if  the  firm  is  a  corporstioa): 

(iii)  The  relevant  minority  memberts) 
or  woman  (womenj  must  have  directly 
related  managerial  or  technical 
experience  and  competence:  and 

(iv)  Minority  group  members  or 
women  must  be  directly  responsible  for 


the  day-4o-day  msaagemeot  of  the 
business. 

(2)  To  estsbliab  such  day-to-day 
management  responsibility,  all  of  the 
following  functions  must  be  performed 
by  the  minority  or  woman  President  or 
Chief  Executive  Officer  (or  functional 
equivalent): 

(i)  Establisbnem  of  company  policies: 

(ill  Determmstion  and  selection  of 
business  Opportumues: 

(iii)  Supervision  and  coordination  of 
projects: 

(iv)  Control  of  major  expenditures: 

(v)  Hiring  and  dismissing  of  key 
personnel: 

(vi)  Marketing  and  sales  decisions: 
and 

(viij  Signature  on  major  business 
documents. 

(c)  Minority  means  any  Asian 
American.  Black  American.  Eskimo. 
Hispanic  Americaa  Native  .American,  or 
Pacific  Islander,  who  is  either  a  citizen 
or  a  permanent  resident  of  the  L'niled 
States. 

(1)  Asian  American — A  person  having 
origins  in  any  of  the  original  peoples  of 
the  Far  East.  Southeast  Asia  or  the 
Indian  Subcontinent. 

(2)  Black  American  (not  of  Hispanic 
origin) — A  person  having  origins  in  any 
of  the  black  racial  groups  of  Africa. 

(3)  Eskimo— fi  person  having  origin  in 
the  Eskimo  or  Aleutian  peoples. 

{*)  Hitpanic  American — A  person  of 
Meidcan.  Puerto  Rican.  Cuban.  Central 
or  South  American,  or  other  Spaiush 
culture  or  odgin.  regardless  of  race. 

(5J  Natrre  Aaericaa — A  person 
having  origins  la  any  of  the  original 
peoples  of  North  America. 

(6)  Pacific  Isiaader — A  person  having 
origin  in  any  of  the  nations  commonly 
referred  to  as  the  Tacific  Rim 
Coimtries."  Including  the  Hawaiian 
Islands. 

(d)  Minority-owned  business  means  a 
business  tuiiLein  that  is  owned  and 
controlled  by  om  or  more  members  of  a 
minority  group. 

(ej  MWOB  means  minority-  and 
women-owned  business. 

[T\  Owned  me^ns  a  business  which  is 
more  than  SO  porcaat  unconditionally 
owned  by  one  or  more  members  of  a 
minority  group  or  by  one  or  more 
women  oc  in  the  case  of  a  publicly- 
owned  h!iftinpgi  more  than  SO  percent  of 
each  class  of  voting  stock  of  which  is 
uncondiliooally  owned  by  one  or  more 
members  of  a  minority  group  or  by  one 
or  more  women,  or.  in  the  case  of  a 
partnership,  more  than  50  percent  of  the 
partnership  interest  is  unconditionally 
owned  by  one  or  more  members  of  a 
minority  group  or  by  one  or  more 
women- 
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(g)  Controlled  means  a  business 
who&e  management  and  daily  business 
operations  are  controlled  by  one  or 
more  such  individuals. 

(h)  Unconditional  ownership  means 
ownership  that  Is  not  subject  to 
conditions  precedent,  conditions 
subsequent,  executory  agreements, 
voting  trusts,  shareholder  agreements,  or 
other  similar  arrangemenis  which  serve 
10  allow  the  primary  benefits  of  program 
participation  to  accrue  to  entities  or 
indls-iduals  other  than  those  upon  whom 
eligibility  for  this  program  is  based. 

(i)  Women-owned  business  means  a 
business  concern  In  which  more  than  SO 
percent  Is  owned  by.  and  the  business  is 
controlled  by.  one  or  more  women  and  a 
significant  percentage  of  senior 
management  positions  are  held  by 
women.  These  senior  management 
positions  are  enumerated  in  the 
definition  of  "Management  and  daily 
business  operations"  in  paragraph  (b)  of 
this  section. 

Sieuj  Scop*. 

Sections  1617J  through  1617.83  apply 
to  all  contracting  activities,  with  the 
exception  of  contracting  for  legal 
services,  engaged  In  by  RTC  In  any  of 
its  capacities,  for  all  RTC  functions 
authorized  by  law.  These  contracu  will 
typically  pertain  to  services  such  as 
asset  management,  accounting  services, 
appraisals,  property  management, 
information  systems,  property 
maintenance,  surveying,  general 
contracting  and  subcontracting, 
architectural/engineering  consulting, 
construction  consulting,  property  tax 
consulting,  title  work,  financial 
investigation  services,  marketing, 
signage  and  printing  services,  and 
related  services.  Contracting  for  legal 
services  is  governed  by  5  5  1817.90 
through  1617.120. 

Subpart  B — Outreach 

{1S17.10    RTC  OfB«it3t»tk>nii 
r«spontU>HlttM  and  stafflog. 

(a)  Organization.  The  RTC  will  have 
staff  and  resource*  devoted  to  this 
program  in  each  of  It*  office*. 

(1)  The  RTC  ha*  established  a  MWOC 
Program  in  Washington  with  an 
Assistant  Vice  President  to  provide 
direction,  consultation,  and  training  to 
other  RTC  offices  in  order  to  ensure  that 
this  program  is  being  effectively  and 
consistently  Implemented. 

(2)  There  will  be  three  basic  functions 
in  this  new  office: 

(i)  Business  Program— to  deal  writh 
contracting,  minority  and  women 
investors,  and  minority  institution 
deposit*  and  ownership: 


(ii)  Legal  Program — to  establish  a 
liaison  and  partnership  with  the 
Division  of  Legal  Services  to  ensure  that 
minority-  and  women-owmed  law  firms 
(MWOLf  s)  and  minonties-  and  women 
in  non-MWOLF  firms  receive  an 
equitable  share  of  legal  engagements: 
and 

(iii)  Policy  Development  and 
Evaluation — 10  include  oversight  and 
monitoring  activities  for  the  program. 

(b)  Role  ofMWOB  Program  staff.  In 
each  RTC  office,  the  MWOC  Program 
staff  is  expected  to  develop  ajid 
maintain  a  direct  working  relationship 
with  the  contract,  program  and  sales 
offices,  oversight  manageft.  and 
conservatorship  staff  in  order  to 
increase  the  number  of  contracu  and 
fees  awarded,  as  well  as  sales 
transaction*,  to  minority-  and  women- 
owned  businesses.  The  MWOC  Program 
staff  will; 

(1)  Monitor  all  contracting  activities  of 
the  RTC  and  its  contractor*  for 
compliance  with  this  program: 

(2)  Implement  the  MWOB  cerUBcalion 
process:  , 

(3)  Increase  the  MWOB  database,  and 
develop  geographically  based,  potential 
contractor  source  lists: 

(4)  Implement  training  workshop*  on 
contracting  to  Increase  access  to  and 
award  of  RTC  contracts; 

(5)  Provide  complete  and  up-to-date 
information  on  all  contracting  activities. 
Investment  opportunities,  and  legal 
services  to  appropriate  interest  groups: 
and 

(6)  Develop  networking  forums  among 
minority  and  women  investor  groups  to 
promote  sales  of  RTC  assets. 

(c)  Reporting  Authority.  The  MWOC 
Program  staff  In  the  RTC  Field  Offices 
will  report  direcdy  to  the  Assistant  Vice 
President  Department  of  Minority  and 
Women'*  Programs,  in  Washington.  This 
includes  the  direct  oversight  and 
management  of  the  program's 
implementation  in  accordance  with  RTC 
policy,  directives,  and  procedures.  All 
MWOC  Program  personnel  decisions 
which  Inchide  selections,  performance 
appraisal*,  promotion,  and  disciplinary 
actions  shall  be  made  direcdy  by  the 
above  mentioned  Assistant  Vice 
President  of  Minority  and  Women's 
Program*. 
S1t17.11    Pro»*n  component*. 

(a)  Outreach.  A  continuing  effort  of 
the  RTC  involves  identifying  MWOBs 
capable  of  providing  contracting 
services  to  the  RTC  This  effort  U 
nationwide  in  scope  and  focuses  on 
networking  and  training. 

(1)  Networking.  Field  staff  and  the 
Washington  Office  wiU  network  with 
Federal.  Slate  and  local  governments: 


nonprofit  organizations:  professionaj 
and  trade  organizations:  and  participate 
in  conventions  and  seminars  sponsored 
and  widely  attended  by  minorities  and 
womea  Through  these  activities,  the 
staff  will: 

(i)  Develop  directories  of  minority- 
and  women-owned  firms  capable  of 
providing  services: 

(ii)  Target  appropriate  firms  tor 
participation  in  the  RTC's  contractor 
training  effort 

(iiil  Develop  promotional  campaigns 
to  inform  the  minoniy-  and  women- 
owned  business  community  of  the 
Corporation's  needs  and  its  commiiment 
to  involve  such  firms  in  its  contr.iciing 
activities: 

(iv)  Disseminate  information  on 
purchasing  RTC  assets  and  thrifts: 

(v)  Assist  program  participants  in 
understanding  and  meeting  the  RTCs 
contracting  needs,  especially  as  they 
will  be  represented  in  various 
Solicitations  of  Services  (SOS): 

(vi)  Determine  prospective  program 
participants  and  identify  them  as 
MWOB*  in  the  RTC  database,  as  well  as 
assist  them  in  understanding  RTCs 
regulations  governing  ethical 
responsibilities,  conflicts  of  interest, 
confidentlalify.  and  the  certification 
process  as  an  eligible  MWOB. 

(2)  Database  review.  The  Field  staff 
will  enhance  Uie  efforts  of  the  outreach 
program  through  their  ongoing  review  of 
the  MWOB  database,  identifying 
geographic  and  service  categories  in 
which  firms  are  underrepresenled.  The 
outreach  program  will  target  its  efforts 
in  areas  where  the  MWOB  database 
indicates  MWOBs  are 
underrepresentetL 

(b)  Troining.  The  Washington  Office 
will  coordinate  training  initiatives, 
workshop*,  and  seminars  for  MWOBs 
and  RTC  stafL  These  activities  are 
designed  to  increase  awareness  of  the 
RTC  contracting  process,  regulations, 
and  special  InidaUves.  as  well  as  ensure 
that  all  RTC  stoH  who  interact  with  the 
contracting  and  investment  community 
are  knowledgeable  of  and  support  the 
program.  These  acUviUes  include: 

(1)  The  coordination  with  Field  staff 
on  identifying  and  targeUng  technical 
training  needs  of  MW(3B  contractors: 

(2)  The  development  of  traming 
materials  and  modules  for  MWOB 
contractor*,  and  where  appropriate, 
other  contractor*,  to  increase  MWOB 
subcontracting: 

(3)  The  coordination  with  the 
contracting  office  on  increasing 
awareness  of  MWOC  Program  policies, 
directive*,  and  program  goals  and 
objective*  In  the  contractor  training 
module*  for  RTC  staff:  and 
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(4)  The  development  of  an  internal 
education  program  to  promote  the 
awarenejs  of  all  RTC  staff  about 
MWOB  firms  and  the  RTCs 
commitment  to  their  full  participation  in 
lis  activities. 

(c)  MWOB  media  program.  The 
Department  of  Minority  and  Women's 
Programs  will  establish  a  MWOB 
database  program  of  related  information 
for  utilization  in  promoting  training 
workshops  and  seminars,  procurement 
and  subcontracting  opportunities,  and 
the  sale  of  assets. 

(d)  Special  events.  Special  events  will 
be  developed  to  meet  needs  or  concerns 
of  MWOBs.  These  events  may  include: 
"subcontracting  trade  fairs,"  "open 
houses"  with  SAMDA  contractors. 
Investor  forums,  and  coordination  of 
events  with  the  Minority  Business 
Development  Agency.  Small  Business 
Administration,  other  governmental 
entities,  and  private  and  nonprofit 
organizations. 

{1617.12    Promotion. 

(a)  The  RTC  will  conduct  seminars 
and  workshops  within  this  community. 
The  focuj  of  these  encounters  will  be  to 
provide  information  regarding  the 
program,  itt  goali  and  obfectives.  and 
companies  qualified  to  partidpale  in  the 
program:  facilitate  interaction  between 
RTC  and  this  community:  and  manifest 
RTC«  commitment  to  doing  business 
with  these  groups. 

(b)  Opportunities  for  MWOBs  will  be 
expanded  by  encouraging  both  minority- 
and  women-owned  firms  to  form  joint 
venture  arrangement*  and  cooperative 
agreements  with  majority-owned  (l.e. 
other  than  MWOB)  firms. 

1 1617.13    Centfleatton/vwtflcatton. 

(a)  Each  fim  claiming  status  as  an 
MWOB  will  be  required  to  provide 
certification  and  verification  of  that 
status.  To  preserve  the  integrity  and 
foster  the  objectives  of  the  program. 
RTC  must  satisfy  itself  that  the 
ownership,  control,  and  day-to-day 
management  requiiement*  of  the 
program  are  fulfilled.  On-site 
visitations/audits  will  be  coordinated 
with  the  Office  of  Contractor 
Monitoring. 

(b)  Accordingly,  RTC  will  implement  a 
certification  policy  and  procedure  that  is 
uniform  and  consistent,  and  discourage 
fraudulent  representations.  Procedures 
%vill  be  established  by  which  the 
Department  of  Minority  and  Women's 
Programs  will  review,  evaluate,  and 
tentatively  approve  certification 
affidavits  from  MWOBs.  subject  to  the 
verification  process,  prior  to  any 
contract  award.  Accomplishment  of  this 
segment  of  the  program  will  involve  the 


procedures  in  paragraphs  (b|(l|  through 
(7)  of  this  section. 

(1)  The  RTC  will  send  all  firms 
selected  as  offerors  a  certification 
affidavit  to  be  completed  and  submitted 
with  the  proposal. 

(2)  The  Department  of  Minonly  and 
Women's  Programs  will  review  returned 
certification  documents  to  assure  that 
the  potential  participant  has  qualifying 
status. 

(3)  When  an  MWOB  firm  is  selected 
for  an  award,  verification  procedures, 
through  the  mechanism  of  sit:  visit/ 
audit  will  be  initiated  for  all  contracts 
with  estimated  fees  of  over  S50.000. 
Verification  will  also  be  required  when 
an  award  will  result  in  an  accumulation 
of  over  SSO.OtX)  in  estimated  fees  to  a 
contractor.  This  process  applies  to  those 
firms  that  have  not  been  previously 
verified.  Further,  the  Department  of 
Minority  and  Women's  Programs 
reserves  the  right  to  perform  an  onsite 
visitation  to  firms  with  fees  under 
SSatXX). 

(4)  The  MWOB  firms  currently  doing 
business  with  the  RTC  are  required  to 
complete  a  new  certification  affidavit 

(5)  The  certification  confirmation 
granted  MWOB  film*  will  be  valid  for  a 
period  not  to  exceed  12  month*  from  the 
date  certification/veTification  is 
approved.  The  contractor  will  be 
required  to  inform  RTC  of  any  action 
which  changes  or  affects  the  MWOB 
statu*.  Failure  to  notify  RTC  of  a  change 
in  MWOB  statu*  will  result  in  adverse 
action*  by  the  Corporation. 

(S)  Contnct*  may  be  terminated 
should  falsification  of  telf-certification 
be  di*covered.  with  appropriate 
refeirali  to  the  Office  of  the  Inspector 
CeneraL 

(7)  Adequate  notice  %vill  be  provided 
of  a  determination  of  ineligibiUty.  An 
opportunity  to  respond  to  *uch 
determination  will  be  provided. 

Subpart  C— Joint  V*nt«n«* 

11617.20    Oonerai. 

In  an  effort  to  encourage  and  enhance 
opportunities  for  MWOBs  to  gain  access 
and  entry  to  RTC  contracting  activities, 
the  Corporation  supports  and  promotes 
the  concept  of  joint  ventures.  The 
intention  of  this  promotion  is  that 
through  such  an  effort  MWOBs  %viU 
acquire  training  through  the  association 
with  a  more  established  or  larger  firm 
and  will  increase  resource  development 
opporiunities  so  that  MWOB  firms  may 
eventually  have  the  expertise  and 
capacity  to  compete  Independently. 

9  1617J1  Eligibility. 

A  joint  venture  will  be  eligible  for  this 
program  if: 


(a)  Each  MWOB  is  responsible  for  a 
clearly  defined  portion  of  the  work  to  be 
performed  and  holds  management 
responsibilities  in  the  joint  venture:  and 

(b)  The  MWOB  performs  at  least  25 
percent  of  the  duties  and  is 
contractually  entitled  to  compensation 
proportionate  to  its  duties. 

{  1617.22    EitibllsNng  Joint  ventures. 

A  firm  receiving  a  solicitation  from 
RTC  may  form  a  qualifying  joint  venture 
with  one  or  more  other  firms  that  may  or 
may  not  have  received  the  solicitation. 
Each  joint  venture  which  is  established 
before  receipt  of  any  SOS.  and  every 
joint  venture  engaged  by  RTC  must 
have  its  own  Tax  Identification  Number 
and  must  meet  RTCs  fitness  and 
integrity  requirements. 

1 1617.23    Joint  vontur*  agre«m«nts. 

To  qualify  for  bonus  considerations 
the  joint  venture  must  provide  a  copy  of 
its  tvritten  joint  venture  agreement  to 
RTC  at  the  time  it  submits  a  proposal. 
That  agreement  must  clearly  identify  the 
extent  of  partidpaUon  for  each  firm  in 
the  joint  venture  and  address,  among 
other  matter*,  the  following: 

(a)  The  pttrpose  of  (he  joint  venture; 

(b)  The  management  ttnicture  of  the 
joint  venturr. 

(c)  The  percentage  of  RTC  funds 
earned  by  the  joint  venture  to  be 
di*tributed  to  the  MWOB  concern  and 
the  allocation  of  losses,  if  any: 

(d)  All  major  equipment  facilities,  and 
other  resource*  to  be  furnished  by  each 
participant  to  the  joint  venture: 

(e)  Tlat  each  party  to  the  joint 
venture  is  jointly  and  (everally  liable  for 
the  liabiliUe*  of  the  joint  venture: 

(f)  That  the  MWOB  joint  venture 
partner  will  have  the  opporiunity  to 
repteaent  it*eU^  or  will  otherwise  be 
represented  at  all  RTC  meetings,  such  as 
bidden'  conferences,  debriefings, 
contract  closing*  and  contract  oversight 
review*:  and 

(g)  That  all  partiei  to  the  joint  venture 
will  fully  di*cloie  to  one  another  all 
SOS.  ta*k  order  bid*,  notices  of  best  and 
final  offer*.  SOS  amendments,  notice  of 
award*,  contracts  and  any  and  all  other 
documents  or  meetings  necessary  or 
relative  to  the  joint  venture.  Such 
disclosure*  muit  be  made  to  the 
minority  or  women  venturers  before 
submission  of  any  proposals,  bids,  or 
offer*  for  contracts  with  the  RTC 

Subpart  0— Subcontracting 

f16l7J0    PoHcy. 

(a)  The  RTC  has  determined  that  one 
of  the  most  effective  methods  for 
increasing  participation  of  MWOBi  in 
its  contracting  activities  is  the  use  of 


866 


Representative  Torres 

Federal  Re^er    /  Vol.  57.  No.  154  /  Monday.  August  10.  1992  /  Rules  and  Regulations      35737 


MWOBs  as  subcontractors.  Generally,  a 
suitable  level  of  MWOB  subcontracting 
is  25  percent  of  the  work  on  a  contract. 
While  the  ability  to  subcontract  is 
within  the  power  of  the  contractor,  the 
RTC  will  provide  incentives,  including 
the  award  of  cost  and  technical 
preferences  to  offerors  that  commit  to 
subcontracting.  Greater  incentives  will 
be  available  to  contractors  who  reach 
levels  of  subcontracting  greater  than  25 
percent. 

(b)  In  accordance  with  RTCs  other 
general  requirements  for  subcontracting 
activity,  the  RTC  shall  satisfy  itself  that 
9II  private  sector  firms  awarded  a 
contract  with  the  RTC  will  provide  the 
maximum  practicable  opportunity  to 
minority-  and  women-owned 
contractors  to  participate  in 
subcontracting  awards.  All  RTC 
contractors  must  agree  to  carry  out  this 
"maximum  inclusion  practicable"  policy 
in  a  manner  consistent  with  RTCs 
overall  contracting  policies  and 
procedures. 

(c)  Bonus  considerations  are  avaUable 
to  any  offeror  who  demonstrates  a 
commitment  to  subcontract  at  least  25 
percent  or  more  of  the  work  and 
commensurate  fees  under  a  contract  to 
MWOBs.  Any  offeror  that  seeks  to 
obtain  bonus  coiuiderations  on  a  prime 
contract  or  task  order  agreement 
through  subcontracting  work  to  MWOBs 
must  submit  with  its  proposal  a 
subcontracting  plan. 

(d)  The  subcontracting  plan  must 
include  within  the  proposal: 

(1)  Specific  roles  and  responsibilities 
of  the  MWOB  subcontractors: 

(2)  Separate  percentage  goals  for 
using  minorities  and  women  as 
subcontractors  (how  many  minorities 
and  how  many  women): 

(3)  Previous  experience  working  with 
MWOB  firms: 

(4)  Estimated  dollar  amounts  of 
participation  of  MWOB  subcontractors: 

(5|  The  name  of  an  individual 
employee  of  the  offeror  who  will  be 
charged  with  administering  the  offeror's 
subcontracting  program  and  a 
description  of  the  duties  of  the 
individual: 

(8)  A  description  of  the  efforts  the 
offeror  will  make  to  ensure  that 
minority — and  women-owned 
contractors  will  have  an  equitable 
opportunity  to  compete  for  subcontracts: 
and 

(7)  Assurances  that  the  offeror  will 
cooperate  in  any  oversight,  review, 
study  or  surveys  as  may  be  required. 

(e)  Implementation  factors: 

(1)  After  contract  award,  names  of 
contractors  Tirms  that  will  receive  work 
through  subcontracting  must  be 


provided,  as  well  as  the  amount  of  work 
and  compensation. 

(2)  The  Department  of  Minonty  and 
Women's  Programs  shall  act  as  liaison 
to  RTC  oversight  managers  for 
consultation  on  MWOB  issues. 

(3)  The  Department  of  Minonty  and 
Women's  Programs  shall  monitor, 
oversee,  and  provide  assistance  to  RTC 
contractors  to  carry  out  the 
subcontracting  policy. 

(4)  The  contractor  will  be  required  to 
submit  periodic  reports  to  the 
contracting  office  in  order  to  allow  RTC 
to  determine  the  extent  of  compliance 
by  the  contractor  with  the 
subcontracting  plan.  Summary 
subcontracting  reports  will  be  required 
in  accordance  with  RTC  instructions. 

(5)  The  contractor's  subcontracting 
plan  shall  apply  throughout  tiie  life  of 
the  specific  task  order. 

(6)  The  RTC  will  evaluate  as  part  of 
the  contractor's  performance  the 
utilization  of  minority-  and  women- 
owned  contractors  in  the  contractor's 
subcontracting  program.  This  evaluation 
will  be  used  by  RTC  to  recommend  the 
contractor  for  monetary  incentives. 
When  using  any  contractual  incentive 
provislona  based  upon  rewarding  the 
contractor  for  exceeding  goals.  RTC 
must  ensure  that  the  goal*  are  realistic 
and  any  rewards  for  exceeding  the  goals 
are  commensurate  with  the  efforts  the 
contractor  would  not  have  otherwise 
expended. 

Subpart  E— Solicitation  and  Contract 
AiMard  Guidelines 

S1S17.40    Inclusion  In  toUOtationa. 
RTC  policies  and  guidelines  will 
ensure  to  the  maximum  extent  possible 
that  MWOB  firms  are  included  in  each 
contract  solicitatioiL  This  may  be 
achieved  by.  among  other  methods, 
soliciting  proposals  for  asset  managers 
to  manage  small,  homogeneous, 
geographically  concentrated  asset  pools. 
For  noncompetitive  contracts  under 
SS,(X».  MWOB  firms  shall  be  given  first 
consideration, 

}  1S17.41    Right  to  award  contracts 
raaarvad. 

The  RTC  reserves  the  right  to  award  a 
contract  directly  to  a  MWOB  either  by 
technical  competition  or  by  non- 
competitive award. 

§  1817.42    PartlclpiUon  by  th*  0«part(n«nt 
of  IMInonty  and  Woman's  Programs  In 
sollcllatton  and  award  procsss. 

(a)  The  Department  of  Minority  and 
Women's  Programs'  staff  will  have  the 
opportunity  to  participate  in  the  initial 
review  and  Statement  of  Work  meeting 
with  the  requesting  program  office  and 
Legal  Division  to  establish  milestones. 


specific  task  descriptions,  and 
contractor  responsibilities.  The 
Department  of  Minority  and  Women  s 
Programs  will  have  the  opportunity  10 
participate  in  the  Source  Selection  Plan 
process  to  assure  inclusion  of  .MWOB 
firms.  The  Department  of  .Minority  and 
Women's  Programs  will  assure: 

(1)  Selection  criteria  for  notices  or 
issuance  of  SOSs: 

(2)  Advertising  language:  and 

(3)  The  contract  parameters  are  fair 
equitable,  and  consistent  with  the 
contract  requirements.  This  includes 
reasonable  standards  for  most 
important,  more  important,  importani 
factors,  and  scoring  criteria. 

(b)  The  contracts  office  shall  receive 
questions  either  in  written  form  or  by 
offerors'  meetmgs  from  offerors  and 
develop  answers  in  consultation  with 
the  Program  Office,  Legal  Division,  and 
MWOC  Program  representatives. 

(c)  The  Department  of  Minority  d.id 
Women's  Programs  staff  will  have  liie 
opportunity  to  participate  or  have 
concurrence  in  the  Technical  Evaluation 
Process.  After  the  technical  evaluation, 
scoring  material  shall  be  available  for 
review  and  concurrence  by  the  Program 
OSice,  Legal  Division,  and  the 
Department  of  Minority  and  Women's 
Pr<^ms, 

(d)  The  Department  of  Minorilv  and 
Women's  Programs  shall  concur  on  the 
assignment  of  technical  and  cost  bonus 
points  prior  to  selection  to  the 
competitive  range. 

(e)  In  the  post  award  phase,  the 
Department  of  Minority  and  Women's 
Programs  shall  participate  in  MWOB 
debriefmgs  and  contractor  performance 
evaluations. 

(f)  The  Department  of  Minority  and 
Women's  Programs,  in  conjunction  with 
the  contracting  monitoring  office,  will 
conduct  quarterly  and  annual  site 
visitations  to  Standard  Asset 
Management  and  Disposition 
Agreement  (SAMDA)  contractors  to 
review  for  contractor  compliance  with 
MWOC  Program  policy  and  procedures. 

(g)  In  order  to  diversify  the  contractor 
base  and  increase  competition  among 
MWOBs,  the  RTC  will  implement 
smaller  contract  assignments,  such  as 
the  reduced  portfolio  size  for  SAMDAs 

Subpart  F — Liaison  With  Olvlsion  of 

Legal  Services 

}  1(17,$0    (.egal  programs  unit. 

(a)  The  Department  of  Minority  and 
Women's  Programs  will  establish  a 
Legal  Programs  Unit  to  provide 
oversight  and  monitoring  of  legal 
referrals  to  MWOLFs  and  minontics  and 
women  in  non-MWOLFs.  This  unit  will 
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coordinate  acliviliet  with  the  Division  of 
Legal  Services'  Outside  Counsel 
Management  Section  to  identify 
MWOLFs  and  enhance  contracting 
opportunities  through  direct  referrals, 
joint  venture/co-counsel  referrals,  or 
other  arrangements. 

(b|  The  Department  of  Minority  and 
Women's  Programs  will  coordinate  with 
the  Division  of  Legal  Services  the 
monitoring  of  RTC  SAMOA  contractors 
to  ensure  that  SAMOA  contractors  are 
aware  of.  adopt  and  adhere  to,  all  RTC 
policies  and  procedures  to  contract  with 
MWOLFs  approved  by  the  Division  of 
Legal  Services. 

(c)  The  Department  of  Minority  and 
Women's  Programs  will  have  the 
opportunity  to  participate  on  the  Legal 
Services  Committee  to  ensure  that  the 
evaluation  of  MWOLFs  for  potential 
outside  counsel  engagements  is  fair  and 
follows  RTCs  policies  and  procedures. 
Where  applicable  to  the  method  of 
engagement  technical  and  cost  bonuses 
will  be  allocated  to  MWOLFs.  and  non- 
MWOLFs  that  ioini  venture  with  other 
MWOLFs. 

Subpart  G— Cost  and  Teclinlcal 
BonuM* 

11817.60    PoUey. 

In  the  review  and  evaluation  of 
proposals  submitted  by  Arms  eligible  as 
MWOBs.  or  MWOB  joint  ventures  with 
an  eligible  subcontracting  plan,  the 
Corporation  shall  provide  additional 
incentives  in  the  technical  and  cost 
relating  process. 

i  1617.81    AppUeaUon  of  tedinical  and 
cost  bonus  potnto. 

(a)  Technical  bonus  points  will  be 
awarded  as  a  percentage  of  the  total 
technical  points  achievable  in  the  rating 
process  in  addition  to  each  offeror's 
technical  score. 

(b)  Cost  bonus  points  will  be  awarded 
as  a  percentage  of  the  total  cost  points 
achievable  In  the  rating  process  in 
addition  to  each  offeror's  cost  score. 

(c)  Beginning  May  1. 1992.  the 
technical  and  cost  bonus  points  shall  be 
allocated  as  follows: 


Finn  typ« 


,  TKlWKtl  I       Cost 

I  (pwoanii  I  (pacc«m) 


firm  (ype 

Tacftntcal  i      Co«l 
(pscMrtl  1  uxrcam) 

Mwoe 

10 

10 
S 

10 

Jam  v«fitur«  (jv)  mm  40* 
tnd  abov*  MW08  paitn- 

JV    wnn     11    wui     25% 
MWOe  pamoMOon .. 

coooxrtmg  pun  o(  40% 
MWOB  pvKipaton _. 

2.5 

5 

N0O-MW06  hrmt  wftn  fuD-  I 
contracting  plan  of  at  | 
Waal  25%  MWOe  pano- 1 

paMn _ I 


(d)  The  DepanmenI  of  Minority  and 
Women's  Programs  will  review  bonus 
points  assignment  upon  conclusion  of 
the  technical  evaluation  by  the  technical 
evaluation  panel  and  the  cost  evaluation 
by  the  contracts  office,  prior  to 
determining  the  competitive  range.  All 
MWOB  issues  will  be  resolved  by  the 
Director.  Office  of  Contracts,  and  the 
Assistant  Vice  President  Department  of 
Minority  and  Women's  Programs. 

i  1817.82    Authoflly  to  ad|ua<  Mchnleal 
and  cod  bonus  polnla. 

(a)  The  Department  of  Minority  and 
Women's  Programs  will  evaluate  the 
Corporation's  application  of  bonus 
points  annually.  This  annual  review  will 
determine  if  the  Corporation  is  meeting 
the  mandate  to  ensure  the  maximum 
participation  possible  for  MWOBs  and 
the  need  to  adjust  the  bonus  points. 

(b)  The  Assistant  Vice  President  of 
the  Department  of  Minority  and 
Womeii't  Programs  may  grant  authority 
to  adjust  upward  the  technical  and  cost 
bonus  points  applicable  in  evaluating 
proposals  to  the  extent  necessary  to 
eiuure  the  maximum  participation  for 
MWOBs. 

Subpart  H— Conscrvatorstilp 
Contracting 

91817.70    Policy  and  appUeatloa. 

(a)  The  RTC  recognizes  the  role  of  the 
conservatorships  in  ensuring  inclusion 
of  MWOBs  in  the  RTC  contracting  and 
disposition  actlvides  to  the  maximum 
extent  possible.  Within  6  months  after 
the  institution  has  been  placed  Into 
conservatorship,  each  conservatorship 
shall  comply  with  RTC  MWOC  Program 
policies  and  procedures. 

(b)  Accordingly,  it  is  the  responsibility 
of  the  conservatorship  and  contracting 
department  to  provide  the  Department 
of  Minority  and  Women's  Programs  with 
an  opportunity  to  review  and  concur  on: 

(1)  Requests  for  contracting  services; 

(2)  SOS  lists: 

(3j  SOS.  contract  Statement  of  Work: 

(4)  Other  contracting  documents: 

(5)  Application  of  MWOB  bonus 
points:  and 

(6)  Certirication/verification  of 
contractor's  MWOB  status. 

(c)  In  addition,  the  Department  of 
Minority  and  Women's  Programs  will 
have  the  opportunity  to  participate  in 
conferences,  debrieflngs,  negotiation 


meetings,  best  and  final  interviews,  ancl 
any  other  meetings  between  RTC  and 
MWOB  contractors. 

|d|  Because  of  the  large  number  of 
small  awards  emanating  from 
conservatorships,  the  conservatorships 
are  encouraged  in  ail  sole  source 
contracts  to  give  preference  to  local 
SfWOBs.  The  MWOC  Program  staff  at 
the  RTC  Field  Office  shall  be  notified  if 
the  conservatorship  contracting  office 
cannot  locate  qualified  .MWOBs  for 
contracting  purposes  prior  to  soliciting 
for  services. 

Subpart  I— Oversight  and  Monitoring 
{1617J0    OvenlghL 

(a)  The  RTC  recognizes  that  the 
success  of  this  program  involves 
commitment  and  leadership  from  senior 
management  The  RTC  pledges  the 
continuing  involvement  of  all  levels  of 
its  staff  in  making  this  program  a 
success.  The  Department  of  Minority 
and  Women's  Programs.  Office  of 
Policy.  Evaluation  and  Field 
Management  will  have  responsibility  for 
oversight  and  monitoring  functions. 

(b)  In  order  to  achieve  the  objectives 
in  paragraph  (a)  of  this  section,  all 
offices  will  report  the  extent  of  their 
involvement  in  the  program,  including 
the  number  of  contractors  participating 
in  the  SOS  process  and  the  number  of 
contracts  awarded.  Further,  all  offices  in 
RTC  shall  review  an  RTC  contractor's 
MWOB  subcontracting  activities  on  a 
quarterly  basis.  The  contractor  must 
demonstrate  a  good  faith  effort  to  follow 
the  objectives  of  the  MWOC  Program 
and  such  effort  shall  be  evaluated  as 
part  of  the  RTC  contract  performance 
evaluation  conducted  by  RTC  oversight 
managers.  Determmation  as  to 
conformance  shall  be  the  right  and  sole 
responsibility  of  RTC 

(1)  Field  Office  staff  will  provide 
complete  and  current  data  regarding 
RTC  contracting  activity: 

(2)  The  MWOC  Program  staff  in  the 
field  will  review  and  evaluate  the 
reporting  and  MWOB  databases  for  the 
extent  of  MWOB  participation  and  will 
prepare  such  reports  for  the  Washington 
staff: 

(3)  The  Washington  Department  of 
Minority  and  Women's  Programs  will 
prepare  reports  for  dissemination  to 
management  Congress. 'and  the  public. 

J  1817J1    Momtoflng. 

(a)  Policy  Development  and 
Evaluation  staff  dedicated  to  this  effort 
will  continuously  monitor  the  usage  of 
RTC  policies,  procedures,  and  guidelines 
for  compliance  with  the  goals  of  FIRRE.\ 
to  ensure  maximum  inclusion  of 
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(1)  More  than  SO  percent  of  the 
ownership  or  control  is  held  by  one  or 
more  women: 

(2)  More  than  SO  percent  of  the  net 
profit  or  loss  accrues  to  one  or  more 
women: 

(3)  A  significant  percentage  of  senior 
management  positions  are  held  by 
women:  and 

(4)  All  attorneys  within  the  flrm  are  in 
good  standing  with  the  respective 
licensing  authority  of  the  Slate  or  other 
jurisdiction. 


MWOBs  in  the  management  and 
disposition  of  assets  of  failed  thrift 
institutions.  A  site  visitation  program 
will  be  established  utilidng  a  uniform 
assessment  process.  Each  RTC  Field 
Office  will  be  visited  periodically  by  the 
Policy  and  Evaluation  staff  to: 

(1)  Assess  effectiveness  of  the  MWOC 
Program: 

(2)  Conduct  interviews  concerning  the 
program  and  procedures:  and 

(3)  Make  recommendations  to 
facilitate  uniform  attaiiunent  of  the 
MWOC  Program  goals  and  objective*. 

(b|  Adherence  to  and  assistance  with 
MWOC  Program  policies  shall  be 
reflected  in  RTC  Personnel  Appraisals 
to  encourage  performance  and  maintain 
Individual  accountability. 

tWTM    Parfofmance  apprataala. 

(a)  Supervisory  performance 
appraisal.  All  annual  evaluations  of 
performance  for  Washington  and  Reld 
Office  supervisors  shall  include  a 
review  of  his/her  level  of  participation 
in  and  enhancement  of  the  Corporation's 
efforts  of  including  MWOBs  in  all 
aspecu  of  the  Cwporation't  business 
opportunities,  to  the  maximum  extent 
possible. 

(b)  AiwuaJ  performance  appraisal.  All 
annual  evaluations  of  aenior  ofRdals 
shall  include  a  review  of  his/her  ability 
and  wilUngnes*  to  work  vrith  both 
internal  suff  members  promulgating  the 
importance  of  the  MWOC  Pro-am.  as 
tvell  as  %vith  MWOBs.  including 
investor*.  good*/*ervice  contractor*, 
and  law  iinn*.  capable  of  ■**i*ting  in 
the  management  and  disposition  of  RTC 
assets. 

fUtrjS    IncMttvoannrda. 

(a)  A  ward  criteria.  The  granting  of 
incentive  awards  and  bonuse*  to  unior 
*Uff  will  take  into  cootideratioa  In 
significant  part  the  aenior  manager's 
ability  to  show  during  the  calendar  year 

(1)  A  significant  percentage  increase 
in  the  number  of  coatract*  awarded  to 
MWOBc 

(2)  A  significant  percentage  increase 
in  the  number  of  MWOB  subcontractor* 
on  SAMOA  contracts; 

(sfA  significant  percentage  increase 
in  the  number  of  MWOBs  on  SOS  lisU: 
and 

(«|  A  significant  percentage  increase 
in  the  fees  paid  to  MWOBs. 

(b)  Special  MWOC  Program  Award. 
In  conjunction  writh  the  RTCs  Director 
of  the  MWOLF  Program,  a  special 
MWOC  Program  award  wrill  be  created 
for  presentation  during  the  Annual 
Awards  Ceremony  in  December  for  any 
outstanding  contribution  to  the  Program 
during  the  calendar  year. 


Subpart  J— Oonoral  Provlslona 
Appllcablo  to  Law  Rrms 
{iei7.M    PMtcy  and  aeepe. 

(a)  It  is  the  policy  of  the  RTC  to 
ensure  that  MWOLFs  and  minorities 
and  women  in  non-MWOLFs.  have  the 
opportunity  to  participate,  to  the 
maximum  extent  possible,  in  all  legal 
services  contracted  for  by  the  RTC 
Division  of  Legal  Services,  including 
legal  services  contracted  for  the  RTC  by 
private  sector  contncton.  Every 
employee  of  the  RTC  ha*  the  affirmative 
duty  to  identify  and  *eek  to  remove  any 
barrier  to  the  maximum  poi*ible 
partidpaUon  by  MWOLF*.  and 
minorities  and  »vomen  in  non-MWOLFs. 
in  the  RTCs  legal  services  contracting 
activities. 

(b)  This  policy  applies  to  all 
contracting  for  legal  services  engaged  in 
by  the  RTC  Division  of  Legal  Services 
(including  contracting  by  private  sector 
contractors  for  the  RTC)  Including 
services  provided  directly  to  the 
Corporation,  and  services  provided  to 
cotuervatorships  and  receivenhip*.  It 
applie*  to  legal  lervice*  including,  but 
not  limited  ta  litigation,  tnnaactions. 
bankruptcy,  bond  claim*,  director  and 
officer  liabiiily.  and  other  atoa*  of  law 
specific  to  the  RTC  DivUion  of  Legal 
Sefvice*. 

f  1(17.91    Oeflnmona 

The  foUotving  definition*  apply  for  the 
puipoae*  of  II  UWM  thtou^  \m.l20. 

(a|  List  ofCoiuiteL  The  li*t  of 
pMforming  law  firm*  that  an  on  the 
RTC  Dividon  of  Legal  Service*, 
computer  databaae  and  are  eligible  to 
perform  legal  aervice*  for  the  RTC  Only 
law  firm*  on  thi*  li*t  may  have  legal 
matten  refened  to  ihea. 

(b)  Minority.  See  the  definition*  of 
I  tS17.4(c)  of  mbpait  A  of  thU  pail 

(c)  Minoritf-owited  law  firm.  A  law 
firm  with  mote  than  SO  percent  of  the 
ownership  or  control  that  ia  held  by  one 
or  more  memben  of  a  minority  poup.  all 
of  whom  ara  attorneys  in  good  standing 
tvith  (he  bar  licensing  authoiily  of  the 
pertinent  Stale  or  other  turiadiction. 

(d)  Minority  and  Women  Outreadi 
Coordinator  (L-MWOCh  A  per*on  in 
each  RTC  Division  of  Legal  Service* 
field  office  deeignated  to  *erve  a* 
liaison  with  MWOLFs  and  minorities 
and  women  in  non-MWOLFs  within  the 
pertinent  geographical  area. 

(e)  MWOLF.  A  minority-  or  women- 
owned  law  firm. 

(f)  Private  sector  contractor.  Any 
person  or  entity  that  performs  services 
on  behalf  of  the  RTC  pursuant  to 
contracL  including,  but  not  limited  to.  an 
asset  manager. 

(g|  Women-owned  law  firm.  Any  law 
firm  or  practice  wherein: 


Subpart  K— Law  Firm  Outreach 
fietr.lOO   Identlfleatlon  of  MWOLFa. 

(a)  General.  The  RTC  %viU  design  and 
implement  a  program,  nationwide  in 
scope,  to  identify  MWOLF*  capable  of 
meeting  the  legal  services  contracting 
needs  of  the  RTC  Program  personnel 
will  network  %vith  SUte  and  local  bar 
associations,  and  other  entities,  and  will 
participate  in  professional  conventions 
and  seminars  sponsored  and  widely 
attended  by  MWOLFs. 

(b)  Specific  elements.  The 
tdentiflcation  effort  will: 

(1)  Identify  MWOLF*  nationwide. 

(2)  Update  firm  profile*  for  all 
MWOLF*  on  the  Li*t  of  Coun*eL 

(3)  Conduct  lurvey*  to  determine  the 
di*tribuUon  of  matten  referred  to 
MWOLF*. 

I1S17.101    Promotion  ot  MWOLF*. 

(a)  General  The  RTC  will  conduct 
and  partidpale  in  eeminan  and 
workshop*  for  MWOLF*  with  a  focus  on 
providing  information  on  the  MWOLF 
outreach  program,  it*  goal*,  and 
objective*.  The  RTC  wiU  train  it* 
employee*  and  private  aectoc 
contncton  regarding  the  program. 
Furthermore.  RTC  employee*  will 
participate  in  *eminan  and  workahop* 
conducted  by  oihen  regarding  relevant 
topic*. 

(b)  Specific  elements.  The 
promotional  effort  will  include: 

(1)  Development  of  a  promotional 
campaign  to  inform  the  legal  community, 
and  in  particular  the  women  and 
minority  legal  community,  of  the  RTC 
Division  of  Legal  Services'  needs  and  iu 
commitment  to  the  MWOLF  outreach 
program. 

(2)  Networking  with  national.  State, 
and  local  bar  organizations  to  facilitate 
interaction  between  the  RTC  Division  of 
Legal  Services  and  MWOLFs. 

(3)  Expansion  of  a>n«"=."^„^_,  _ 
opportunities  by  encouraging  mwults 
to  form  joint  ventures/co-counsel  or 
other  affiliaUons  with  non-MWOLFs  or 
other  MWOLFs. 
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(4)  Foiloing  rciwral  of  legal  matter* 
10  MWOLF*  by  RTC  phvale  aector 
contractor!. 

(5)  Provision  of  law  Una  appllcalion 
materlala  and  guidance  regarding  their 
completion  lo  firmi  thai  have  been 
identified  as  MWOLFt. 

(6)  Enauhng  that  all  RTC  staff  that 
interface  with  the  legal  services 
contracting  coaununity  are 
kitowledgeable  of.  and  adhere  lo.  the 
principle*  stated  lo  this  part 

{  1«17.10a    CompttMca. 

Compliance  with  this  part  will  be 
achieved  by  the  detignatioa  of 
individuals  as  L-MWOCs  in  each  Field 
Office  to  ensnre  that  the  policies  and 
goals  of  the  pro^wa  are  fulfilled.  The  L- 
MWOCs  in  tlte  6cld  will  report  )ointly  ta 
their  respective  fiaid  superviaors  and  to 
the  Senior  Couaael  for  the  Miaority  and 
Women  Outreaoh  Unit  In  WaafaingtoiL 
At  the  RTC  Legal  OivUico  Headqoartert 
Office,  the  Seakv  Coonsel  for  the 
Minority  and  Womeo  Outreach  Uah  will 
be  directly  reaponslWe  fcr  the  overall 
implementation  of  the  pro-am.  Tbe 
objectives  of  the  oatreadi  program  will 
be  made  part  of  Ibeae  iodivlduBi'*  )ob 
description. 


{  1617.103 

(a)  Firm*  daimiag  ttattn  as  MWOLFs 
will  be  lequiied  to  provide  certification 
of  that  stalaa. 

(b)  A  certiflcatlon  afTidavil  vriU  be 
sent  to  all  MWOLFs  on  the  List  of 
Counsel,  to  be  completed  under  oath 
and  returrwd  to  the  RTC  Division  of 
Legal  Service*. 

(c)  Tbe  RTC  DivMoa  of  Legal  Services 
will  review  tbe  certification  affidavit  to 
ensure  qualifying  atatoa. 


(b)  When  worlL  is  amgnnd  to  law 
Tirma  based  upoa  competitive 
solicitations,  law  flrros  will  be  eligible 
for  coat  and  technical  preference  points 
to  the  same  extent  as  set  forth  for  non- 
legal  contracts  in  1 1617J1  of  this  part. 
The  General  Counsel  (or  designee)  will 
determine  whether  firms  are  eligible  for 
cost  and  technical  preference  points. 
The  General  Counsel  shall  periodically 
determine  whether  the  level  of  cost  and 
technical  preference  points  set  forth  in 
i  1617.51  of  this  part  are  sufficient  lo 
maximize  KfWOLF  partidpatioa.  and  if 
not  shall  make  a  general  adtustment  to 
the  points  to  be  assigned  in  competitive 
solicitations. 

{1«17.111    OtractrafamL 

Direct  referral  of  a  legal  matter  to  an 
MWOLF  by  an  RTC  attorney  or  a 
private  sector  ctm tractor  will  be  used 
when  the  MWOLF  has  both  the  capacity 
and  the  experience  to  handle  tbe  matter. 
It  is  the  MWOCs  responsibility  to 
identify  MWOLFs  with  tbe  capacity  and 
experience  to  bamfle  particQlar  matters, 
or  in  the  case  of  Heatiquarten  Office 
matters.  It  la  the  reaponsibiUty  of  the 
Geiteral  Cotmsel  (or  designee). 

11*17.112    JoM« 


Subpart 
Joint 


Finn  Oifsct 
•itdOtttv 


S  1617.1  W 

(a)  The  RTCs  goal  is  to  increase  Iba 
uae  of  existing  expertise  and  cxpeiience 
possessed  by  MWOLF*.  and  to  enable 
MWOLFs  to  devdop  expertiae  in  area* 
that  are  new  to  tbem.  Tbe  ultimate  goal 
is  that  each  MWOLT  addeve  tetf- 
suffidencv  in  aB'matter*.  These  goals 
will  be  adiieved  tfanmgfa  direct  refetrals. 
joint  ventTjT»/eo-counsel  referrals,  and 
other  arrangements. 


(a)  A  joint  venture/co-counsel  referral 
will  be  used  to  combine  tbe  resources  of 
two  or  more  law  firms.  This 
arrangement  pair*  MWOLF*  with  some 
experience  in  the  area  oftefesal  witfa 
other  MWOLFs  or  witfa  doh-MWOLFs 
more  experienced  la  tbe  same  ana  or 
with  greater  capability  to  handle  the 
matter. 

(b)  Tbe  goal  witb  respect  to  tbe 
division  of  work  and  tlue  allocatieo  of 
fees  for  tbeae  saaller*  k  ftot  a*  a 
general  mla.  at  least  ZS  percent  of  the 
fubftantiva  work  be  peifaimed  by 
MWOLFs.  and  at  leaat  25  percent  of  tbe 
protected  total  fee  billings  be  generated 
by  MWOLFt.  Tbe  RTC  expecU  that  as 
MWOLF*  hwriina  non  proficieni  in 
RTC  legal  ittuea.  dMir  level  of 
participatlao  is  matters  lefened 
pursuant  to  the  foist  Rsferral  Program, 
as  vwell  aa  tbe  feea  tbey  generate.  ahaH 
Increase. 

(c)(1)  The  RTC  Division  of  Legal 
Services  will  reriew  the  lo*"<  venture/ 
co-coonsei  arrangnneot  which  must  set 


forth  (he  degree  of  partiapation  of  each 
firm,  and  provide  for  liability  lo  be 
maintained  by  each  firm  for  its  share  of 
the  work.  These  arrangements  must  be 
in  conformance  «nth  Diviston  of  Legal 
Services  Pobcy  82-02  (tbe  foiot  Referrals 
and  Represeotatlan  Program). 

(2)  Copies  of  the  document  referred  lo 
in  paragraph  (c)(1)  of  this  section  are 
available  from  the  RTC  Public  Reading 
Room.  801 17th  Street.  NW,  room  loa 
Washingtoa  DC  20434-0001. 


91617.113    Olhari 

(a)  Other  forms  of  affiliation  between 
less  experienced  MWOLFs  and  more 
experienced  MWOLFs  or  non-MWOLFs 
are  available  and  are  encouraged  lo  be 
utilized  for  work  on  a  particular  matter 
or  for  a  specified  period  of  litoc. 

(b)  All  airangements  must  be 
approved  by  the  RTC  Division  of  Legal 
Services'  allaniey  overseeing  the  matter, 
in  coordinatioo  with  the  L-MWOC.  and 
If  necessary,  the  General  Counsel  (or 
deaigoee). 

(cj  The  overriding  objective  of  these 
arrangements  is  that  for  work  allocated 
In  stK^b  a  manner,  tbe  less  experieoced 
MWOLF  receives  sound  training  in  the 
reievent  issues  while  pursuing  the 
matter  as  cost  effectively  as  possible. 

Subpart  U— Law  Firm  Owight  and 

11*17.130    Ovarslght  and  roonttorln^. 

VadoB*  standardized  reports  will  be 
prepared  by  tbe  RTC  Division  of  Legal 
Senrice*  to  indicate,  amoog  other  things, 
the  total  number  and  type  of  legal 
matters  referred  lo  MWOLFs.  the  dollar 
amounts  of  fee*  paid  to  MWOLFs.  s 
breakdown  of  various  affiliation*  of 
MWOLF*  with  non-MWOLFs.  and  the 
local  outreacb  eflorts  oiade  within  Field 
Offices,  aa  weB  a*  the  Headquarters 
Office. 

By  order  of  llie  Chief  Executive  OfCcer. 

Dated  at  Washlngtoiv  DC  this  24lh  day  of 
fuly.  laaz. 

Rcsolabaa  Trwt  CofpotalaoB. 
Joha  M.  Buckley.  |r, 
Secrrto/y. 

|FK  Doc  »-ie730  Pited  a-r-Si  ft4S  am) 
siuMa  coot  tri*.**-!! 
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RESOLUTION  TRUST  CORPORATION 

Resotvinc  The  Crisis 
Rotorinc  The  Confidence 

FOR  IMMEDIATE  RELEASE  PR-26-93     (4-14-93) 

RTC  MANES  FIRST  AFRICAN  AMERICAN  VICE  PRESIDENT,  JOHNNIE  B.  BOOKER 

Johnnie  B.  Booker  was  named  to  the  new  position  of  Vice 
President  in  charge  of  the  Resolution  Trust  Corporation's  Division 
of  Minority  and  Women's  Programs. 

Ms.  Booker,  who  previously  served  as  the  Assistant  Vice 
President  of  the  Department  of  Minority  and  Women's  Programs,  is 
the  first  African  American  and  woman  to  serve  on  the  RTC's 
Executive  Committee,  the  Corporation's  policy-making  body.  As  Vice 
President,  she  also  reports  directly  to  RTC's  interim  Chief 
Executive  Officer,  Roger  C.  Altman. 

"Ms.  Booker's  mandate  in  this  new  position  is  to  increase 
opportunities  for  minorities  and  women  throughout  the  RTC's 
programs,"  said  Mr.  Altman.  "She  will  execute  outreach  programs 
and  new  initiatives  in  asset  sales,  legal  services,  and 
contracting.  But  most  importantly,  she  will  be  a  strong  advocate 
and  ensure  access  and  opportunities  are  availaUile  to  minorities  and 
women,  so  they  have  a  fair  chance  to  compete  and  participate  in  RTC 
activities.  At  every  step  in  the  process,  we  need  someone  who  will 
ask,  'How  will  this  affect  women?  How  will  it  increase  minority 


-more- 
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participation?'   Having  Johnnie  Booker  on  the  Executive  Committee 
will  do  that." 

Ms.  Booker  is  also  charged  with  the  Division's  policy 
development  and  evaluation  activities  as  well  as  the  management  of 
the  Corporation's  Equal  Employment  Opportunity  and  Affirmative 
Action  program. 

Ms.  Booker  brings  to  the  RTC  invaluable  management  and 
financial  industry  experience  and  a  vast  knbwledge  of  minority  and 
women  issues.  Prior  to  joining  the  RTC  in  December  1991,  Ms.  Booker 
was  the  Deputy  Assistant  Secretary  for  Operations  and  Management  in 
the  Department  of  Housing  and  Urban  Development's  (HUD)  Office  of 
Fair  Housing  and  Equal  Opportunity  (FHEO) .  In  this  capacity,  Ms. 
Booker  was  responsible  for  the  Office's  administration  and 
budgetary  operations,  management  and  technical  performance  of  10 
regional  and  30  field  offices,  development  and  implementation  of 
FHEO  policy  initiatives,  management  of  HUD's  Affirmative  Action  and 
Equal  Employment  Opportunity  programs,  and  directing  research  and 
evaluation  programs.  Previous  positions  include:  Director  of 
Consumer  Affairs  and  Civil  Rights  at  the  Federal  Home  Loan  Bank 
Board  where  she* insured  that  federally  insured  savings  and  loans 
were  in  compliance  with  federal  consumer  protection  laws,  and  fair 
lending  and  equal  credit  laws;  and  Assistant  Director  for 
Government  Affairs  and  Assistant  Western  Regional  Director  at  the 
National  Urban  League. 

Ms.  Booker,  a  native  of  Fort  Valley,  Georgia,  graduated  from 

-more- 
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Hampton  Institute,  Hampton,  Virginia  and  received  a  M.S.W.  from 
Atlanta  University  School  of  Social  Work. 

The  RTC  was  established  by  Congress  in  August  1989  to  contain, 
manage,  and  sell  failed  savings  institutions  and  recover  taxpayer 
funds  through  the  management  and  sale  of  the  institution's  assets. 
To  date,  the  RTC  has  closed  or  sold  654  savings  institutions  and 
achieved  asset  sales  and  collections  of  more  than  $316  billion. 
Approximately  22  million  depositors  and  approximately  $196  billion 
in  deposits  have  been  protected  by  the  RTC's  closing  of  insolvent 
thrifts. 
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ASSET  MANAGEMENT  ABUSE 


Mr.  Torres.  In  passing,  you  indicated  that  in  the  aspect  of  fraud 
and  other  types  of  abuse,  you  mentioned  some  areas  of  asset  man- 
agement abuse.  Could  you  expand  on  that? 

Mr.  Adair.  Asset  management — well,  one  of  the  examples  men- 
tioned in  our  testimony  involves  paying  $1.8  million  to  asset  man- 
agers for  assets  they  didn't  even  sell,  and  perhaps  I  can  elaborate 
on  that  a  little  bit. 

Out  in  California,  I  believe  this  occurred,  there  were  what  they 
called  SAMDA  contracts.  Standard  Asset  Management  and  Disposi- 
tion Agreement;  an  acronym  for  that.  These  were  contractors  who 
would  take  over  assets  and  manage  them  for  a  fee  and  try  and  sell 
them,  also  for  a  fee,  a  separate  fee.  So  in  the  beginning  the  strate- 
gy  

Mr.  Torres.  Is  this  procedure? 

Mr.  Adair.  Oh,  yes,  because  RTC  itself  didn't  have  enough  people 
to  manage  and  sell  the  properties.  They  are  basically  property 
managers  who  are  also  in  business  to  sell  the  assets.  It  became 
clear  that  the  incentive  was  to  continue  managing  the  properties 
and  not  to  sell  the  properties  and  so  RTC  decided  it  had  to  move 
out  of  that  strategy  into  auctions  and  bulk  sales  and  so  forth. 

Well,  as  it  happened,  in  California,  there  were  a  number  of 
assets,  and  the  people  from  RTC  knew  that  they  were  going  to  be 
placed  in  auctions  and  bulk  sales,  but  they  had  been  directed  to 
put  at  least  97  percent  of  these  assets  under  the  SAMDA  contrac- 
tors and  so  they  did,  even  though  they  knew  they  were  going  to  be 
sold  at  the  auction  the  next  week,  and  then  they  ended  up  having 
to  pay  the  SAMDA  contractors  for  the  disposition  contract. 

They  had  to  pay  almost  $2  million  to  those  people  to  do  that. 
That  is  just  kind  of  a  hard-to-believe  story,  but  that  is  what  went 
on.  The  reason  was,  the  people  were  slavishly  adhering  to  this 
policy  to  get  97  percent  under  the  SAMDA  contractor  and  they  did, 
and  cost  the  taxpayers  $2  million.  That  has  happened  in  other 
parts  of  the  country  as  well. 

We  have  reported  on  that  and  hopefully  that  will  never  happen 
again. 

Mr.  Torres.  Obviously  in  contracting  out  to  individuals  or  small 
groups  or  community  organizations  under  this  particular  program, 
you  have  these  sort  of  violations.  Do  you  find  much  of  this  with 
community  organizations? 

Mr.  Adair.  With  community  organizations? 

Mr.  Torres.  Yes,  contractors  under  the  provisions  that  you  have 
just  stated. 

Mr.  Adair.  Is  your  question,  are  they  providing  contracts  to  com- 
munity organizations? 

Mr.  Torres.  I  know  they  are.  What  I  am  asking  you  is  whether 
there  are  community  organizations  who  are  abusing  this. 

Mr.  Adair.  I  am  not  aware  of  any.  I  can  check  that  for  you  and 
provide  you  something  for  the  record  if  we  have  any  of  that  infor- 
mation, but  nothing  comes  to  mind  about  a  community  organiza- 
tion would  have  taken  advantage  of  RTC  in  that  area. 

Mr.  Torres.  Thank  you. 

[The  information  follows:] 
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Abuses  by  Community  Organizations 

The  Office  of  Inspector  Cireneral  knows  of  no  involvement  of  any  community  orga- 
nization, such  as  non-profit  entities,  in  circumstances  such  as  those  described  in  the 
testimony.  It  should  be  pointed  out  that  the  SAMDA  contractors  were  fully  entitled 
to  the  compensation  received  under  the  terms  of  their  contracts. 

Mr.  Lewis.  Mr.  Torres,  following  up  on  your  question,  would  you 
mind? 

Mr.  Torres.  Surely. 

Mr.  Lewis.  I  would  be  curious  as  to  whether  any  of  those  employ- 
ees have  lost  their  jobs  as  a  result  of  this? 

Mr.  Adair.  I  will  look  into  that  and  answer  for  the  record.  You 
are  talking  specifically  on  the  SAMDA  contracts  and  the  $1.8  mil- 
lion. 

Mr.  Lewis.  It  will  be  interesting  to  know. 

[The  information  follows:] 

Dismissal  of  RTC  Employees 

We  are  not  aware  of  nor  would  we  expect  emyone  to  have  lost  her/his  job  because 
of  this  issue.  The  primary  reasons  that  this  situation  occurred  were  (1)  changing 
RTC  goals  and  objectives  and  (2)  lack  of  adequate  communication.  Further,  the 
standard  asset  management  contract  required  payment  of  the  fees.  For  these  rea- 
sons, both  the  OIG  and  the  U.S.  General  Accounting  Office  have  found  similar  prob- 
lems in  other  RTC  offices.  Accordingly,  the  problem  is  not  one  that  is  best  addressed 
by  disciplining  individual  employees.  Rather,  it  is  one  best  addressed  by  making  sys- 
temic changes  to  operations. 

Mr.  Stokes.  An5^hing  further,  gentlemen? 

Mr.  Adair,  Mr.  Simmons,  we  appreciate  your  appearance  very 
much.  

Mr.  Lewis.  We  appreciate  your  work  as  well. 

Mr.  Stokes.  Thank  you.  We  are  recessed  until  1:30  p.m.  this 
afternoon. 
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FISCAL  YEAR  1994  CONGRESSIONAL  SUBMISSION 

General  Statement 

The  Financial  Institutions  Reform,  Recovery,  and  Enforcement  Act  of  1989 
(Public  Law  101-73)  amended  the  Inspector  General  Act  of  1978  (Public  Law  95- 
452)  to  establish  a  statutory  Inspector  General  within  the  Resolution  Trust 
Corporation  (RTC).   The  Office  of  Inspector  General  conducts  and  supervises 
audits,  investigations,  and  other  reviews  related  to  RTC  programs  and  operations 
and  is  designed  to  (1)  promote  economy,  efficiency,  and  effectiveness  and  prevent 
and  detect  fraud,  waste,  and  abuse  in  RTC  programs  and  operations;  and  (2) 
provide  a  means  of  keeping  the  RTC  President  and  CEO,  the  Thrift  Depository 
Protection  Oversight  Board,  and  Congress  fully  and  currently  informed  about 
problems  and  deficiencies  relating  to  the  administration  of  these  programs  and 
operations.    A  separate  appropriation  was  established  pursuant  to  requirements  in 
the  Inspector  General  Act  Amendments  of  1988. 


Organization  and  Objectives 

The  RTC  Office  of  Inspector  General  (OIG)  is  aligned  based  on  the  functional 
responsibilities  legislated  by  the  Inspector  General  Act  of  1978  and  with 
consideration  to  RTC's  mission  and  operations.   The  OIG  responsibilities  have 
been  organized  into  five  separate  offices: 

(1)  Office  of  Audit 

(2)  Office  of  Investigation 

(3)  Office  of  Inspections 

(4)  Office  of  Policy,  Planning,  and  Resources 

(5)  Office  of  Oversight  and  Quality  Assurance 

The  Office  of  Audit  is  responsible  for  carrying  out  a  comprehensive,  nationwide 
plan  of  audits  of  RTC's  programs  and  operations.    Its  purpose  is  to  promote 
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economy,  efficiency,  and  effectiveness  and  to  prevent  and  detect  fraud,  waste, 
and  abuse  in  such  programs  and  operations.    Areas  subject  to  audit  include: 

(1)  Corporate  program,  financial,  contracting  and 
administrative  activities; 

(2)  Automated  data  processing  and  management  control  systems; 

(3)  Conservatorship  and  resolution  operations;  and 

(4)  Asset  and  real  estate  management,  marketing  and  disposition. 

Audits  are  conducted  in  the  headquarters  or  field  offices,  at  various  sites 
nationwide,  and/or  at  the  offices  of  participants  in  RTC  activities  and  RTC 
contractors.   The  Assistant  Inspector  General  for  Audit  ensures  compliance  of  all 
RTC/OIG  audit  work  with  applicable  professional  audit  standards,  including  those 
established  by  the  Comptroller  General  of  the  United  States. 

The  Office  of  Investigation  is  responsible  for  conducting  and  supervising  a 
comprehensive,  nationwide  program  of  investigations  of  alleged  criminal  or 
otherwise  prohibited  activities  in  RTC's  programs  and  operations.    The  subjects 
of  our  investigations  may  be  RTC  employees,  individuals  who  provide  goods  and 
services  to  the  RTC  such  as  contractors  or  vendors,  and/or  other  individuals  and 
groups  who  otherwise  participate  in  RTC  programs  and  operations. 
Investigations  may  include  such  matters  as  alleged  bribery,  collusion,  and  bid 
rigging.   This  office  maintains  close  and  continuous  working  relationships  with 
U.S.  Attorneys,  the  FBI  and  other  law  enforcement  agencies  in  investigating  and 
prosecuting  fraud  and  abuse  in  RTC  programs.    The  Assistant  Inspector  General 
for  Investigation  ensures  compliance  of  all  RTC/OIG  investigations  with 
applicable  professional  standards  established  by  the  President's  Council  on 
Integrity  and  Efficiency. 

The  Office  of  Inspections  was  established  during  fiscal  year  1992  to  supplement 
and  complement  our  audit  and  investigative  activities.   This  office  is  responsible 
for  quickly  evaluating  and  recommending  improvements  to  RTC  programs  and 
operations  and  for  detecting  potential  areas  of  fraud,  waste  and  abuse.    The 
inspections  initiated  are  determined  largely  by  requests  received  from  RTC 
management  and  members  of  Congress;  information  received  through  the  OIG 
Hotline;  and  areas  of  potential  fraud,  waste,  and  abuse  identified  through  OIG 
audits  and  investigations. 

The  Office  of  Policy,  Planning,  and  Resources  is  the  management  operations  arm 
of  the  OIG  with  responsibility  for  directing  the  development  of  OIG  policies  and 
operating  procedures;  developing  and  controlling  the  execution  of  OIG  budgets 
and  strategic  plans;  formulating  the  OIG  human  resources  management  program, 
including  comprehensive  training  to  meet  legislatively  required  minimum  levels; 
managing  OIG  contracts  for  audits  and  other  services;  and  providing  ADP 
support  and  technical  assistance  relative  to  audits  and  investigations  nationwide. 
This  office  is  also  responsible  for  reviewing  and  analyzing  existing  and  proposed 
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legislation  and  regulations  relating  to  RTC  programs,  and  for  managing  the  OIG's 
nationwide  toll-free  hotline. 

The  Office  of  Oversight  and  Quality  Assurance  is  responsible  for  establishing 
guidelines  for  the  audits  by  independent  public  accountants  of  RTC  programs  and 
for  reviewing  the  quality  of  these  audits  as  required  by  the  Inspector  General  Act. 
This  office  also  performed  quality  assurance  reviews  and  assessments  of  audits 
and  investigations  conducted  by  the  OIG. 


Fiscal  Year  1992  and  1993  Program  Accomplishments 

During  fiscal  year  1992,  the  OIG  nearly  doubled  its  staff  size  from  150  to  287. 
Although  this  was  a  substantial  increase  to  our  staff  size,  the  OIG  fell  short  of 
hiring  the  356  total  staff  planned.   This  was  due  in  large  part  to  a  change  in  the 
corporation's  hiring  policies  to  limited  term  appointments,  which  were  less 
attractive  to  experienced  auditors  and  investigators.   The  difficulties  in  attracting 
experienced  staff  has  continued  into  fiscal  year  1993. 

The  OIG  has  had  a  substantial  impact  on  RTC  operations,  resulting  in  significant 
savings  as  well  as  detection  of  fraud,  waste,  and  abuse.    The  Office  of  Audit 
issued  56  audit  reports  during  fiscal  year  1992  and  through  the  first  half  of  fiscal 
year  1993.   These  reports  contain  242  recommendations  to  improve  RTC 
operations  and  have  estimated  monetary  benefits  totalling  over  $4.3  billion. 
Additional  benefits  should  result  from  the  116  audits  currently  in  process,  of 
which  76  are  underway  by  OIG  staff  and  the  remaining  40  are  being  handled  by 
outside  public  accounting  firms.   The  major  focus  of  the  audits  during  fiscal  year 
1993  is  on  high  risk  operations  which  are  comprised  of  three  major  areas:    1) 
contracting,  2)  asset  sales,  and  3)  information  systems.     These  areas  will 
probably  continue  to  be  the  OIG's  major  focus  during  fiscal  year  1994. 

The  Office  of  Investigation's  caseload  continues  to  increase.    As  of  March  15, 
1993,  there  are  a  total  of  306  cases  pending,  which  represents  a  substantial 
increase  of  76  cases  since  the  end  of  fiscal  year  1992.    As  a  result  of  OIG 
investigations  in  fiscal  year  1992  and  the  first  half  of  fiscal  year  1993,  there  have 
been  83  referrals  to  the  Department  of  Justice,  46  RTC  employee  disciplinary 
actions,  and  17  contractor  actions.    In  addition,  two  investigations  resulted  in 
cancellation  of  improperly  awarded  contracts  totalling  approximately   $3.5 
million.   The  RTC  ultimately  saved  approximately  $4.0  million  by  having 
proposed  contracting  work  done  in-house  and/or  properly  awarding  contracts  at 
lower  amounts. 

During  fiscal  year  1992  and  the  first  half  of  fiscal  year  1993,  the  Office  of 
Oversight  and  Quality  Assurance  (OQA)  conducted  a  comprehensive  program  of 
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oversight  of  audits  and  reviews  performed  by  independent  public  accountants 
under  contract  to  RTC.   OQA  provided  technical  advice  and  assistance  to  RTC 
management  regarding  audit  guidelines  to  be  included  in  contracts  with  public 
accountants.   OQA  completed  desk  reviews  of  the  quality  of  50  audit  reports  and 
completed  comprehensive  on-site  quality  reviews  of  13  reports.    In  addition, 
OQA  issued  16  oversight  reports  presenting  the  results  of  comprehensive  on-site 
quality  reviews  and  observations  on  improving  the  management  of  IPA  contracts. 

The  OIG's  nationwide  toll-free  hotline,  which  was  established  in  November  1990 
for  RTC  employees,  contractors,  and  the  public  to  report  fraud,  waste,  and 
mismanagement,  has  received  over  375  allegations  of  wrongdoing  or 
mismanagement  from  inception  to  date.    Approximately  half  of  these  inquiries 
were  referred  for  OIG  audits  and  investigations  with  the  remainder  sent  to  RTC 
management  for  a  response.   The  hotline  has  recently  experienced  a  surge  of  calls 
as  a  result  of  President  Clinton's  announcement  of  an  Initiative  to  Streamline 
Government.   This  initiative  included  the  release  of  major  OIG  hotline  numbers 
to  the  national  news  media.   In  the  first  five  days  following  the  announcement  the 
OIG  received  over  ten  times  our  normal  volume  of  calls. 

During  fiscal  year  1992  and  the  first  half  of  fiscal  year  1993,  in  coordination  with 
RTC  management,  the  Office  of  Policy,  Planning,  and  Resources  reviewed  and 
formalized  comments  on  about  250  proposed  directives,  regulations,  and 
legislative  proposals  relating  to  RTC's  programs  and  administration.   This  early 
coordination  with  RTC  management  allowed  the  OIG  to:  (1)  evaluate  the 
proposed  directives,  regulations,  or  legislation  on  the  efficiency  and  effectiveness 
of  RTC  programs  and  operations  and  (2)  help  build  integrity,  efficiency,  and 
economy  of  operations  into  RTC  programs. 

RTC  operations  remain  highly  susceptible  to  fraud,  waste,  abuse,  and 
mismanagement.   Many  factors  make  RTC  inherently  susceptible  to  problems, 
including  the  large  sums  of  money  involved  in  transactions,  the  rush  to  complete 
the  politically  painful  mission  of  cleaning  up  the  savings  and  loan  crisis,  an 
absence  of  internal  controls,  and  extensive  use  of  outside  contractors  and  law 
firms. 


Fiscal  Year  1994  Request 

Since  its  inception  in  August  1989,  the  RTC  has  managed  more  assets  than  any 
financial  institution  in  history.   The  most  recent  RTC  statistics  report  that  the 
Corporation  has  taken  control  of  737  troubled  thrifts  and  has  closed  654 
institutions.   Asset  sales  and  collections  totalled  $310.6  billion.   The  book  value 
of  assets  remaining  to  be  sold  totals  $100.5  billion. 
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Disposing  of  assets  from  the  failed  institutions  continues  to  be  one  of  RTC's  most 
important  tasks.   These  assets  are  largely  made  up  of  non-performing  loans  and 
hard-to-sell  real  estate.   The  ultimate  cost  of  the  thrift  cleanup  to  the  taxpayer 
will  depend  on  how  well  and  how  quickly  the  RTC  disposes  of  these  assets.   The 
management  and  selling  of  these  assets  are  aspects  of  the  disposition  process  that 
remain  highly  vulnerable  to  fraud,  waste,  and  abuse. 

The  OIG  is  requesting  a  total  $34,582,000  and  307  full-time  equivalent  (FTE) 
positions.   The  request  reflects  a  minimal  increase  of  $1,072,000  and  a  decrease 
of  5  FTE  positions  from  the  approved  fiscal  year  1993  level.   The  fiscal  year 
1994  request  has  been  prepared  based  on  the  OMB  passback,  which  reflects 
inflationary  adjustments  to  the  fiscal  year  1993  base  less  offsetting  savings  for  the 
FTE  reduction,  the  pay  adjustment,  and  an  across  the  board  overhead  reduction. 

The  request  also  includes  $4.8  million  for  contracting  for  services.    Primarily, 
this  money  will  be  used  to  contract  with  public  accounting  firms  to  assist  in  our 
audits  of  RTC  contractors,  loan  services,  asset  managers,  and  receiverships. 
These  firms  can  provide  an  expertise  not  always  available  from  our  own  staff  and 
provide  the  OIG  with  the  flexibility  to  perform  more  work.    Further,  hiring 
additional  staff  for  the  OIG  is  increasingly  difficult  in  view  of  RTC's  temporary 
existence  and  personnel  policies  requiring  use  of  only  term  appointments. 
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Office  of  Inspector  General 

Object  Classification  and 

Personnel  Summary 


Object  Classificatioo 

(In  thousands  of  dollars) 


fMgext 
Cbssificatk» 

FY  1992 
Actual 

FY  1993 
Budget 

FY  1994 
Proposed 

11.1    Full-Time  Permanent 

11.5    Other  Personnel  Compensation 

11.9    Total  Personnel  Compensation 

12. 1  Civilian  Personnel  Benefits 

21.0    Travel  and  Transportation  of  Persons 
22.0    Transportation  of  Things 

23.2  RenUl  Payments  to  Others 

23.3  Communications,  Utilities,  and 

Miscellaneous  Charges 
24.0    Printing  and  Reproduction 
25.0    Other  Services 
26.0    Supplies  and  Material 
31.0    Equipment 

$11,604 

410 

12,014 

3,981 

1,732 

339 

1,371 

144 

4 

2,792 

248 

858 

$16,936 

434 

17,370 

6,624 

2,903 

145 

1,267 

233 

3 

4,328 

319 

318 

$16,724 

429 

17,153 

7,197 

2,847 

200 

1,306 

243 

3 

5,061 

244 

328 

Total 

$23,483 

$33,510 

$34,582 

Personnel  Summary 


FY  1992 

FY  1993 

FY  1994 

Actual 

Budget 

Proposed 

Total  Number  of  Full-Time  Permanent  Positions 

287 

315 

315 

Total  Compensable  Workyears: 

Full-Time  Equivalent  Employment 

200 

312 

307 

Full-Time  Equivalent  of  Overtime  and  Holiday  Hours 

7 

8 

8 
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Office  of  Inspector  General 

Full-Time  Permanent  Positions 


FY  1993 

FY  1994 

Office 

Planned 

Proposed 

Immediate  Office 

16 

16 

Audit 

187 

187 

Investigation 

84 

84 

Policy,  Planning  and  Resources 

14 

14 

Quality  Assurance  and  Oversight 

14 

14 

TOTAL 

315    a/ 

315    a/ 

^  Full  time  permanent  positions  exceeds  FTE  levels 
due  to  anticipated  attrition  of  personnel  and  time 
for  recruitment  actions. 
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Office  of  Inspector  General 

Staffing  by  Location 


FY1992 

FY1993 

FY1994 

Office 

Actual 

Planned 

Proposed 

Washington.  DC 

104 

115 

115 

East  Region 

Atlanta,  GA 

25 

27 

27 

Tampa,  FL 

9 

8 

8 

Valley  Forge,  PA 
Total 

14 

17 

17 

48 

52 

52 

North  Central  Region 

Kansas  City,  MO 

34 

38 

38 

Eagan,  MN 

5 

5 

5 

Elk  Grove  Village,  IL 

4 

4 

4 

Tulsa,  OK 
Total 

1 

1 

1 

44 

48 

48 

Southwest  Region 

Dallas,  TX 

31 

33 

33 

Houston,  TX 

12 

14 

14 

San  Antonio,  TX 

3 

3 

3 

Baton  Rouge,  LA 
Total 

1 

1 

1 

47 

51 

51 

West  Region 

Denver,  CO 

27 

30 

30 

Newport  Beach,  CA 
Total 

17 

19 

19 

44 

49 

49 

GRAND  TOTAL 

287 

315    Si 

315    a/ 

^  Full  time  permanent  positions  exceed  FTE  levels 
due  to  anticipated  attrition  of  personnel  and  time 
for  recruitment  actions. 
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Office  of  Inspector  General 
Staffing  by  Grade 


FY  1992 

FY  1993 

FY  1994 

i    Grade 

Actual 

Planned 

Proposed 

Executive 

7 

7 

7 

GG-15 

19 

20 

20 

GG-14 

57 

61 

61 

GG-13 

77 

90 

90 

GG-12 

51 

16 

84 

GG-11 

16 

16 

GG-09 

13 

19 

3 

GG-08 

1 

1 

1 

GG-07 

27 

15 

15 

GG-06 

16 

16 

16 

GG-05 

3 

2 

2 

Total 

287 

315    a/ 

315    a/ 

a/  Full  time  permanent  positions  exceed  FTE  levels 
due  to  anticipated  attrition  of  p>ersonnel  and  time 
for  recruitment  actions. 
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WITNESSES 


Pace 

Adair,  J.J 771 

Angel,  S.C 126 

Bradley,  D.S  ..     153 

Broughman,  J.R 125 

Brown,  R.H 125 

Bunce,  H.L 153 

Carey,  H.L  171 

Cherry,  J.R 597 

Cisneros,  H.G 1,  115,  125, 153,  171,  203 

Cohen,  David 125 

Connors,  J.J 1,203 

Culp,  Mae  597 

Daly,M.P 115 

Daniels,  T.R 171 

Duvemay,  T.R 1.  115,  125,  153,  171,  197,  203 

Eccle8,J.L 597 

Eggers,F.J  153 

Engel,  David 153 

Ferguson,  G.A  209 

Forsberg,J.N 125 

Gatons,P.K  153 

Gilmartin,  W.J 1,  197 

Gordon,  M.C  125 

Gray,  R.W 153 

Greer,  J.H 203 

Hill,M.F 1,197 

Hove,  A.C.,  Jr 597 

Howard,  J.K  203 

Janis,  M.B  1 

Kalish,  R.P 1,115 

Kennedy,  Richard  125 

Khadduri,  Jill 153 

Laden,  B.E 153 

Landau,  V.R  125 

Lasner,  R.F 115 

Lawing,  J.M  125 

Lorigo,  S.R 203 

McGough,  D.T  153 

N^um,  M.J  115 

Neary,  Kevin  153 

Newburg.A.S  197 

Nolan,  Jean  1 


(i) 


u 

Page 

Oliver,  Stephen  125 

Patch,  D.I 1,  125 

Persil,  H.G 1,  115,  125,  153,  171,  197,  203,  209 

Priest,  R.O  , 125 

Reid,  L.S  197 

Ross,  J.P  153 

Schoenberger,  J.E  1 

Seelig,  S.A  597 

Shelton,J.J 171 

Sinunons,  R.A 771 

Stanton,  J.W 125 

Taylor,  C.H 153 

Taylor,  Jack 597 

Thompson,  L.L 1,  153 

Walker,  J.R 197 

Weidenfeller,  G.L  197 

Williams,  Paul 1,  171 

Wright,  L.E 597 
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